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Russia Under the Bolsheviks

By Marguerite E. Harrison
Soviet Prisoner and Russian Correspondent for the Associated Press

THE motive that inspired my trip

to Russia was the feminine trait

of curiosity. I wanted to see what was
going on there. I entered the country

illegally after I had been turned down
by the representative of the Soviet

government in New York, crossing the

Polish front and spending two weeks

with the Red army, without the knowl-

edge of the Moscow Foreign Office.

In view of these facts, I richly deserved

what happened to me.

During my stay of eighteen months
I came into close contact with all

kinds of men, leaders and others. I

saw what was going on. I saw what the

Bolsheviks were doing and what they

were trying to do in Russia. I spent

two weeks in the western provinces. I

lived with the Red army and slept in

peasants' houses, and I talked a great

deal with the common people. Then I

went to Moscow. When I reached

there, I immediately began to act as a

correspondent for the Associated Press

and continued to do so for eight months.

Diu*ing that time I met many people of

prominence. I also traveled through

the heart of the present famine district.

Then I went back to Moscow, and in

October of last year I was arrested and
put in prison where I stayed for ten

months—^for eight months in one of the

most severe prisons in all Russia. I

got myself into it and I have never

blamed the Soviet government for

what happened to me.

I came into Russia at a particularly

interesting time, the first of February,

1920. At that time there was an un-

official armistice with Poland, and the

Soviet government was hoping there

)

would be peace in the spring. As a re-

sult of this hope, there was a decidedly

more liberal tendency among the Com-
munist leaders. They had abolished

the death penalty—by a decree issued

on January 30, 1920. They had also

deprived the Extraordinary Commis-
sion of its absolute powers and had de-

clared that all political and counter-

revolutionary cases should be brought
before the revolutionary tribunals.

At this time, too, the various inde-

pendent political parties in Russia were
very active. The Mensheviks were pub-
lishing a bulletin, holding meetings,

even securingmembers—and they were
not interfered with. The same was true

to a certain extent of the Social Revolu-

tionaries, who are particularly strong

among the peasant population. All

these activities were more or less toler-

ated. There was not the atmosphere of

repression and suspicion that I found

later. This unusual liberality was due
to the fact that the Soviet government
had already made peace with Esthonia,

and, as I said, expected to make peace

with Poland. Its leaders were think-

ing more about economic reconstruc-

tion than repressive measures.

When the Polish offensive re-opened,

the death penalty was put in force

once more and the opposition political

parties in Russia agreed to abandon
all propaganda against the government

diu-ing the period of hostilities. In

addition, a number of Imperial Army
officers entered the new army to

fight against Poland. Among them
was General Brusilov, with whom I

was thrown much in contact during

my stay in Moscow. During thte Great
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War he was in command of the Eighth

Army, conducting the Galician offen-

sive, and gained the only substan-

tial successes made on the Russian

front after the East Prussian advance

in 1914. General Brusilov is inclined

to favor a constitutional monarchy or

a democracy of the French pattern for

Russia, and yet he hated the Poles so

much more than he did the Bolsheviks

that he offered his services to the Soviet

government. There were a number
of others just like him, who, though

out of sympathy with the Communists,
were enthusiastic in cooperating with

them against the Polish offensive.

So that is what intervention did in

this case and what it has always done:

it helped to consolidate and strengthen

the military dictatorship of the Com-
munist party, first, by arousing nation-

alist sentiment, and, second, by giving

the Bolsheviks some justification for

maintaining their system of repression

and an excuse for their economic fail-

ures. The Polish invasion set back
the evolution of the Revolution at

least a year.

CoBfPLETE Political Domination
BY THE Bolsheviks

When in Russia I attended various

public meetings, among them those

of the Central Executive Committee,

the Moscow Soviet and the annual

convention of the Communist party.

The Central Executive Committee is

composed of two hundred men and is

the real governing body of Russia.

The All Russian Council of Soviets

meets only twice a year and conse-

quently many important matters must
come before the Central Executive

Committee, which issues all the decrees

Yrom the basis of the Soviet administra-

tion . The Communists, who are really

a smaU fraction of the people and are

a minority even among the Soviets

themselves, have a most powerful party

machine. The following is an instance

of their steam-roller methods.

The Central Executive Committee
in May, 1920 was called on to consider

Lord Robert Cecil's proposal to send

an investigating commission to Russia.

Before this proposition came up before

the Committee, I talked to many of

the more liberal Communists, who ex-

pressed themselves as being in favor of

permitting the visit of the commission.

Also there was a general sentiment

among the non-partisans that it would
be an excellent thing. When it was
announced that this matter would be

debated and that the public would be ,

admitted, I went to the meeting, think-

ing it would l)e of great interest. Much
to my surpri.se, out of the two hmidred
members of the Executive Committee fl

I

there were only forty present. No one

seemed to take any interest. The
meeting did not begin imtil after seven,

though it was scheduled for six o'clock.

Finally Chicherin, Commissioner of

Foreign Affairs, appeared on the plat-

form and announced :
"There has been

a meeting of the Central Executive

Committee of the Communist party

and we have drawn up a reply to Lord
Cecil's note for your approval." Those
present held up their hands in obedient

approval andthe meeting was dismissed.

The same thing was true of the meet-

ings of the All Russian Council of the

Soviets. Committees were formed.

K they did not act as the leaders de-

sired, they were dissolved and other

committees formed—more obedient.

Organized labor in Russia is not by
any means overwhelmingly pro-Bolshe-

vik. Many trade union members are

Social Revolutionaries and Anarchists,

or belong to the Mensheviks, or mi-

nority faction of the Marxists. The
Mensheviks were in majority last year

in the Printers' Union. They struck;

whereupon the union was promptly dis-

solved and reorganized with a major-
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ity of Communists on its committees.

There was the same tendency to party

dictatorship in the All Russian Council

of Trade Unions, which includes all

the unions in Russia, twenty-three in

number. It has an executive com-
mittee of fifteen members. In the

spring of 1920 nine of those members
were opposed to Trotzky's scheme of

placing the factories under one-man
control, and they were notified that

they must change their policy. There
was a very bitter dispute about it but
it was done. These examples illus-

trate the complete political domina-
tion of the Bolsheviks. For this state

of affairs, the blockade and interven-

tion have been largely to blame. It

would have been impossible if Russia

had earlier been brought face to face

with the problem of economic recon-

struction; but continuous warfare has

made it very easy for the Commimist
dictatorship to retain its hold.

I obtained a very clear idea of the

trend of events in Russia from the

character of the prisoners with whom
I was thrown during my ten months in

prison. Most of those people were

not counter-revolutionists or spies, but
Socialists. Nearly all important mem-
bers of the opposition Socialist parties

are at present put in prison because

Lenin is not afraid of Cadets or Mon-
archists—^those issues are dead in

Russia—^but he is afraid of the dem-
ocratic and opposition Socialist ele-

ments. (I do not think there is any
possibility of the reactionary govern-

ment's ever coming back in Russia. It

is very clear that the general trend of

popular opinion is in favor of a dem-
ocratic form of government with some
Socialistic features.) There were a

great many Anarchists, also, in prison

with me last year. They are heartily

hated by the Communists as oppo-
nents of bureaucratism and centralized

government.

The Soviet and Forces of the
Future

With all its faults, however, the

Soviet government has filled a neces-

sary function. It is an inevitable stage

in the evolutionary process which is

going on in Russia. I think if it should

be abolished at the present time Rus-
sia might lapse into a state of anarchy,

for the vast majority of the people are

as yet unripe for representative govern-

ment. One constructive piece of work
being carried out by the Soviet govern-

ment is the inauguration of a uniform

system of universal compulsory edu-

cation. This, I believe, will last

under any government which may
evolve out of the present situation.

The Soviets are educating the people

through the army and through a very

wonderful public school system which
will eventually give to every child in

Russia a splendid education—and all

absolutely free. They have got away
from very many fads and unsound
theories which they attempted to put

into practice in the early days of the

Revolution.

You will find that the peasants who
are now being educated in Russia will

soon begin to formulate distinct politi-

cal opinions, somethingwhichtheyhave
never done up to the present time.

When they learn what Communism
stands for, they will immediately turn

against the Soviet government because

they want the possession of the land.

As far as they are concerned they have

abolished feudalism and gained the

right to own their farms. This, to

them, is what the Revolution repre-

sents and they will never favor any
party with eventual nationalization

of land as its goal.

Russia is now for the first time since

1914 face to face with the problems of

post-war reconstruction. It will be

impossible for many years for her to
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build up her industries sufficiently to

supply her own needs. Russia must
rely for her future prosperity on the ex-

ploitation of her natural resources and
agrarian production. It is verj' plain

that when the time comes for Russia

to settle down, whatever government

there is must have the good will of the

peasants. And no government which

aims at abolishing all property rights

XN-ill have that good will. At present

these peasants are controlled by a mil-

itary despotism, but I firmly believe if

they receive support from the outside

world, such as is coming from the

American Relief Administration and
from the re-op)ening of trade relations

with other countries, they will be able,

peacefully, to bring about radical polit-

ical changes within the country. This

is the opinion of thousands of Russians

who are of no particular political party,

and who have lived and suffered

throughout the whole thing. You will

find them in every administrative oflSce

in the government and they are almost

imanimous in agreeing that it is better

to let the Soviet government alone and
Bolshevism will eventually disappear

of its own accord. This is my own
opinion and I think it is substantiated

by the large majority of the intellec-

tuals in Russia.

I have no space to give you any idea

of what is going on in Russia in the way
of normal life among the people, the

wonderful theaters, the musicales, the

workmen's theatrical clubs, and the

interesting literary and artistic works

that are being produced under enor-

mous difficulties. The Soviet govern-

ment encourages and appreciates all

such movements and cooperates as

far as possible with all who are doing

constructive work in science, litera-

tiu^ or art. In many cases much of

this work is being carried on by in-

tellectuals who have long wanted to

carry out certain theories and had no
opportunity to do so under the Im-
perial government. This is particu-

larly true of those engaged in educa-

tional experiments.

In Russia at the present time people

are married and divorced very much
as they are in any other country. In

Moscow I went to a large church wed-
ding with bridesmaids, best man and
ushers, just as we have here. I at-

tended a concert in the War Office,

under the eye of Trotzky, which had
been organized for the dependents of

the employes. It was followed by a
ball at which we danced till early

morning. I went to meetings where
groups of poets read their latest com-
positions. I found them delightful

companions in spite of the fact that

they were all living under material

conditions that made life one long

scramble for food, fuel and clothing. I

also attended many delightful concerts,

went on picnics during the summer,
week-ended in peasant villages, went to

art exhibitions, studio teas and many
other pleasant social functions.

I cite these instances because I wish

to point out that in spite of seven

years of war, famine and suffering, the

Russian people are still intensely

vital, extraordinarily normal and able,

if the other natipns of the world will

give them the chance, eventually to

create for themselves, within their own
country, a form of government which
will retain the good and eliminate the

evil brought about by the Revolution.

But this end must be reached through

an evolutionary process, and one of the

most important factors in such an
evolution will be ending the moral and
physical isolation of Russia.
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The Evolution of New Russia

By Paul Miliukov, LL. D.

Formerly, Minister of Foreign Affairs of the Provisional Government of Russia

IT has been often said that there can

be no peace if there is no peace in

Russia. And the first question which

you probably would like to ask me is

whether there ever will be peace in

Russia. For four years you have been

accustomed to a state of never-ending

civil war—people killing each other

with no results at all but a continua-

tion of the same wretched regime.

When will the end come? Of course,

nobody can foretell the whims of his-

tory. But history has also its general

lines of development, and we can see

more or less definitely that particular

line which is now developing in Russia.

We can judge of it by certain facts and
try to make clear the meaning of these

facts. We can draw conclusions and
make comparisons, and that is the

basis on which my discussion will be

foimded.

The first point that I should like

to impress on you is that in Russia

we have a real revolution, a process

working in the large popular masses, a

great change of mind which is now
evolving as the result of this process.

It is probably impossible for a nation

to pass from the stage of medievalismto

a higher level of existence without

some kind of violent overthrow: such

was the case with Great Britain and
France. Russia had also to pass

through her revolutionary period, and
four years are not too many if you com-
pare them with the stages of develop-

ment of other revolutions. The French
Revolution lasted for ten years; the

first five years were the ascending

movement, while the following five

represented the descending movement.
To make use of the comparison, we
are now just approaching the turning

point in the process of Russian revolu-

tion. The Bolsheviks are at the end
of their rope and there is no hope of

their existing much longer. I cannot

tell you all the reasons for this conclu-

sion, but they can be summarized under
two headings: the state of mind of the

population and the destruction of the

economic basis of existence.

The State of Mind in Russia

The general hatred against the Bol-

sheviks in all classes of the Russian

population is the chief political re-

sult of four years of their rule. The
Bolsheviks began by enlisting the

people and outbidding all their com-
petitors, and the nation believed them.

The masses have now learned to know
that Bolshevik promises are no good
and that nothing can come out of them.

The working men have become the

chief enemies of Bolshevism because

nothing has remained not only of such

privileges as the working man received

from the Bolsheviks but of the greater

part of the privileges which he had be-

fore the Revolution. Labor is milita-

rized now, and no workman has free-

dom to choose his place of work or his

occupation. He must go wherever he

is sent by the central authorities and
he has to work as much as he is ordered.

The eight-hour day which was intro-

duced by the Russian Revolution does

not exist any longer as a legal statute.

The workman is obliged to work, if

necessary, for ten, eleven or twelve

hours a day. He has also to work on
Saturday. If he neglects his wqrk
and does not do enough—and he is

rated by piece work now—^then what
he has not done during the week-time

he is obliged to do on Sunday.
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It is still worse with the class of

Russian farmers, those farmers which
are the great majority of the Russian

people—eighty-five per cent of the

total population. From thevery begin-

ning they were looked upon as "small

bourgeois" and the enemies of the

"proletarian" revolution. There was
no special reason for protecting their

interests. It has been frequently said

that the j)easants got land from the

Bolsheviks. That is not quite exact.

The peasants had themselves taken the

land from the landowners a few months
before the Bolshevik victory. It is

stated in the Bolshevik program that

land must not be given to individual

peasants. If the peasants arc still in

possession of that land, it is not be-

cause the Bolsheviks were strong

enough to give it to them but because

they were too weak to take it from
them.

However, the Bolshevikswere obliged

to take from the peasants their grain.

They were forced to it becaase this

was the only means for them to feed

their army (which consists of from
600,000 to 1,000,000 gathered by con-

scription) . They had also to feed their

new Red bureaucracy, which, in conse-

quence, has very much swollen in

numbers, because everybody in Russia

must serve under the Bolsheviks in

order not to starve.

How did the Bolsheviks get food

from the peasants? The j>easant was
ready to sell his grain for manufactured

goods. But there were no more manu-
factured goods in Russia, as all in-

dustry had been killed. \\Tiy then

should the peasants give their grain to

the artisan population? The Bolshe-

viks decided to send armed detach-

ments to the villages in order to take

the grain from the peasants by force.

The peasants stopped sowing and con-

cealed their stores of grain. Then ex-

treme • measures were applied. Last

year everything the peasants had was
taken from them. That is why you
have now that desperate state of want
in the famine-stricken area. Of course,

one of the causes of the present famine
was the dry season. But dry seasons

occur regularly, while never has there

been such a famine as there is now in

Russia, The chief reason is that no
stores of grain remain and there is

nothing to fill up the gap left by this

year's bad crops.

The result of all this is that the peo-

ple, both working men and farmers,

are exceedingly dissatisfied with the

Bolshevik regime. There are always

some uprisings in some corner of Rus-
sia. But, of course, they are not

organized and the Bolsheviks have al-

ways been able to send their "Jani-

zaries"—selected detachments of the

Red army—in order to stifle these local

upheavals. Yet they testify, never-

theless, that the Bolsheviks do not

hold the confidence of the popular

masses.

Economic Failxjhe of the
Bolsheviks

Another reason to believe that Bol-

shevism is reaching its end is of still

greater importance. This is the lack

of economic basis for its further ex-

istence. The whole power of the Bol-

sheviks over selected groups of the Red
army and Red bureaucracy is based on
ability to give them food. But, as I

have said, it is becoming more and
more difficult to procure that food be-

cause the peasant stores are exhausted.

Moreover, famine has become endemic

in Russia.

You may ask me: If the Bolsheviks

are going to fail, who will take their

place? Different answers have been

given to this question. Some people

say there will be a reaction and Rus-

sian Monarchists will try to bring back

the former order of things. That
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kind of issue is eliminated by expe-

rience. During all these four years

Russian Monarchists have been work-

ing to introduce the former order of

things. But such attempts have only

brought about the complete failure

of armed struggle for Russia's libera-

tion. The so-called ^'White armies"

had considerable military success in the

beginning, but invariably a great

change would come, a hasty retreat and
then evacuation. This is explained by
the attempts of these White armies to

introduce in Russia the former state of

things. Theybrought withthem former
landowners and former administrators

and as soon as the peasants saw these

they changed their minds, deciding it

would be worse than Bolshevism.

Of course, there are still some groups

of former officers of the " White armies
"

who are being organized and helped

with money, particularly by German
reactionaries. Their aim is, as before,

to make use of Russia for their own
economic restoration. However, even
if they should succeed in taking some
part of Russia, the attempt would not

amount to much because of the afore-

mentioned state of mind of the Russian

people. The masses would never sub-

mit to the reactionaries and this

would only prolong the Revolution.

No Possibility of Reversion
to Anarchy

Some people say there is yet an-

other possibility. Russia, if not made
monarchist and brought back to its

former state may revert to anarchy.

Mr. H. G. Wells is responsible for that

judgment and Mr. Lloyd George for

repeating it in the House of Com-
mons. Both, I think, are very much
mistaken.

It is wrong to think that all the in-

tellectuals in Russia have been thor-

oughly exterminated by the Bolshevist

terror and that nothing is left beside an

amorphous mass of uneducated and un-
awakened people, unable to act politi-

cally. To prove that this is wrong, I

will quote a fact universally known, the

story of the Moscow Non-Communist
Famine Committee.
The creation of this committee elic-

ited such a reverberation, both inside

and outside of Russia, that the Bolshe-

viks became frightened. Provincial

branches of the Moscow committee
sprang up everywhere and began to be
regarded by the population as the

organs of a new administration, intend-

ed to take the place of the Bolshevist

organizations. Finally, the Bolsheviks

decided to put a speedy end to an
experiment which proved so dangerous

for them.

You can see from this fact that even

at present Russia is not a desert and
that elements of organization can stUl

be found wherever you go. You may
find everywhere, by the side of destruc-

tion and ruin, germs of new life. Un-
der that heavy cloak of Bolshevist

uniformity Russia is alive and not

dead, in spite of all her miseries and
sufferings. You can see, therefore,

how mistaken is the view that a state

of anarchy and chaos is bound to follow

when the bonds of Bolshevist power are

removed. Elements of new power, the

nuclei of new governmental structure,

are to be found everywhere in the coun-

try and they can crystallize at any
moment as liquid crystallizes under a

certain degree of temperature.

Thus Russia will not return to mon-
archy and will not become anarchist.

The two extremes. Red Bolshevism

and Black reaction, are made impossi-

ble by history. Russia will be a great

democracy. There are middle groups

which are united and which work to-

gether to bring about that great result

of the Russian Revolution.

Russia will be a federated republic.

You know that Russia is now dismem-
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bered. A number of border states

have been built out ofRussian territory.

They will not come back if Russia at-

tempts to dominate them as before.

They can be brought back only on the

basis of a free and friendly agreement

under a new form of federative govern-

ment. Of course, such an arrangement

is not easy. The example of Mr. Lloyd

George in Ireland showshowmuch small

nations appreciate their independence

and how much they are opposed to even

the loosest forms of reunion. But there

are certain geographical and economic

ties which have imited all parts of

former Russia for centuries and which
will bring them back together if na-

tional freedom and autonomy is fully

secured. From a "colossus on feet of*

clay," an empire of the Eastern style,

Russia will be transformed into a living

compound of national and regional

units, having come to a compact on the

basis of equality, freedom and federal

unity. Thus Russia will be healed of

what was one of the chief causes of her

constitutional weakness.

The new union will, of course, be
loose in the beginning. But we have
the example of America. In Phila-

delphia, in the summer of 1787, there

first met an assembly which worked
out the basis of the present Constitu-

tion, and you may recall how exceed-

ingly difiicult it was at the beginning

tp build one united nation. Now we
see that great united nation before us.

Russian history will develop in the

same way and bring about the same
achievement.

Contribution of a Russian
Republic to International Peace

Now one question more: If Russia

becomes a democratic and federated

republic, what can Russia contribute

to international peace? My answer is,

in the first place, that the Russian

people are naturally peaceful. You

may conceive that tendency of the

Russian people if you think of your
own Middle West: a territory which
has no boundaries, no neighbors of

foreign origin, and which has little to

do with foreign politics. In the second

place, there are in Russia no reasons

for imperialism. ^Vhat was the basis

of this tendency in Germany and now
in Japan? Over-population and over-

production. These conditions do not

exist in Russia. There is no over-

population in Russia, no over-produc-

tion of goods. The Russian people are

in need of foreign capital to assist them.

They haVe all necessary raw material

at home, just as you have in America.

Their huge continental block has re-

sources sufficient to feed itself and
to produce goods for itself; no matter

how many goods it might produce,

they would still not be sufficient to fill

its own expanding market. So Russia

has practically no reason for wishing

to possess colonies or for adopting a

colonial policy.

It must be said, also, that Russia is

a young nation, practically as young as

America. It would be wrong to repre-

sent Russia as an old country with an
old population. There are centers

which are very old, which have been

settled since time immemorial, but they

are only the nuclei of present Russia.

The largest part of Russia was settled

at nearly the same time as America, in

the sixteenth and seventeenth centuries.

Its population which extends to the Far
East is the result of that large stream of

Russian settlement to the east. It is

only since the seventeenth century that

Russia has begun to settle Siberia and
the process of settling Siberia is still

going on at a rapid rate. In 1897, the

population of Siberia was 9,000,000; in

1915, it was 14,000,000. Of this, the

white population in 1897 was 5,000,000,

and in 1915, 10,000,000—just double.

If you will take only the eastern part of
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Siberia (the part discussed at the Dis-

armament Conference ^ in Washington)
you will see that in the same eighteen

years the white population has in-

creased almost five-fold. And it has

not by far reached its natural degree of

density.

Let me add a few words to show how
much we Russians are interested in the

Washington Conference. We are not

imperialistic, but we may have a con-

flict with a power which we do con-

sider imperialistic, and that is Japan.

It is a conflict which will not originate

in aggression on our part but which
will result from such tendencies on the

other side. During the time of our
absence from the international tri-

bunals, Japan, making use of our tem-
porary weakness, took possession of

certain parts of Russian Far East
which do not belong to her and which
are occupied by white population.

The Japanese took the northern part

of the Sakhalin Island. They took,

also, the seashore opposite with a very
good bay, De Castries, where they are

now building a harbor. They took a
town which dominates the estuaries

of the Amur River—Nicolayevsk. Go-
ing still farther northward they took
from the Russians the fishing grounds
in the Okhotsk Sea and in Kamchatka.
In that way they try to stop the Rus-
sian colonization on the Pacific Ocean.
These colonies are the only white pop-
ulation in that region and form a kind
of white girdle, uniting Europe with the
Pacific. If this advance of the white
race on the Pacific Ocean is precluded,

Russia, in case of necessity, will be
unable to extend her hand to America
across the Pacific.

^ Conference on the Limitation of Armament.
Washington, D. C. November 11, 1921.

America's Sympathy with
Russia's Evolution

The policy of the United States to-

ward Russia at this hour of her trial is

so noble and unselfish, that we Russians

believe that nothing can ever destroy

the American-Russian friendship. In
a series of declarations, America de-

fended the principle that the interests

of a nation must not be impaired in the

temporary absence of its government.

And if the foundation for universal

peace is to be preserved, a country like

Russia cannot be neglected in her vital

interests.

The Russians appreciate deeply this

attitude of the United States. In the

War they sacrificed 7,000,000 men for

the common Allied cause. In spite of

the fact that Bolshevism is the result

of Russia's exhaustion in the struggle

for the common cause, there were some
who dared to call her traitor, after she

unwillingly abandoned the battlefields

on which many times during the War
she had saved the European democratic

civilization. America alone was never

heard to make or support such unjust

statements. This fact may further ex-

plain Russia's friendship and respect

for America.

Russia has never had such a famine

as she has now. Millions there are

dying. But again the Americans are

at hand, the only ones, to save the lives

of these millions. Down to the last

peasant in the remotest corner of

Russia the population knows and appre-

ciates this. We feel this is the greatest

hope for friendship between the two
great democracies, for we believe that

Russia will be a great democracy and
will deserve a place at the side of

America.
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Russia in the Fabric of International Finance

By Arthur Bullard
Director of the Russian Division of the Committee on Public Information during the War
and, subsequently. Chief of the Division of Russian Affairs of the Department of State.

IN meeting the situation in Russia,

I have a suggestion I should like to

offer. for your consideration—in the

same way that Nero used to toss

Christians to his lions.

We cannot foretell the course of

events in Russia. It may be that the

more extreme Communists will hold the

control of the Soviets for a long time,

and they do not wish to do business

with the rest of us in less enhghtened

parts of the world. As long as they are

in power the suggestion I wish to offer

is meaningless.

Those who have recently been in

Russia talk of "an evolution towards

the Right." This is also a possibility,

provided Lenin is able to win support

from among those he has persecuted

and proscribed. He has already done
many surprising things and lie may be

able to build up a political machine of

people who are more loyal to his per-

son than to his original theories. "The
drift towards the Right" may continue

until the Soviets are no more hostile to

the rest of the world than are the

occasional Socialist governments of

Scandinavia.

There is also the possibility of a
violent overthrow and the organization

of a new government on the basis of a
definite break with the communistic
tradition. Those who have recently

been in Russia feel that this is the

least probable of these three possi-

biUties. But I do not think that we
can ignore it. The old sword makers
of Damascus, in the days of the Biali-

phate were in the habit of etching on
the blades they made, the Arabic

proverb: "Who draws the sword, dies

by the sword." There are a tremen-

dous number of blood feuds in Russia

—

so many that I find it hard to believe

in peacefid evolution, however desir-

able it may seem.

By whichever road events travel, we
may assume that sometime—in the

fullness of time—there will be a govern-

ment in Russia which wants to do
business with the rest of the world and
with which we shall want to do busi-

ness. I now venture a prophecy

—

that government will be broke! There
will be no cash in the treasury, no
income from taxation, no large imports

on which to levy tariff duties and,

worst of all, no credit.

Such a new government would have
to spend money. Even if the Arch-

angel Gabriel should accept the pre-

miership he could not maintain himself

in oflBce without funds. The manifold

ameliorations which would immedi-

ately be required woidd be costly.

Suppose such a government should

arise in Russia this winter. It would

be faced by the tremendous expenses

of famine relief—and there is no money
at hand.

Lenin and his friends, in the first

days of their power, before hard times

had made it fashionable to talk of

giving up their theories and "swinging

towards the Right," set out with defi-

nite intent and remarkable success to

make difficidt a capitalistic restora-

tion. They were not nearly so worried

over a return of the Tsar as they were

by the "intrigues of international

financiers." All their financial decrees

and policies were intended to erect a

barbed wire entanglement against the

attacks of capitalism. The dilapida-

tion of capital assets, the dispersal of



RlTSSlA IN THE FaBRIC OF INTERNATIONAL FiNANCE 11

the national gold reserve, the discredit

which frantic printing presses have
cast on currency, the repudiation of

aU foreign debts, have created a situa-

tion of exceeding difficulty for any
future Russian minister of finance, who
wishes to bring his country again in

touch with the common economic life

of the world. Without any available

cash, a new government in Russia

will be utterly hoi>eless unless it can

very speedily get credit.

Financially, Russia is bankrupt.

But looked at from an economic point

of view, she has better bases for credit

than most of the European countries

now in our debt. In comparison,

Belgium, for instance, is like a skilled

artisan who has a steady job and a

fixed income. There is a very definite

and limited amount which he can save,

over the imperative demands of con-

sumption, to pay off the debts he owes.

Russia is like one of our frontiersmen,

who has just taken out a quarter section

and who, by merely cutting down the

trees, will double and triple the value

of his land and has also a chance to

uncover a gold mine or strike oil.

Our own financial history—after

the Revolution and the Civil War

—

shows that the way to pay off debts is

to open up new and undeveloped re-

sources. It is in tapping virgin terri-

tories, by driving transcontinental

railroads,by opening mines, that money
is made rapidly and easily. Russia

today is in a position very similar to

that of the United States at the be-

ginning of our industrial development.

We had a vast country and consider-

able energy, but we were very poor.

It was only by borrowing heavily from
Europe to get the necessary capital

that we were able to speed up our in-

dustrial development and get rich

quickly. From this point of view,

Russia has very much better founda-
tions for credit than the more highly

industrialized countries of western
Europe. They are already fully cap-
italized; but Russia's earning capacity,

her ability to produce more than she

consumes would be tremendously in-

creased by wise capital investments.

Granted an equality in political sta-

bility, the undeveloped countries are

very much better borrowers than those

already capitalized.

This brings me to the suggestion I

wish to offer for your consideration

tonight. The whole fabric of inter-

national finance is threatened by the

impasse of the Inter-Allied Debt. Any
large scale repudiation or cancellation

would be a death blow to "credit."

If the formal "promise to pay" of

great governments cannot be relied

upon, we will find it exceedingly dif-

ficult to trust each other as individuals.

But when we begin to discuss the pay-

ment of these debts, we find ourselves

in the unfortunate position of being

the principal creditor. The only pos-

sible way for the European nations to

pay us is by exporting to us their

surplus of manufactured goods. To
pay, they must send us more than they

take from us and the prospect is so

terrifying that Congress rushes through'

an emergency tariff to protect our

own industries from such dumping.
We are very much worried over the

fear of what will happen to the theory

of credit if they do not pay us, but

not so much worried as we are over

the prospect of disaster if they did

pay us.

Now, assuming for a moment that

a government has arisen in Russia

which inspires confidence, I suggest

that the conversion of the present

bilateral obligations into a three-

corner credit arrangement might help

to start again the wheels of industry.

Suppose there is a French obliga-

tion for $10,000,000 due to us on Janu-

ary 1, 1923. The French cannot pay
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except in industrial products which we
do not want. Russia, however, needs

such manufactured goods—needs them
terribly. Suppose \^*e sell that French

obligation to the Russian Government
in exchange for their long-term note,

payable in 1953. The eflFect would be

an immediate stimulus to French in-

dustry, because it would give French

manufacturers a chance to sell the

product of their factories for dollars.

It would at once give Russia the pur-

chasing power she so vastly needs.

And as far as America is concerned, it

would mean receiving a long-term note,

underwritten and endorsed by all the

undeveloped wealth from the Baltic

to the Behring Sea in exchange for a

short-term note which we cannot

collect.

Suppose a factory in Petrograd needs

machinery and its agents discover that

it can be procured on favorable terms

in England. The Russian Government
issues its obligation in our favor for the

amount of the purchase price. Our
Treasury then credits the British Debt
account with that sum. The Russian

importer pays his own government for

the purchase in his own currency. The
British Exchequer pays the exporter

in pounds sterhng. Once more, we
trade a short-term note, which could

be paid only in manufactured goods

which we are determined not to receive,

for a long-term note which will be paid

in the raw materials of Russia.

Many other variations of such a

scheme for credit conversion will sug-

gest themselves to you. I believe that

there is here a possibility for the future

which warrants careful consideration.

The difficulties to be overcome are

obvious, but at present our whole

international financial machinery is

stalled. Perhaps in Russia our in-

dustrial chauffeurs will find the in-

gredient necessary to enrich the mix-

ture in the carburator and start the

engine once more.
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THROUGHOUT the war period

the cost of living was used as a

basis for wage determination. The
method in practice revealed .many
limitations. The members of the Edi-

torial Council concluded that the best

thought of the country should be

sunmioned to the query as to what
were the fundamental factors deter-

mining wages. Were they decent sub-

sistence, an American standard of liv-

ing demand and supply, productivity,

differential productive or relative rat-

ing?

The council asked Dr. Thomas
Warner Mitchell to lead this discussion.

Dr. Mitchell, for many years before

his advent into the management
engineering profession, had held the

Chair of Business Administration in

one of our large state universities and
was an indefatigable student of eco-

nomics. He had long been a student

of wage determination.

The plan of that portion of this

volume which is devoted to bases of

wage determination is as follows: In

the first section are assembled a few

articles descriptive of noteworthy spe-

cific plans of wage-rate determination

and adjustment that are in actual

operation in a few industrial plants.

We earnestly recommend that the

reader peruse this section, particularly

Mr. Becvar's article, before reading the

second section. The latter, devoted

to a discussion of basic principles,

consists of a detonating article by
Dr. Mitchell, followed by discussions

from four economists, two leaders of

organized labor, and one management
engineer. The third section deals with

the problem of seasonal and cyclic un-

employment.
The value of this discussion is two-

fold: (1) It re-examines the foundation

of the living-cost and living-standard

bases of wage determination. (2) It

directs general attention to a method
of valuing operations and determining

wage-rates that, applied rather crudely

as yet, is just beginning to be used but

may later come to play a very impor-

tant role.

Clyde L. King,
Editor.
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A Method of Grading and Valuing Operations

By Frank J. Becvak*
Production Superintendent of the Clothcraft Shops of the Joseph and Feiss Company

ALL operations in our tailoring

departments at the Joseph and
Feiss Company are on a piece-work

basis. Those in the cutting depart-

ment are on a premium system.

The process of arriving at a piece

rate for any specific operation involves

three main steps, viz.: (1) determining

the best method and standardizing

appliances and conditions; (2) deter-

mining the best rate of output that can

reasonably be expected of an operative

who is adapted to the work and fully

skilled in performing it, by the method
chosen; (3) determining the value of

such work per hour or per forty-four

hours when performed at the standard

rate. The piece rate is arrived at by
dividing the hourly rate thus deter-

mined by the rate of output.

For instance, if we decide on the

basis of careful time studies that in

operation A the standard rate of per-

formance under the specified condi-

tions, with the specified appliances and
the like, is to perform this operation on
twenty-five garments per hour, and
that the value of this work at this rate

of performance is $1.25 per hour, the

resulting piece rate is 5c per garment
or $5 per one hundred garments. In

like manner, the performance standard

on operation B may be seventy-five

garments per hour and the determined

value of such work 90c per hour,

which results in a piece rate of 1.2c

per garment or $1.20 per one hundred
garments.

*Note.—In preparation of this article I wish

to acknowledge the assistance in presentation

given by Dr. Thomas W. Mitchell as editor, and,

also, the collaboration of Mary Hennan, Super-

visor at the Joseph & Feiss Company.—F. J. B.

Determining the performance and
time standards is a technical process

involving detailed elementary time

study, standardization and control of

operating conditions, appliances and
methods, application of delay and
fatigue factors and the like, an explana-

tion of which is not important for the

purposes of this article.

The illustration of the two operations

cited above exemplifies two important

problems that are involved in the

valuation of an operation. First, there

is the relation of one operation to

another as shown by the fact that the

one is valued at $1.25 per hour, the

other, at 90 cents per hour when both

are performed at the standard rate:

the former is valued 35 cents an hour or

38 per cent more than the latter. Sec-

ond, there is a relation to the general

wage level represented by the fact that

these two rates are $1.25 and 90c

rather than $1.75 and $1.26 or 75c

and 54c or any other pair of rates in

the same proportion. The same dis-

cussion of these two questions with

reference to grading of piece work
operations will also apply to the

other operations for which there are

valid production standards.

Among the factors that determine

that the rate for the one shall be 38 per

cent higher than the rate for the other

are the factors of skill and the time

required to learn the operation.

The Factor of Skill in Relative
Valuations

Skill is something which we all talk

about but for which there is no stand-

ard definition. And it is difficult to

15
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define. We consider that it has refer-

ence to the following elements, viz.:

(1) the character of the work elements

that compose the whole operation,

particularly the care with which they
must be performed in order not to

impair the quality of the product,

together with the worker's required

knowledge and ability not only to

judge eflFects after they ha\-e been
produced but to foreknow them; (2)

the complexity of the motions; (3)

variation and complexity of the whole
operation; (4) the type of operative

that is adapted to the op)eration and
the experience that he must have had
in the organization in order to be

properly qualified for the operation in

question. An excellent example of this

first element is in hand pressing, where
the operative must be able not only

to recognize the quality of the effect

he has produced, but to pre-judge this

eflPect on each kind or texture of cloth

and thereby know how to treat it. .

In determining the character and
complexity of the motions that com-
pose an operation, and the complexity

of the operation as a whole, the careful

analysis made by the time study ob-

server is extremely valuable. The
experienced time study observer is able

to grade the elements from the charac-

ter of his readings. The greater the

number of difficult elements in the

whole operation, the higher the

grade.

A good comparison to illustrate the

meaning of the third element is the

comparison of the relatively short,

simple and uniform operation of sew-

ing wigans or rectangular silesia pieces

onto the bottoms of coat sleeves to

stiffen them, with the lengthy, very

complex and variable operation of

"pocket making" in which the opera-

tive must know how to put in all kinds

of pockets—flap, horizontal welt, ver-

tical welt with inlaid facing, slanting

welt, crescent shaped pockets, piped

edges, patch pockets and the like.

Finally, some operations are of such

character that the op)erative is not

properly qualified to jjerform them
unless he knows the work that has gone
before or that is to follow. Several

years' work on other parts of the gar-

ment making process may be required

of an operative before he can acquire

the knowledge and understanding

needed for the operation in question.

General experience with operations as

performed under the general conditions

in the organization may also be essen-

tial. Furthermore, even without such

versatility, some operations involve a

longer training period than others

before the operative can come up to

the standard rate of performance.

Thus skill, as above defined and
judged, and the length of time normally
required to bring the operative up to

full proficiency in the given operation,

inclusive of the time required to learn

operations that lead up to it, are the

factors that govern the relative valua-

tions of the various operations. On
this basis all operations are divided

into grades known as classes. The
values of these classes progress with a

common difference of 5 or 10 cents per

hour from the operations of the lowest

to those of the highest class.

This difference of 5 or 10 cents per

hour between adjacent classes has a

practical significance. It is large

enough to constitute a sufficient in-

ducement to operatives on one class of

op>eration to seek advancement to the

next higher class. With a smaller

difference the added earning power
often would not be considered worth

the trouble of learning operations in

the next higher class.

Fiulhermore, this careful classifica-

tion of operations enables us to offer

prospects of an attractive career by
our adopting a policy of recruiting new
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employes only in the lowest classes and
filling all personnel needs in a higher

class by advancement from a lower

class.

Relative Gradations from
General Wage Level

Now comes the second question,

namely, that of the wage level. We
establish starting rates in the lowest

classes that aim to afford, for the type

or grade of employe wanted, a reason-

able subsistence which takes into con-

sideration the prevailing rate in similar

industries in the locality and is suffi-

cient to attract the grade of worker

wanted in sufficient numbers. This

subsistence rate is the employe's guar-

anteed rate, no matter what his piece-

work earnings are. We determine the

piece rates in these lowest grades so that

when the operative comes up to stand-

ard he will earn from 25 per cent to

33| per cent more than this minimum.
This establishes the lowest class. The
differential of 5 or 10 cents per hour
per class does the rest.

We also obtain a basis of check upon
this process at the top of the scale. By
the time we arrive at that type, we
have employes of such length of service,

variety of training and versatility that

they compare favorably with the most
skilled craftsmen in the industry. Nat-
urally their wage-rates must also com-
pare favorably.

All new operatives are put through a

course of training in our vestibule

training school and commence work
in the lowest classes of operations.

This is done whether or not the new-
comer has been classed elsewhere as a

"skilled craftsman." For no matter
how "skilled" he may be under the
almost universally prevailing method of

conducting work in the clothing indus-

try, he is not skilled in working by our
standard methods, under our plan of

performance standards, nor is he in-

structed in and filled with the spirit of

our plan of organization. However,

if he does come to us a skilled crafts-

man his progress will be vastly more
rapid than otherwise; he will consume
only weeks or at most months in pro-

gressing to the grade of operations in

which he has been rated as skilled

as against years without such previous

trade experience.

Any plan of wage-rate determination

must, in order to be satisfactory,

satisfy the workers affected on two
questions that they raise either ex-

plicitly or unconsciously, viz: (1) Are

the earning rates sufficient? (2) Are the

various rates fair, relatively, one to

another? The question of sufficiency

refers not merely to what is needed for

living but to other rates for the same
grade of work in the community. The
question of fairness involves such ideas

as "equal pay for equal work," "more
pay for harder work,' ' and the like. We
believe that our method of determining

and adjusting wage-rates yields satis-

factory answers to these questions.

Particularly is this true because we
do not impose any determination or

adjustment by arbitrary methods. We
systematically review our classifica-

tions four times a year. We consider

every operation and maintain or ad-

vance its class according to careful

weighing of its contents. We drop an

operation to a lower class whenever
the operation itself has been changed

so as to include a smaller proportion of

the more difficult and valuable work
elements. We submit to a wage com-
mittee and to the operatives affected,

our revisions with our reasons in ad-

vance of the pay period in which they

are to go into effect; this gives the

operatives time and opportunity to

consider them and protest if they deem
the revision wrong. Any such dif-

ferences of opinion are carefully

threshed outwith the employes through
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their representative and the Employes'

Council. Ix)wering the class of an
operation occurswith great infrequency.

When this is done, opportunity is

sought to advance the operatives so

affected to a higher class so that their

earnings will not suffer. We have

never yet been able fully to man the

operations in our highest classes.

In the above we have been discuss-

ing basic wage-rates, their determina-

tion and adjustment. These are sup-

plemented in our factory by bonuses.

There is a daily production bonus
which is paid to each operative who
maintains his output at the standard

rate; a daily quality bonus which is

paid to each op>erative who avoids

rejections for defects of workmanship;
a daily attendance bonus that is paid

to each operative whose attendance for

the day is perfect and who reports for

work on time at the beginning of the

next work day and a daily length of

service bonus that is graduated ac-

cording to the number of years the

individual has been in the company's
continuous employ.

Inteb-Factory Valuation
Processes

This process of analyzing, classifying

and relatively valuing operations with-

in a factory should also be applicable

to operations in different factories and
different industries. Two things are

requisite in such application, viz: (1)

The performance standards must be

determined by similar methods. (2)

The analyzing, classifying and valuing

must also be accomplished by similar

methods. In other words, these proc-

esses must themselves be standardized.

Furthermore, when it comes to

relatively valuing processes in dif-

ferent factories and particularly in

different industries, at least one addi-

tional factor must be taken into

consideration, namely, the degree of

unemployment hazard. Degree of

exposure to personal injury and to

health deterioration are also factors.

The latter may vary within the factory

as well as from industrj'^ to industry.

In conclusion, while the extension of

this process of analysis and classifica-

tion to the comparison of work in

different industries undoubtedly is

desirable, it may not be practicable at 1

1

the present stage in the development

of industrial management. In alto-

gether too few plants and industries

have there been carried on the careful

scientific analysis and study of proc-

esses, the standardization of work-
content, appliances, conditions and
methods and the determination of per-

formance standards that must be the

foundation of such classifications. The
more rapidly plants in all industries

come to this basis of management and
analyze, classifyand relativelyvalue the

various operations loithin the plants, {he

more rapid will be the progress toward
valid classifications and relative valua-

tions of processes between industries.
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Analyzing, Grading and Valuing Operations in a

Modern Manufacturing Organization

By A. B. Rich
The Dennison Manufacturing Company

THE following is a description of

the procedure followed by a Massa-
chusetts corporation inwage determina-

tion. So much of the plan is dependent

upon the company's policies and the

conditions of work provided, that it is

impossible to judge as to its merits

without some portrayal of these two
factors. The determination of wages
of foremen and other members of the

management involves special consider-

ation, so this article will deal only with

the plan followed in regard to factory

and clerical employes.

The factory itself is highly organized.

By this is meant not so much that there

is an extreme subdivision of labor, as

that a clean-cut definition has been
made of the responsibilities of the

management, of its various members,
and of the responsibilities and the

nature of the work of each of its em-
ployes.

For the most part production is

planned by members of the organiza-

tion who have been trained in this

function of management, thus leaving

the foremen and his assistants more
free to attend to problems of personnel.

As a consequence, working conditions

are much more attractive than they are

apt to be when the planning of work is

left to the foreman and his assistants.

In the majority of operations, methods
of work have been most carefully

analyzed and the details of the jobs are

specified, as are also the working condi-

tions and materials. The tools, equip-

ment and materials described in the

specifications are so far as possible the
best obtainable for the task and the
product, and it is "somebody's job"
to see that all these requirements are

according to standard, and provided in

the place and at the time they are

needed. The practice of issuing job

tickets with these specifications and
instructions for all work done, is ac-

cepted as a principle, and is being

extended as rapidly as possible through-

out the organization.

There are limitations, of course,—in

human ability, in the planning opera-

tions and in materials provided. There

is the "innate perversity of inanimate

things"—^no one realizes this better

than the engineer who makes it his

work to reduce these limitations in

some measure. But the extent to

which work and working conditions

may be improved by men trained in

research in various fields is far beyond

the average practice of today.

This company has built up its busi-

ness on a reputation for a fine quality

of product, and this tradition of quality

has influenced general working condi-

tions in the plant to a marked degree.

The neatness and comfort of work
rooms and the type of people in the

company's employ are such as would be

expected in consequence of this insist-

ence upon quality during a great many
years' operation.

The Company's Personnel
Policies

For the past twelve years this com-

pany has been striving to prevent

seasonal employment with the conse-

quent "lay-off" of employes during

dull periods, and the unemployment
due to business depressions. It has

also set aside part of its profits to be

used as an "unemployment fund." The
"unemployment fund," however, is
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not considered in any degree so im-

portant as the prevention of lay-offs

because of either seasonal or cyclic

depressions in business. This preven-

tion is accomplished by an analysis of

the facts, and by planning to balance

the demands made upon the factory

for the full calendar year tlirough

various seasons. So far as is known,
there is no one plan that will accom-

plish this result and it is believed that

in every case individual treatment is

necessary. In this company this work
is accepted as a responsibility of the

selling organization, so the members of

the management who have charge of

sales and merchandising place orders

for items of stock goods, devise articles

to keep the factory busy during off

seasons, increase their sales force to

maintain a fair amount of business

during a general depression, and in

other ways guard against the unem-
ployment and loss of skilled employes.

This company has felt the need of

the advice and criticism that its em-
ployes may give to the management,
and in consequence for the last few
years the employes have elected a

Works Committee under rules and by-

laws drawn up by a committee of the

employes (which rules and by-laws

were accepted by the management
without alteration). The Works Com-
mittee, as will be noted hereafter, is

always' a potential and often an active

factor in the determination of wages.

Furthermore, the presence within the

organization of a Works Committee
whose responsibility it is to see that

the employes, individually and as a

whole, have a share in management,
is evidence of the spirit of the company
and of the reputation it has in the eyes

of applicants for employment.
The company believes that each em-

ploye has a right to be treated as an in-

dividual and not as an imdifferentiated

unit of a group. Every possible means

is used to determine the ability and
standing of each individual in relation

to that of every other individual en-

gaged in similar work. This is equally

true whether employes are paid on a
weekly, hourly, or production basis. In

cases where productivity is measured
and wages vary directly with produc-

tion, the payment method is devised to

insure the greatest amount of individ-

ual variation. An hourly base wage is

paid from a minimum starting figure,

increasing as the employe's record

shows improvement in quality of work,

greater versatility (ability to work at a

variety of operations), or greater pro-

ductivity. Increases are made as soon

as the records justify them. There are,

consequently, no flat rates for any
given kind of work, applying indis-

criminately to all employes engaged at

the same task.

Service Records and Prompt
Recognition of Ability

Records of employes are kept in

nearly every division of the factory.

These are in various stages of develop-

ment; some are more thorough and in

more active use than others. For this

article it is proposed to describe a divi-

sion where most advanced steps have

been taken in recording the individual

standing of employes. Here a service

record is kept of each employe, showing

attendance, earnings and production,

pay changes and rating, average piece

earnings, as well as all information

concerning the individual, such as

schooling, physical rating, previous ^
employment, and the training in vari- ^
ous jobs with this company or with

others. Each employe is interviewed

at least twice a year. At these meet-

ings he is given the opportunity to

examine his record card and discuss

with the division superintendent or

his assistant any particular difficulties

he may have experienced. If he has a
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preference for certain work, it is re-

corded, both on the employment record

and by cross-index mider job heading,

so that when a vacancy occurs he will

be transferred accordingly. So far as

possible, promotions are made in ac-

cordance with each individual's desires.

All the various kinds of work are

classified, and vacancies in the higher

classes of employment are filled from

the ranks of those whose knowledge,

earning capacity and desires fit them
for such advancement. It is held that

the personal preference of an employe

for a particular kind of work is a very

strong indication that he will prove

satisfactory in that occupation. The
company has in its employ about 2,500

people in the classes covered by this

article and during 1921 over 700 trans-

fers were made from one department to

another in an effort to meet the desires

and needs of individual employes for

different kinds of work.

This is entirely aside from promotion

within departments where have oc-

curred vacancies which have been filled

by advancement. New employes are, in

consequence, practically always placed

at jobs which are classified as least

skilled, and only in the case of a few

trades where apprenticeship has been

served outside of the company's em-
ploy, are new people placed immedi-

ately in the more remunerative posi-

tions. It should be further mentioned

here thatnewemployes are placed under

competent instructors, and are trained

for the work they are to do until they

receive the approval of those capable of

deciding as to their fitness for regular

production. Even after they have been

turned over to the producing depart-

ments as accredited employes, their

record is followed up until the Training

Division is certain that they are satis-

factorily located. After this, the follow-

up interviews already mentioned tend

to direct the employe's advancement

in accordance with his ability and
desires. As noted above, changes in

individual wages are made whenever

the service records show they are justi-

fied. All service records are examined

monthly to insure prompt recognition

of any increase in ability.

Almost without exception, those who
constitute the management in this

company started at the bottom and
worked up to their present responsi-

bilities, having earned their promotion

by ability alone. This policy of pro-

motion from the ranks in all possible

cases is considered to be of the greatest

value in its influence on the morale of

the organization.

It is believed that if wages offered

are higher than those prevailing for

similar kinds of work and are suflBcient

to maintain a comfortable standard of

living, a larger number of high-grade

people will desire to be connected with

the organization offering these oppor-

tunities. From such applications for

employment, it is to be expected that

only the finest types will be accepted,

and only the best will be retained.

Wages, however, are not the only

attraction of the applicant for employ-

ment. The company's reputation for

good working conditions, meaning all

those conditions which vitally affect

the employe—surroundings, instruc-

tion, continuous employment, opportu-

nities for advancement or transfer to

congenial work, individual considera-

tion at all times—^has a considerable

influence on the minds of the more
intelligent class of employes.

Analyzing, Grading and Valuing
Operations

The first thing done in the deter-

mining of wage-rates is to make a

careful analysis of the various jobs

within the organization. It is the

experience of this company that it is

not necessary to be continually making
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new analyses of jobs. A fairly thorough

job analysis was made in 1917, and has

been checked up from time to time

since that date. \Vhen changes in

methods of work are instituted, the

job analysis is modified to conform with

the new condition. A considerable

proportion of the operations are very

thoroughly specified as a result of time

study and rate setting. There are,

however, a good many jobs, particu-

larly in the warehousing and shipping

departments as well as in the office, and
also in what may be classified as service

work in the producing departments,

that have not as yet been analyzed by
the time study and rate setting depart-

ment. A careful job analysis is re-

quired for these jobs also, and the

physical and mental qualifications they

require need to be definitely indicated.

\Mien this analysis work is com-
pleted, the next step is to obtain the

"going rates" of wages for similar

work. By "going rates" is meant the

rates of pay in effect in similar indus-

tries in the general locality where the

company is situated. This knowledge

should be still further supplemented by
reference to rates in effect for similar

types of work in other parts of the

country, and by reference to the cost of

living in so far as it can be ascertained

through published data. In the past

this information has been obtained

from:

United States Department of Labor;

Department of Labor and Industries

(Massachusetts) ; Union scales; Massa-

chusetts Commission on Necessaries of

Life; other industrial concerns.

In studying the relative wage-rates,

all the various factors of the job analy-

sis are considered, and great care and

attention given to determining to what
extent the various jobs within the

organization compare with the class of

work for which the "going rates" of

wages have been obtained. For in-

stance, there are many cases where
operations are peculiar to a given in-

dustry, to say nothing of the fact that

even in any two concerns in the same
industry similar work is not exactly

comparable, owing to the different

forms of organization in effect, and the

variations in the method of operating.

The employment or personnel manager
should strive to see the operations and
the conditions of work in other indus-

trial concerns whose rates he is attempt-
ing to use for comparisons. However,
the training or skill necessary, the

agreeable or disagreeable character of

the work, the possibilities for advance-
ment, the hazards of the occupation,

etc., are all carefully weighed in each
and every case as the rate is computed.
Operations that are paid by a produc-

tion method of payment are indicated

in the different classes of work as well

as those paid on an hourly basis. The
range of base rates and the class of

piece-rate earnings applying to the

different types of work are given. Of
course there are not as many different

classes of wages for those paid on the

production plan as there are for those

paid on hourly or weekly rates, each
employe's productivity placing him
more accurately in his particular rela-

tion to his fellows. There is, however,

a considerable variation in base rates;

and a variety of bonus rates applicable

to different types of work.

In setting the wages for the different

classes of work, it has been found to be
a good plan to begin with the simplest

types of work and make up rates for

these first, and then advance, progres-

sively, to the more diflficult jobs.

When wages for each class of work
have been compiled, they are con-

sidered by the division superintendents

in conference. These division superin-

tendents are assistants to the works

manager and are responsible for the

general oversight of the different pro-
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ducing and service divisions of the

factory and warehouse. At this con-

ference, a considerable amount of

criticism is usually forthcoming, and

many helpful suggestions are made
which tend to improve the classification

and more clearly distinguish the dif-

ferent types of jobs. So far, a final

unanimity has always been arrived at

before taking any further steps in

making up a classification. In every

case where a general modification of

wages has been made, it has first been

submitted to the Works Committee
for its approval or criticism.

The outline of wages proposed is

made to show the general range sug-

gested for all classes of work; for in-

stance, the minimum, standard and
maximum wages to be paid for a given

operation, and the minimum appren-

ticeship period considered necessary

before an individual could attain

standard. It will be apparent that the

actual rates of pay for any given group

will include all variations between a

minimum and a maximum according to

the degree of experience and ability of

^^ each of the various employes

The maximum is published only as a

reasonable maximum for the work
indicated. There are instances where
in practice it is exceeded, but these

cases are based on special merit and it

is not considered necessary to insist

upon this point in reaching an agree-

ment as to general wage levels. The
Works Committee have in the past

appointed a subcommittee to study the

wage classifications, and have them-
selves compared them with the " going

rates" of wages as they have appeared
in the publications that the manage-
ment used; and as far as they have been
able to, they have checked them up
from personal knowledge or investiga-

tion. With comparatively few minor
qhanges, the bases for wages outlined

have been accepted.

Recent Readjustments of Basic
Wage-Rates

The wage bases determined in March
1921 in the manner described repre-

sented from 100 to 130 per cent

increase (approximately) over 1913

levels. During the spring and summer
months of 1921 the cost of living as

reported by the Massachusetts Com-
mission on Necessaries of Life began to

show definite reductions, and in the

latter part of June the management
laid the situation before the Works
Committee as follows:

The company feels that the time has
come when they must reduce their employes
in proportion to the general change in

wage-rates, but in doing this, in the first

place, the company will pay attention to

the individual merit of its employes and only

reduce those who are not able, by increased

eflSciency,to justify theirpresent wage; and,

in the second place, the range between the

present maximums and minimums will be
increased, thus allowkig even those em-
ployes who are now at the old maximum to

maintain their present wages if they can
show premium ability suflficient to justify

the margin by which their wage exceeds

present wage standards.

Just how this can best be brought about
we do not know. It is something that must
be carefully worked out and applied suf-

ficiently slowly so that it can be done with

accuracy and fairness. The management
is working now on plans to carry out this

general policy, which it will submit to the

Works Committee when completed, and
will be glad to have the Works Committee,
either directly or through a subcommittee,

work on the same problem and propose

plans for the execution of these policies, or

make suggestions in regard to their execu-

tion.

A conference committee representing

both the management and the Works
Committee drew up plans by which the

adjustment was accomplished in ac-

cordance with the policies outlined.

The starting wages, or minimum and
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standard wages, were in practically all

cases reduced to conform more nearly

with general wage levels. Maximum
rates were maintained. Individual

re-rating with the new wage-rates for

basis was carried out within six weeks,

and although all had the privilege of

questioning their final rating, either

directly or through the Works Com-
mittee, only 14 out of 2,500 raised any
(juestion in regard to their standing

after the readjustment.

Bases for Determining Wage-Rates

:

A Fair Day's Pay for a Fair Day's Work!

By R. M. Hudson
Manager of Methods and Personnel, Holt Manufacturing Company

IN attaining the equity implied in

the above title, there are two major

points of view—^that of the employer,

who is to pay the wage, and that of the

employe, who is to render the service.

No wage agreement or adjustment was
ever mutually satisfactory in which

one of these viewpoints was under-

estimated, or lightly considered by the

holder of the other. Industrial his-

tory is full of examples which prove

the truth of this statement. Times
change, but human nature is much the

same today as it was when the wage
system began. What every worker

wants, regardless of his job, position,

rank, or station, is an income that will

satisfy his needs, his desires and his

ambitions. Since it seems that no two
of us have identically the same wants,

tastes, desires, ambitions, or inclina-

tions, is it any wonder, then, that we
have made so little progress toward

achieving a formula wherein wages and
services are always balanced? This,

however, should not deter us from
striving to establish a method that will

work with greater justice than any
heretofore; rather, we should accept

the evident lack of such a method as

a challenge to do our utmost toward
bringing about a more general under-

standing of what is a fair day's work
in every industry or occupation, and
what is a fair day's pay for that work.

The Employe's Viewpoint

Since the rendering of a service

precedes the payment therefor, let us

consider the employe's viewpoint first.

Work, to him, is primarily the means
to an end. It is the medium through

which he reaches a definite objective.

That objective is first expressed in a

living for himself and others dependent

on him; after that, in a competence
which shall insure him and those

dependent on him against poverty and
hardship in old age. And while the

average worker is thus concerned about

the present, and the relatively remote

future, he is also interested in getting

a certain amount of enjoyment out of

life as he goes along. It is these three

major interests that have the greatest

influence in forming the conception, in

each worker's mind, of what is a fair

wage for his work. The compensation

he wants is not based on the laws of

supply and demand, though the com-
pensation he gets, is! Therefore,

employes as a class will never be satis-

fied with any method of determining

wageswhich fails to regard their services

as something more than a commodity.

The Problem Confronting the
Employer

The employer, however, is not with-

out his own desires, hop>es and aspira-

tions, and, no matter how fair-minded
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he may be in his dealings with his

employes or co-workers, he finds his

ability to pay high wages often limited

by the demand for his products or

services. Since that demand is the

expression of the price the employer

can get for the products of his plant,

it follows that the employer is not the

final arbiter of the wages he can pay.

It is the ultimate consumer that pays

for all the activities involved in bring-

ing to him the article he uses.

The employer is thus in the difficult

position of conducting his business

so that he can maintain the demand for

his products, pay satisfactory wages,

and still derive sufficient profits to

compensate him for the trials and
tribulations of that position.

Consequently, the narrow margin

—

which results from his effort to pay
high wages to labor, give low enough
prices to his customers to maintain

demand, and also give a fair return on

the investment or expenditure neces-

sary to carry on the business—compels

the employer to apply scientific prin-

ciples of management in the conduct

of that business. Otherwise, the entire

proposition becomes a gamble and,

rather than take any chance of loss to

himself, the employer will often main-

tain his prices as high as possible and
will pay no more in wages than he

absolutely has to—^in other words, the

current market price—for his labor.

Unfortunately, the latter has been

the more common method, and, in

consequence, concerted action to raise

wages or maintain them after they

have been brought to a higher level,

has been labor's chief recourse. The
future would offer Httle hope of condi-

tions' becoming any better, were it not

for the fact that out of all the recent

industrial strife and controversy,

managers have come to reaHze that

they must not only have a "much
greater technical experience and ability

than was formerly needed," but they
must also have sound views regarding

the relation of their business to society,

as well as a more highly developed
sense of social responsibility than was
heretofore regarded as necessary. That
means the acceptance of the principle

that industry exists for the benefit of

humanity, and not solely for the en-

richment of a few.

Mutual Interest in Best Mode of
Operation

Labor, likewise, in recognizing these

truths, has the right to ask that the

plants in which it spends so much of its

time and effort, be well managed; that

wastes be eliminated, and the business

be conducted on a plane which shall

insure to labor that peace of mind
which comes only with the continuity

and permanency of employment. En-
lightened self-interest requires both
employers and employes to seek and
apply the "one best way" of operat-

ing the business from which both
derive their wages. Coincidently, the

buying public, through the negative

and highly effective process of not

buying, is gradually asserting its right

to obtain the goods it uses at the

minimum price, and thus is demand-
ing that scientific methods shall be
employed in producing those goods.

No new discovery is needed to pro-

vide ways and means whereby labor

can obtain what it wants, viz., high

wages, or the public obtain its desires,

low prices, and still give capital a fair

profit. The application of the princi-

ples of scientific management, developed
by the late Frederick W. Taylor, has

proved in several industries in the past

decade that these conditions can be
met and adequately fulfilled. The
increasing number of specific industries

in which these principles have been
tried and proven, is sufficient evidence

of their practicability as bases for
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sound management. Definite, pre-

cise and exact methods are utilized to

achieve the results sought. Action is

based on facts, or positive knowledge.

Opinion and guesswork, are, coinci-

dently, relegated to the background.

The use of facts as a basis for guidance

means investigation, study and re-

search. The truth must be known, and
both sides of every question clearly

visualized in order that error and in-

justice maybe reduced to the minimum.

Scientific ^Management Principles

and Wage Adjustment

In no phase of the work is that

thoroughness more clearly emphasized

than in the wage-adjusting process.

Through the years in which the writer

has been dealing with the problems of

industrial relations, it has been his

privilege to be very closely in contact

with both employers and employes in

industries operating under scientific

management principles; consequently,

the statements made herein are based

on personal observation. In that ex-

perience, the most effective methods
found for determining equitable wage-

rates, have proved to be compromises

in which the conditions sought by both
employers and employes, as outlined in

the earlier part of this paper, have been

recognized.

For example, we have studied the

existing conditions thoroughly, and
charted the prevailing wage-rates of a

specific period as the base of subse-

quent ratings. Theseperiods havebeen

chosen as those of low turnover, mini-

mmn industrial strife or disturbance

—

in other words, "periods when the

working community was in good condi-

tion, and workers were able to obtain

satisfactory wage-rates without diflB-

culty." The relative increase in cost

of living from that period to the cur-

rent pmod of wage adjustment was
then determined by very comprehen-

sive surveys. The wage-rates of the

base period were then increased by the

percentage rise in living costs from then

until now. The resultant rates were

then carefully checked with the wage-
rates current in the community for the

various trades and occupations found

in the particular industry for which
the wage adjustment was being deter-

mined. Thus, the variation in money
wages for those trades from the calcu-

lated wage-rate, indicated the several

influences which had worked between
the base p)eriod and the current period,

to alter the original relative position of

those trades.

In some cases it was found that the

actual increase in wages was less than

the resultant rates as above determined

;

whereas, in the same interim, wages for

other trades had risen far beyond their

original wage as increased by the rise

in the cost of living. Strong organiza-

tion and concerted action, especially

among the more highly skilled trades,

because of the greater demand for

their services, enabled them to obtain

the greater increases, but, in so doing,

they "killed the goose that laid the

golden egg," for when these artificially

high rates were passed on to the ulti-

mate consumer the reaction was both

swift and sudden.

Artificially Developed Wage-
Rates AND Other Fallacies

The fallacy of artificially developed

wage-rates has been well demonstrated

during the past five years, for, while

temporary advantages havebeen gained
by labor when wages have gone up, and
by employers as wages have come
down, the final balance is governed by
the price obtainable for the goods

produced by their joint efforts. The
complete removal of wage determina-

tion from the influence of the law

of supply and demand is difficult to

visualize, though it may be conceived
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that the unanimous recognition by
employers and employes of a uniform

or highly standardized method of wage-

setting might bring it about. Prices,

however, would then, as now, be based

on the costs of the goods produced, and
since the costs include the labor charge,

or wages paid in the production of the

goods, we would soon be faced with

the problem of a market for the goods

at the price thus set. If there were
little or no demand for them, further

production would soon stop, and
could be resumed only as the price

became attractive enough to induce

buying. Thus the relative skill,

strength, accuracy, or other elements

peculiar to the trade or occupation,

would have value only in proportion

to the market for them, as reflected in

the market for the goods in the produc-

tion of which those elements of human
effort are required.

All occupations vary to a greater or

lesser degree in their elementary re-

quirements. These variations range

from a maximum of physical ability

and a minimum of mental effort, to a
minimum of the former and a maximum
of the latter. The assigning of weights

or relative values to these elements

throughout the entire list of occupa-

tions, even in one industry, would be an
interesting analytical study, but of

doubtful value for direct applica-

tion in the wage-setting process. The
relative hazard, or the periodicity

of employment, would likewise have
small influence in establishing a basis

for a wage-rate, for all of these are

incidental to the occupation, 'and the

pursuit of any one occupation presup-

poses a demand for the service repre-

sented thereby. That service, how-
ever, is a component of a specific

endeavor or effort which ends in the

ultimate marketing of the product to a
consumer.

The principle is no different whether

the example is that of a mason laying

bricks, a machinist making parts of a
machine, or a physician prescribing

for a patient. In the last analysis, the

economic law of supply and demand
operates to fix the return to all pre-

viously concerned, according to the

price received by the final vendor
from the ultimate consumer. The
distribution of that retm-n to each

participant, is governed by the extent

to which each has contributed to the

final thing sold, or the final service

rendered. The law of supply and
demand is impartial in its operations,

and irresistible in its rulings. Employ-ers

are no better able to defeat it than are

wage earners, though they may tem-
porarily gain an advantage by their re-

spective combinations or other attempts

at monopoly control. Current con-

ditions testify, however, to the appall-

ing economic waste from such efforts.

Individual Factors in an
Equitable Wage System

An equitable wage system takes into

account the contribution made by the

individual worker toward the final

object sold, regardless of what the

worker's status or relative value

may be when he is considered as a
member of a certain group or class.

Two men may be classed as machin-
ists, yet one will be of greater value

than the other to the industry that

employs him. The individual dif-

ferences that make that greater value

are as follows:

(1) The relative rate of productivity

or output is highly essential. If both

men carry the same base rate, the faster

of the two will be more of an asset than

the other. It is conceivable, however,

that both may be so slow in their per-

formance as to be liabilities, for the

costs of the work they do would be

sadly out of proportion to the price

obtainable for their products. It
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follows, then, that certain minimum
standards of output must be estab-

lished for which the base rate is fair

compensation. That minimum output

is easily deduced from a study of the

probable maximum price obtainable,

and the consequent maximum allow-

able cost for each component. Greater

output than that standard can be re-

warded by a direct return in the wage-

rate of a share of the savings residting

from the lower costs eflFected by that

higher productivity. The determina-

tion of the standards can be most sci-

entifically accomplished through time

studies, made under highly standard-

ized conditions of operation.

(2) The tendency to speed up out-

put, however, brings with it a greater

risk of spoilage, and consequently the

losses resulting must be shared by the

worker responsible for them in a reduc-

tion in his individual rate proportional

to those losses. K is thus possible for

the worker to govern his rate of pro-

duction so that he earns more than his

class rate, and yet have little or no

spoilage. He soon leams the relative

value of speed and accuracy in their

relation to his rate of earning.

(3) The worker who can do more
than one particular thing, is entitled

to recognition for his versatility; for

obviously he is of more value to his

employer in that he provides the latter

with a more flexible organization than

he otherwise would have, and, conse-

quently, the annual labor turnover is

lowered, and its expense lessened by
reason of the worker's greater ability.

(4) Recognition of the years of con-

nected service of an employe has its

value in stabilizing the industry and
further lessening the costs of turnover.

(5) Regular attendance likewise is

of value, for the losses due to idle

machinery or interrupted routine, are

thus minimized.

(6) Good conduct and high coopera-

tion from employes are of appreciable

value to an employer, and though some
may argue that "virtue is its own re-

ward," and that "custom does not give

medals for honesty,*' the influence of

highly cooperative, self-governing em-
ployes is very helpful in obtaining a
high efficiency of operations.

These individual factors will have
varying values with respect to each

other, and according to the extent to

which they contribute to the success

of different enterprises; but they

should be recognized in every industry,

for to the industry, these factors are

the expression of the value of the

individual and to the worker, they are

direct and tangible means of achieving

his desires.

The equating of these factors into

a monetary expression is a research

problem for the industry which con-

siders them of value. Helpful sugges-

tions as to method are found in the

description given in "Taylor System
in Franklin Management," by Col.

George Babcock. The effect on costs

under such a method of rating workers,

is to lower them, for the support of the

workers is obtained in reducing the

wastes that always exist in any plant

until the recognition of these factors as

a basis of wage payment brings them
to light. Conditions which interfere

with production, breed spoilage, in-

duce absence, or limit ability, are

promptly shown up in the individual

performance records. Intelligent man-
agerial investigation and corrective

action aid to remove these several

obstacles, and the average productivity

of the group rises steadily. Costs

continue to lessen and the resultant

savings permit the higher wages.

Quality of output is improved, and as

quantity increases, it becomes possible

to lower selling prices and thus obtain

a greater volume of business. This

logically brings about a continuity
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of operation that makes for further

economies in various ways other than

merely those due to a highly eflBcient

and stabilized working force. The
beneficial influences of such methods of

operation extend beyond the employe,

the employer and the consumer, to the

community in which the industry oper-

ates, and thus the industry renders a

genuine service to all concerned.

Maximum Cooperation Necessary
FOR Perfect Equity

But these results cannot be achieved

all at once. It takes time, effort, pa-

tience and everlasting courage, coupled

with broad vision, to work consistently

toward the end sought; but the end
justifies the means. The period of con-

structive effort can be shortened only

through maximum cooperation between
employers and employes. Lack of faith

in each other and selfish disregard of

cither's point of view by the other, will

delay the result indefinitely. There is

nothing Utopian in the plan: it is in-

tensely practical, even if it does take

relatively more time. But wherever

scientific management principles have
been scientifically applied it has been

demonstrated that "a fair day's pay
for a fair day's work" is something

more than a slogan. It is a living fact

!

Only through the prosperity of the

industry that supports them both, can

employer and employe hope to enjoy

that individual prosperity each desires.

This means that each gets out of the

industry what each puts into it, and
therefore, since the maximum of ef-

ficiency is gained only as output ap-

proaches input, the. application of

scientific management principles to

each industry offers the best means for

providing a fair day's wage for a fair

day's work.

The Bases Used by Department Stores in

Establishing Wage-Rates

By Philip J. Reilly
Associate Director, Retail Research Association

THE practice of large department
stores at present is to use the cost

of living as the principal base for

establishing minimum starting rates

for inexperienced adult workers. The
margin in a starting rate above this

minimum is influenced at any given

time by the demand and supply of

workers, and by the desire of a store

to attract workers of a given type.

' Some years ago, the base used almost

^ solely by the large stores for starting

rates was the payment of merely what
the market conditions required. The
change in policy has been effected not
only by the general use of the cost-of-

living base by state minimum wage
commissions in formulatingwage stand-

ards for retail stores, but also by the

recognition of managers that a store

cannot continue to attract and retain

the type of worker necessary to render

the intelligent service that customers

demand unless it pays a starting wage
that represents at least the cost of

living.

Some stores now pay a starting rate

to inexperienced workers that repre-

sents a substantial advance over the

established legal minimum wage. This

is done on the theory that, with labor

as with merchandise, one gets in results

precisely what one pays for, provided

the workers are selected with discrimi-

nation. Occasionally a large store in a

given city can consistently follow this
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practice and select a higher than aver-

age type of worker. However, indi-

vidual stores in large cities that wish to

pay more than the customary starting

rate frequently meet with a practical

difficulty in following this policy. Be-

cause of the keen competition among
the larger stores, each is alert to see

that no individual store solely enjoys

the advantage of getting the pick of

the applicants for work by paying a

premium initial rate. This keenness in

competition for workers was especially

manifest during the War and immedi-

ately after the Armistice. Whenever
certain stores were unable to attract

sufficient applicants, it was the custom
in some cities where competition for

labor was keen to "shop" other stores

occasionally by assigning professional

shoppers to the task of ascertaining

what rates were being paid and if the

working conditions were especially

appealing in the stores which had the

most success in securing workers.

Therefore, because of this existing busi-

ness rivalry, when one store starts the

practice of raising the general starting

rate, the other stores usually follow

suit, esjjecially when desirable workers

are not too plentiful . As a consequence

,

this competition usually results in all

stores of the same class offering about

the same rate.

Wide Adoption of Individual

Productivity Basis

During the first month of employ-

ment inexperienced workers in most
stores are paid a straight weekly wage.

It is the desire of store managers, how-
ever, to establish for .each person, as

soon as practicable, a definite relation-

ship between the weekly wage paid and
the productivity of the worker. In-

dividual productivTity, therefore, where-

ever the nature of the work permits it,

is the base that is used by most of

the larger stores for determining the

wage of each experienced individual.

In the selling j>ositions, productivity is

expressed not only in terms of the total

value of sales but also in the number
of sales or transactions that has l>een

made by an individual and the average

amount of each sale. The use of the

number of transactions and the average

amount of each sale as measures of the

efficiency of a salesperson has increased

during the past two years, and the

recent drop in retail prices has made
the use of all three of these factors

especially valuable in determining

wages. This drop in prices has made
it necessary to sell 15 per cent to 25

per cent more pieces to approach the

same sales figures that were attained

before the price recessions.

In the non-selling positions, although

most of the workers are still paid a
weekly wage that is not directly related

to a measured output, wherever it is

p>ossible to devise a unit for measuring

directlythe productivity of the workers,

this is established and the wage paid on
that basis. For instance, in office work
this measuring unit may be the number
of credit authorizations made; the

number of invoices billed; or the rtum-

ber of lines that has been typed. This

productivity basis for determining

individual wages has given the most
satisfactory result in both selling and
non-selling positions. It has resulted

not only in stabilizing store forces by
rewarding individuals precisely in ac-

cordance with their efforts, but it has

also enabled store managements to

control their pay-roll expense so as to

keep it proportionately reasonable. To
respond to the public demand that the

costs of distribution be kept at a

reasonable level, store managers must
constantlywatch pay-roll expense, since

this is usually approximately 55 per

cent of all operating expenses.

WTiere the employe is to be continued

for some time on a straight salary the
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practice of most large stores is to

review the work of the employe after

one month's service. The purpose of

such a review is quickly to discover the

worker who is not making progress and
to meet this situation either by addi-

tional instruction, transfer to another

position or even dismissal. This re-

view at the end of one month is deemed
necessary, also, to adjust the rate of

unusually promising employes, since

experience has shown that it is neces-

sary to make this adjustment a few
weeks after employment in order to

correct the element of "guess" as to

the value of a particular employe
contained in the average starting rate.

Finally, this prompt review of all new
employes with the resulting raises

reduces labor turnover. An analysis

of turnover figures furnished by a

group of stores showed at one time that

one-third of all employes who had left

their positions had done so within the

first month of employment. After

following for a year the policy of con-

sistently reviewing all new employes
within the first month of employment,
the turnover figures of the same stores

showed that only one-fifth of all who
left did so within the first month.

Selling Cost Basis

In regard to selling positions most
stores base their wages on a selling cost

base. This base is the per cent repre-

senting the relation of total wages paid
in a selling department to the total

sales made. In a department selling

$3,000 of merchandise a week with six

salespersons whose wages average $25
a week or a total of $150, the selling

cost is 5 per cent. This per cent is

relatively low in the departments
where the average sale is high, such as

in departments selling dresses or coats

and suits. It is relatively high where
the average sale is low, such as in the
notion and pattern departments. The

selling expense in departments selling

dresses or coats and suits will range

from 3 per cent to 4^ per cent, whereas
in departments selling notions or pat-

terns the wage cost or selling per cent

will range from 7^ per cent to 12 per

cent. Generally speaking, individual

wages are high in the departments

where the selling cost per cent is low
and they are relatively low where the

selling cost per cent is high. The
simplicity of the sale transaction in

departments like those in which notions

and patterns are sold permits the

employment of relatively young and
inexperienced salespeople at the lower

wage-rates. In women's ready-to-wear

departments, however, since the sales

involve a considerable outlay, most
stores endeavor to maintain mature,

experienced salespeople who can give

customers expert advice and counsel

as to the appropriate wearing apparel

they should have. This service is

being increasingly demanded by cus-

tomers and can be given only by well-

paid discriminating salespeople ex-

perienced in apparel selling.

The department selling cost is

usually determined on a six months'
season basis. At the end of each sea-

son, the rates of individual salespeople

are adjusted on their productivity

showing, precisely in proportion to

their having sold at the average depart-

ment rate or lower. Individual sales

quotas are determined by dividing the

department rate into the weekly salary

of each salesperson. An experienced

salesperson earning $30 a week who
sells in a 5 per cent department is

expected to sell at least $600 a week to

maintain her position at this wage.

Although allowance is made for sea-

sonal fluctuations, if she consistently

sells less than this amount for a num-
ber > of weeks, resulting in a higher

gelling rate, eflForts are made to stimu-

late her sales so that she can maintain
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her position at the average department

rate. If she sells, say $750 a week,

however, resulting in a selling cost of

only 4 per cent, which would be 1 p>er

cent lowerthan the department average,

her salary is generally increased pro-

portionately so that there will be a

consistent and a direct relation between

her earnings and the department

rate.

The foregoing'describes the method
of paying and adjusting individual

wages in stores employing a straight

salary wage plan. Under this plan a

salesperson is assured the same income
for each week. The diligent worker

may not always be immediately paid

the exact amount she may earn over

and above her salary, pending the

adjustment of her regular wage, and to

this extent the straight salary plan may
be open to criticism. On the other

hand, however, under this plan the

worker is not fwced to make up the

deficit when her earnings are less than

the salary she receives. In the case of

inexperienced workers the earnings

invariably are less during the first few
weeks of employment, and at certain

dull periods even many experienced

workers are imable to sell their quota

and earn their rate.

Variations in the Commission Plan

Where salespeople work under a
straight commission plan, arrange-

ments are usually made with them for

a weekly drawing account that repre-

sents about 80 per cent of their earn-

ings. The balance is paid in commis-
sions and these commissions sometimes

are paid only once a month, although

many stores pay the commissions

weekly. Under the straight commis-
sion plan, salespeople are paid precisely

what they earn. A furniture or cloth-

ing salesman working imder a 5 per

cent straight commission plan may
have a weekly drawing accoimt of

If he sells over his quota and actually

earns $50, the extra $10 a week is paid

the following week or the following

month. If, however, he earns only

$35, the regular weekly drawing ac-

count of $40 is paid but the deficit of

$5 is deducted from any commissions

earned above his regular weekly draw-

ing account in subsequent weeks, and
the balance, if any, is paid as a com-
mission.

The theory of the commission plan

is that the direct relation between a

sale and the payment of a p)ercentage

of the sale in a wage, acts as the most l||

potent incentive for salespeople to sell

diligently. It is not favored by some
store managements, however, because

it is felt that an employe's success in an
organization should depend not on
sales alone but also on other personal

factors; and that a commission plan is

unsatisfactory because it does not

permit evaluating anything else in an
employe but the ability to sell merchan-

dise. When determining individual

wages of salespersons, some stores which

wish to consider such factors as length

of service, cooperativeness, promptness

and steadiness in attendance, versa-

tility, loyalty and leadership qualities,

feel that these factors can best be
evaluated under a straight salary plan.

To provide some incentive, however,

for increasing sales, it is the practice of

a number of large stores to pay a small

commission on all sales in addition to

the weekly salary. This commission

frequently is 1 per cent, and it may
represent an increase of 10 per cent to

20 per cent over the regular weekly
salary.

Wm. Filene's Sons Company, Bos-

ton, after experimenting with various

wage plans for several years, now pay
all salespeople a straight salary which
is based on the average selling cost

percentage of the various departments.

In addition to this, however, a com-
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mission is paid on all sales. This com-
mission varies from one-half of one
per cent to one and one-half per cent in

the various departments. Usually a

bonus percentage of this sort represents

about one-fifth of the actual selling

cost of a department. Filene's feel

that it is necessary to have this com-
mission percentage vary in order to

make it possible to pay a commission
in departments with a small average

sale that will be substantial enough to

act as an effective incentive for sales-

people in these departments to increase

their sales. The disadvantage of

paying a uniform percentage of bonus
in all departments will be appreciated

when it is realized that the average sale

in a notion department in many stores

will be approximately only 50c, whereas

the average sale in departments selling

women's coats and suits will range from
$30 to $65, depending on the character

of merchandise that a store carries. In
the notion department the average

salesperson will handle five or six

hundred transactions per week, whereas
in departments selling coats and suits

the number of transactions per sales-

person throughout the year will average

only from twenty-five to thirty-five a
week. At Filene's, the commission on
all sales is paid weekly in a separate en-

velope, since this method of paying the

coromission is effective in impressing

salespeople with the constant relation-

ship that must exist between the wages
they earn and the sales they make.
The plan in effect at Filene's has

proved to be very satisfactory to the

employes. While it attempts prop-
erly to "weight" the sales factor, it

also permits a consideration of other

factors. This is provided for at Filene's

by a periodical rating of all employes
on such traits as (1) mental qualifica-

tions; (2) technical ability; and (3)

personality, health and general value

to the company.

An Effective Wage Plan in

Operation

One of the most interesting wage
payment plans for department store

workers is that in effect at the Joseph

Home Company store at Pittsburgh.

Because this wage plan has been in

effect for something over twelve years

and has functioned satisfactorily both
in dull and prosperous seasons, it has

been the object of considerable study

by many other department store

managements. The plan commends
itself because it is simple in operation;

it is easily understood by employes;

it shows the comparative worth of

individuals at all times; and it provides

for the adjustment of salaries on an
individual productivity basis at regu-

lar intervals.

When salespeople are engaged, they
are paid the going rate paid by the

better class of large stores and the

method of adjusting salaries is ex-

plained to them. After thorough
training, they are given their weekly
sales quota and placed at work. After

two months their sales are reviewed

and salaries are increased if the sales

during this probationary period justify

it. New quotas are then given based

on the increased rate. Thereafter,

salaries of the salespeople are adjusted

in February and August of each year.

The total salaries paid in each depart-

ment for the six months preceding

February and August are divided by
the total sales of the respective depart-

ments for the same period to ascertain

the average cost per cent for selling.

The average weekly sales of each sales-

person are then computed for the six

months and multiplied by the depart-

ment rate to find what each one has

earned. If the sales of an individual

warrant a higher salary than she is

receiving, her salary is increased ac-

cordingly. If she has not earned her
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salary, she is not reduced but is inter-

viewed. At this inters'iew her record is

shown and she is requested to make an
effort to bring up her sales. At the

expiration of the following six months
if the salesperson is not earning her

salary, she is then given a trial in some
other department or is dismissed.

In some departments experience

has shown that salespeople will occa-

sionally run behind their rate the first

six months and ahead of their salary

the second six months. In such cases

their "worth" is averaged for the year

and adjustments made on that basis.

In addition to the above salary ar-

rangement, which is based on the

productivity of the individual, a sales

bonus is paid March 1 and September
1 on individual sales in excess of quotas

at the department's average selling

per cent for the corresponding period

of the preceding five years. Under
this arrangement all salespeople are

afforded an opportunity to earn a

bonus in addition to their regular

salaries.

Although a majority of the larger

stores base their wages of salespeople

primarily on the productivity basis,

consisting of the number and the

amount of sales in a given period, many
stores take other factors into considera-

tion in determining individual rates.

Through the use of rating plans which
provide for rating employes periodically

on such subjects as attendance, cour-

tesy, suggestions, accuracy and co-

Of)erativeness, an effort is made to

"weight" and evaluate these qualities

also in salespeople.

Productivity Bases for Non-
selling Groups

The satisfactory results obtained

from the use of the individual produc-

tivity bases for salespersons' wages has

directed the attention of store managers
recently to the use of the same basis

for non-selling groups composed of

clerical workers, stock-room people,

delivery workers, etc. A number of

stores through time studies have
established a measure of the work in

these non-selling positions and used

this information to establish standards

for a proper day's work. Some stores

have based their wages on definite

tasks and are paying a money incentive

to the workers who surpass them. A
large department store in Canada has

established in its delivery department
a quota of three hundred parcels per

driver per day as an excellent day's

work. Their drivers are paid a bonus
of I5C for every parcel delivered

above this quota. It is claimed that

this bonus arrangement has resulted

in their delivery department's being

able to take care of a 26 per cent in-

crease in parcels with no increase in

force or equipment. In the month of

December, when deliveries are heavy,

drivers make from $25 to $35 in parcel

bonuses for the month, although the

average bonus earned during other

times is approximately $3 to $4 a week.

The management of this store states

that the parcel bonus has saved much
expense for them and has in addition

promoted harmony and contentment

among their drivers because of the

additional money they have earned.

A large Boston store pays a bonus to

its parcel wrappers for all parcels

wrapped over a certain quantity. The
tasks were set after the average daily

production of each wrapper over a

period of months had been ascertained.

If the first task is exceeded, a payment
of 25c per day is made; for exceeding

the second task, 35c per day is paid

and 50c a day for exceeding the

third.

At Wm. Filene's Sons Company the

billing machine operators, who are

girls, are paid on a piece work basis of

one cent a sales check on all checks
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accurately billed to charge customers

in excess of a certain amount. Regular

weekly salaries for each operator are

established. An operator earning $25

a week is expected to bill 2,500 checks

and she is paid at the rate of one cent a

check for billing any quantity over

her quota. A penalty of ten cents each

is imposed for errors.

In a large department store in Ohio

the billers are all expected to bill at

least 7,500 checks per month, since

experience has shown this to be a fair

month's work in this store. Bonuses
are paid, however, for exceeding this

quota at varying rates depending on
the quantity up to 75c per 100 for

billing over 10,000 checks.

Attempts to Regulate Seasonality
AND Other Wage Factors

One of the most perplexing factors

that store managers must keep in mind
in formulating any wage plan is the

seasonal fluctuation of sales on which
wages are based. One quarter of the

year's business may be done in Novem-
ber and December and only approxi-

mately one-tenth or one-eighth may be

done in June and July. A plan that

will yield each worker a good salary in

months when business is brisk may
have quite disappointing results in

other months. It is not by any means
a simple management task to devise

for all departments a plan that will

provide a constant weekly wage return

sufficient to retain ambitious workers.

A wage plan that is too closely related

to sales in a store which has marked
fluctuations in its sales volume each

month, may fail to hold workers in the

relatively dull months.

This seasonal fluctuation necessi-

tates not only constant study and

^ manipulation of individual sales quotas

but also, at times, a strategic manipu-
lation of the entire store force. This

is because a drop in sales will result in

expensive overmanning and overman-
ning, in addition, will immediately

depress the earnings of salespersons

if they are paid a wage that is closely

related to the volume of business that

is done in a department. Efforts are

being constantly made by department
store managers to flatten the seasonal

peaks and valleys, but the seasons of

the year and fixed purchasing habits

tend to make it very difficult to change
materially this problem of seasonality

and it will continue to be a bothersome
factor in establishing wage-rates that

are satisfactory to the employe and
fair to the management, both in dull

and busy periods.

It is the practice of some stores to

make no change in the basis of a wage-

rate before thoroughly discussing the

proposed change in advance with the

group of employes affected, and then

making changes only after the condi-

tions have changed under which an
existing rate was established. In a few

stores, moreover, an attempt has been

made not only to pay ' a fair indi-

vidual rate but to pay, in addition, a

group bonus wherever the payment of

this results in developing a depart-

mental esprit de corps. For instance,

in the jewelry department of one large

store, individual salaries are adjusted

on the basis of individual sales but, in

addition, a group bonus is paid on all

sales made in the department. This

lump sum is divided equally among the

various salespeople in the department

and it has resulted in correcting to

some extent the dissatisfaction that

existed when bonuses were paid merely

on individual sales. If a customer

spent considerable time inspecting an
expensive ring, but deferred making
the purchase on the first visit, on the

subsequent visit it frequently hap-

pened, during the lunch hour, that,

when the customer called again with

her mind made up to buy, the sale was
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effected and a substantial commission

earned, mider the former plan, by a

different salesperson from the one \N'ho

had spent so much time in developing

her initial interest in the merchandise.

Naturally this situation caused the

first salesperson to become dissatisfied.

The group bonus plan has equalized

earnings in the department to some
extent and it has also corrected the

former dissatisfaction that was caused

by certain salespersons* getting the

most sales because of their better

stations in the department. It is the

custom in some stores to permit the

long service salespeople to occupy cer-

tain stations that may be especially

strategic for making sales.

In a large department store in St.

Louis good results in developing store

spirit have been achieved by paying a

1 per cent bonus on all sales, provided

the business of the store is increased

$100,000 each month. Thus the

management shares with employes a

portion of its gains from increased

sales and assists in emphasizing to the

salespeople the direct relationship be-

tween a store's ability to pay good
wages and an increase in sales.

Productivity Base for Buyers'
Salaries

The salaries of buyers also have a

productivity base. The buyer's salary

or drawing account frequently repre-

sents 1 per cent or 1| per cent of

the sales of a department for the

preceding year. In certain depart-

ments, however, and also under certain

unusual conditions, such as when
exceedingly competent buyers are

engaged to build up weak departments,

the buyer's salary may represent as

much as 2 per cent or 3 per cent of the

annual net sales. Frequently, bonuses

of 1 per cent or 1^ per cent are given

in addition on increased sales. Of all

department store executives, buyers

are always in the most advantageous

position to effect the most satisfactory

salary arrangement with store man-
agers. The technical information of a

successful buyer can be utilized in

practically any other store. His con-

stant trips to the market enable him to

make contacts that frequently lead to

better opportunities and the salary

offered is usually sufficiently attractive

to induce him to go to almost any
section of the country he desires.

From the foregoing, it will be clear

that store managers in determining ^
buyers' and experienced salespeoples'

wages usually use as the primary con-

sideration the amount of sales made.
In determining the wages of the non-

selling groups of store workers, the

tendency is to base these on some
measure of productivity, such as the

number of transactions handled. Wage
plans, such as these described, that

incorporate individual productivity as

a fundamental, wherever it can be
fairly measured, and wherever such

plans can be equitably and reasonably

administered under varying conditions,

usually result in high individual wages,

a relatively low labor turnover and a

reasonable operating cost for stores.



Relative Rating Versus Cost of Living as a Basis

of Adjusting Wage-Rates
By Thomas W. Mitchell, Ph.D.

Management Engineer

THE period that commenced seven

years ago and is not yet finished

has been a period of test for om* ideas

and institutions, political and indus-

trial. Particularly has it furnished

opportunity for applying, testing, re-

viewing and revising some of our eco-

nomic notions.

The World War drew out of in-

dustry and put into the military or-

ganization between three and four mil-

lions of our own young men, not to

mention the miUions of Europeans.
It transferred other hundreds of thou-

sands from ordinary industry to the

production of munitions and other

war materials. All these had still to

be fed, clothed, amused and the like,

although they had ceased to produce,

either directly or indirectly, their own
sustenance. It should have required

but a moment's thought to convince

us that, unless these millions were re-

placed by other producers (by women,
say) or unless those who remained in

ordinary industry were considerably

more effective than before, the whole
population would have to live in poorer

circumstances than prior to the out-

break of the War.
However it soon became apparent

that the mass of workers, whether in

factories or oifices, did not comprehend
the situation in this manner. Not
only did a large part of the working
population go shopping for jobs at

higher pecuiiiary rates and keep up
this shopping practice until the day of

the Armistice—as if it were money they
ate and wore and slept in—but when
the inevitable price advances came to

increase the pecuniary cost of Uving,

they demanded the privilege of living

as well as they had been accustomed

and demanded still higher wage- and
salary-rates, which were followed by
yet higher prices and living costs.

Governmental wage adjustment boards

raised the wage-rates of shipyard

workers and others to cover the ad-

vance in living costs, only to find in a

short time that further price increases

had absorbed the pecuniary wage
increases, so that they had the job to

do over again. Finally, one board

came to the conclusion that mere
wage-rate increases only added to the

cost of living, that no given standard

could be maintained by that method,

and ceased the practice.

Several years before the World
War at least one collective bargain-

ing agreement specifically recognized

changes in living costs as an important

consideration in adjusting wage-rates

•up or down. During the post-war

period of rising prices, arbitrators in a

number of cases granted general wage-

rate increases on the basis of advances

in living costs. Other demands have
been made on that basis, although

not granted. In one case the arbi-

trator stated that workers were entitled

not only to rate increases commen-
surate with the advance in the cost of

living, but, as time went on, to still

further rate increases for the purpose

of improving their living conditions.

Many representative economists, in-

dustrial engineers and other thoughtful

persons, also put large faith in the

living cost theory.

Now, however, that prices are on the

downward swing, while many groups
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of workers accept rate-cuts with ap-

parent cheerfulness, there are other

large groups who resist such reductions

even to the extent of prolonged strikes.

There are employers, too, who are

following the cost of living theory out

to its logical conclusion and are asking

such intimate questions as these:

What is the average size of workers'

families? How many pairs of shoes,

of stockings, how many suits of under-

wear, of outer garments, how many
ounces of beef, potatoes, bread, butter

and the like; how much bedroom and
other room space, does each member of

the family need, and what is the cost

of these per week or per annum?
When employers commence seriously

to ask such questions for the purpose

of cutting wage-rates, is it strange

that workers and their representatives

become uneasy and begin to wonder
whether after all the living cost theory

is a logical and beneficent one?

The present situation fm-nishes the

opportunity to reexamine the living

cost theory, to ask ourselves what the

function of a standard of living is,

through what channel it accomplishes

its purpose and, more particularly,

whether it is logical and effective as a •

basis of pecuniary rate adjustments.

Living Standards Have Round-
about NOT Direct Effect

Anyone who will take the trouble

to review the development of economic
thought on the subject or thoughtfully

examine the facts of industrial opera-

tion, must become convinced that the

function of standards of living is to

control the proportion of population

and the labor factor to the other fac-

tors in production.

In the production of any commodity
or the performance of any operation

the various production factors—^land

or space factors, equipment factors,

labor factors and planning and super-

vision factors—may be combined in

any one of a range of proportions. To
each combination there will correspond

a rate of output that differs from that

of every other combination. Advance
in scientific knowledge, which makes
possible a more effective application

of scientific laws, may increase the rdte

of output of each possible combi-

nation. However it can be shown that

without such advance in scientific,

knowledge and improvement in the

industrial arts, there are two sets of

proportions at the opposite extremes

of a range such that for any set of

proportions within the range, if the

proportion of any one factor to the ri

others be increased, the total rate of ^|
output of the whole combination will

be increased, it is true, but less than . .

proportionately to the augmentation of the 1

1

one factor. In other words, increasing

the proportion of one factor in the com-
bination within this range subjects the

other factors to the operation of a "law
of diminishing returns," or the one fac-

tor to a "law of diminishing produc-

tivity."

Now the total quantities of equip-

ment factors are capable of being in-

creased and are increased as industrial

society saves. Likewise, the human
factors increase as the population in-

creases. However the increase of the

land factor is obviously limited by the

fact that the total land area of the

world is practically a fixed quantity.

The bearing of this upon the welfare of

mankind is obvious. If the population

increases more rapidly than does the

accumulation of the equipment fac-

tors, particularly if it increases more
rapidly than the advance of scientific

knowledge and the effectiveness of the

industrial arts, the average rate of

production of commodities per person

or per man-hour mast fall, and the

economic weU-being of the human
factors—and industry is carried on for
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the benefit of the human factors

—

must be lowered. Indeed, barring

the progress of science, there is a

maximum beyond which the output of

the whole industrial society of the

world cannot be increased; to increase

the proportion of the human and
equipment factors beyond this limit

is to decrease the total output of

commodities.

If, therefore, the economic well-being

of the mass of people is not to be

lowered, it will be necessary to prevent

the population and the human factors

from increasing more rapidly than the

accumulation of the equipment factors

and, more particularly, to prevent this

increase from outrunning the advance

of scientific discoveryand invention and
the improvement of the industrial arts.

But how are we to prevent the

population from increasing so rapidly?

Each person will have to do his little

part by deferring marriage and limit-

ing his contribution to the increase of

population. As one labor manager
remarked concerning the "make-work
theory" that is said to pervade the

ranks of industrial workers, "If work-

people are going to limit output, the out-

put to limit is the output of children.

"

But when shall a person marry and
how many children shall he bring into

the world? Here comes in the func-

tion of a personal standard of living.

The more kinds and degrees of his own
wants a person puts ahead of his desire

for his own home and family, the more
kinds and degrees of wants of a poten-

tial spouse and each potential child he
puts ahead of his desire for a larger

family, the longer he will defer his

marriage and the smaller will be his

personal contribution to the increase

of population. From his personal

viewpoint he will take more time to

acquire skill and industrial effective-

ness, to advance to grades of work of

higher skill and value, until he can

command an income, and be reason-

ably sure of maintaining it, that is

suflScient to enable him to support

himself, wife and prospective children

according to the standard he has

chosen. The more people adopt high

living standards, conduct themselves

accordingly and so limit each his per-

sonal contribution to the population,

the slower will be its increase and the

more chance will the progress of science

and the industrial arts have to keep

pace with and even outrun the increase

in popidation. Indeed it is possible

to hold the population stationary, as in

France, or actually to decrease it. If

a sufficient portion of the population

adopts relatively high standards of

living and conducts its marital practice

accordingly, within limits, any stand-

ard of living can actually be attained

and maintained.

Observe, however, that it is not

sufficient, at a given set of market
prices of commodities, to say, "Go to!

I want to live on a scale requiring an
income of $5,000 a year and insist on
having $5,000 a year instead of $2,000."

That might be effective for one person

or a comparative few so long as the

mass of people were not doing the same
thing; but if the mass of people should

attempt to do the same thing, even

though they might actually get the

larger money income, as happened all

over the world during the last seven

years, so long as they did not increase

their volume of production correspond-

ingly, the only effect would be to mark
up the prices of commodities in like

proportion. Wage boards can better

the living conditions of selected groups

of workers for a little while by marking
up their pecuniary wage-rates, 'pro-

vided that other wage boards or agen-

cies do not simultaneously mark up
the wage-rates of the remainder of the

working population. In other words,

so long as they do not increase the
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productivity of industry, all that wage

boards, arbitrators and labor unions can

accomplish by marking up wage-rates is

to alter the division of the total product of

industry among the various groups of

vxtrkers. However the improved living

condiHons of the few come at the expense

of the others.

To sum up, raising the standards of

living produces its efiFects only indi-

rectly: (1) by causing the individual to

put forth the improving effort and take

the time necessary to increase his own
productivity; (2) by restraining the

growth of population, thereby keeping

down the proportion of labor force to

the other factors, particularly to land.

Its effect is a long run and round-about,

not an immediate and direct effect.

Neither wage boards nor legislative

nor collective bargaining fiat can ac-

complish it.

Furthermore, a standard of living is

not something that can be chosen by
one person or by a wage board for

another person. I can choose my own
standard of living and I can accustom

my children to it so as to be reasonably

sure of passing it on; but I cannot

effectively impose any given standard

of living on any person outside my
family. For even though I place the

corresf)onding income at the other

person's comniand, unless he has al-

ready chosen that standard for himself,

I cannot compel him to keep his family

so small as to make the standard ef-

fective. A standard of living is a per-

sonal affair. Each person must, con-

sciously or unconsciously, choose his

own. There is not one standard of

living; there are millions.

General Wage-Rate Changes Im-

potent TO Affect Economic
Well-Being

This thought that wage boards,

arbitrators and labor unions are power-

less to better or to injure the economic

well-being of the masses of workpeople
by mere general increases or decreases

of wage-rates, that they can only

discriminate in favor of or against one
group of workers as compared with
the other groups, is so important as to

merit further demonstration.

It is possible to benefit or to injure

tool makers or glass-blowers or loco-

motive engineers or clothing workers

or any other group of workers or even
a number of such groups in this manner
so long as the movement is not general.

However, any attempt to make a
general and universal proportionate

advance or recession in wage- and
salary-rates immediately defeats its

purpose. For, imless such advance or

recession is connected with, and ac-

companied by, an increase or decrease

in the rates of production of commodi-
ties, it will immediaiely be followed or

accompanied by a like proportionate vl
general advance or recession in the -

'

prices of commodities, so that the

general advance or recession in wage
and salary incomes will be wholly ab-

sorbed in a proportionate advance or

recession in the money-cost of living.

The pressure of»the real cost of living

will be unabated.

Economic relationships and the

operation of fundamental economic
forces are obscm-ed by the form and
mechanism of our present industrial

organization—by the fact that no one
person himself produces more than a
small part of what he himself uses; by
the fact that he works as a small part

of an industrial unit and does only a
small part of the total work involved

in producing the product that his unit

produces; by the fact that he does not

receive as his share of the product of his

unit, a part of that product, but re-

ceives, instead, money; by the fact that

exchange is not made directly of prod-

uct for product, or of labor for prod-

uct, but that, on the contrary, the
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worker exchanges his labor for money,

his employer takes the product and ex-

changes it for money, and all the people

who receive money incomes exchange

the money for the products they want.

The fact that all our exchange is thus

indirect; that there is, and must be, a

medium of exchange, money,—necessary

though this is in our modern industrial

organization which is based on the prin-

ciple of the division of labor—obscures

the real purposes of industry and the

working of economic laws.

However, if we look through this

external mechanism to the underlying

purposes and forces, we shall see that

it is impossible to improve or lower the

well-being of the whole mass of in-

dustrial workers by merely increasing

or decreasing their money incomes.

The only way to effect either is to in-

crease or decrease, in all or nearly all

lines of production, the total volume
of product. No matter how much
money is paid to the masses of the

people, with it they cannot buy bread

that does not exist; they cannot buy
shoes that do not exist; they cannot

buy clothes that do not exist; they

cannot buy any of the necessities,

comforts and luxuries of life that do
not exist. And these things exist and
are available for purchase only to the

extent that they are produced. To
increase or decrease money incomes

without at the same time increasing or

decreasing the volume of output in the

various lines of production, must of

necessity result in, be accompanied
or preceded by, a like proportionate

change in the general level of prices

—

by a like proportionate change in the

money-cost of living.

Every dollar of money income, no
matter by whom received, is spent in

the purchase of goods and services.

The goods purchased are either con-

sumption goods, i.e., goods that di-

rectly satisfy human wants; or pro-

duction goods, i.e., machines, tools»

buildings, etc., used in further pro-

duction. The exception to this in

the form of money hoarding is negli-

gible; indeed, it merely alters the divi-

sion of the product of industrial society

slightly at the time of hoarding and at

the time of bringing the money out of

the hoard. The fact that not quite all

of the money income received during

a given period of time—given week,

given month, given year—is spent in

that period but that there is a lapping

over into the next period, is of negli-

gible consequence because of the drag

from the preceding period.

That the income that is "saved" by
depositing it in savings banks and

other institutions is also spent becomes

evident if we follow it to its ultimate

disposition. For these institutions

"invest" it, i.e., buy national, state

or municipal bonds or the securities of

railroads and industrial corporations.

The ultimate receivers of the saved

funds spend them either on consump-

tion goods or in the purchase of ma-
chinery, tools, erection of buildings,

bridges, street paving, road building

and so on. Whether spent directly or

"saved, " every dollar of money income

is spent in the purchase of goods or

services.

All goods that are produced are sold.

The spoilage of strawberries over the

week-end and of other perishable

goods may be neglected for the pmpose
of this analysis. Indeed, any spoilage,

any failure to sell goods once pro-

duced, represents to some extent a de-

feat of the ultimate purpose of our

industrial structure and activity, which

is to provide the greatest attainable

abundance of all goods in the propor-

tions in which they are needed for the

satisfaction of the wants of all people.

It .follows that the sum total of

money incomes received during a given

period, particularly if that period be a



42 The Annals of the American Academy

year, is exchanged against the sum
total of goods produced and personal

services rendered during a correspond-

ing period. We say "corresponding"

rather than "same" period for two
reasons. First, we have aheady
shown that a large portion of our cur-

rent weekly or monthly money in-

comes are spent, not for the products

on which we worked during the week
or month in which we earned the in-

comes but upon the products of our

earlier endeavors—earlier by a few

weeks, possibly months : the purpose of

this week's productive activity is to

provide for our wants of next month
or next winter: Second, there is a
little elasticity in the relationship. In

the case of those goods whose pro-

duction is seasonal, stocks accumulate

during the production period and are

depleted during the remainder of the

year, or consuming season. Also,

the stock of consumption goods may
be built up during a given year or other

comparable period of time; but there is

a practical limit to the extent to which
this can be done because of the ex-

peasiveness of carrying large stocks.

In foods and other materials produced

by the extractive industries, stocks are

accumulated only to the i>oint re-

quired as a margin of safety against

lean years (and not always to that

point) and then simply maintained.

Again, in the case of savings, time is

consumed in their transition through

the financial institutions to the organ-

izations that ultimately spend the

funds; furthermore, a large part of

this spending waits upon the appear-

ance of its objects of expenditure which
are produced to order. Therefore, we
say "corresp>onding" period.

Money, Prices and Goods and
Services

This relationship estabUshes a close

correspondence between three systems

of facts; viz.: (1) the volumes of out-

put of the various kinds of commodities

and services; (2) the aggregate volume
of the [flow of money income and its

division among persons with their

varieties of wants; (3) the prices of

commodities and the general level of

prices.

Keep the volume of money income
steady and increase the rates of pro-

duction of the various kinds of goods,

and two things happen. First, the

money costs of production of these

various kinds of goods are reduced;

for what are money incomes to the

recipients, are money outgoes to the

firms and corporations paying them.

Consequently, these goods can be sold

at correspondingly lower prices and
still leave the business as profitable as

before. ^

I

On the purchasers' side, they have no I

more money per week to spend in the

purchase of all these goods than pre-

viously at the smaller rates of pro-

duction. Consequently, if a greater

volume of goods is to be sold they mast
be sold at lower prices. And com-
petition among rival producers, no
one of whom wants unsold goods left

on his hands or wants to close his

plant and let the still normally prof-

itable business go to his rivals, as well

as competition among products under

the aforesaid condition of reduced

costs, will bring the prices down.
In this case, there is an increase

in social well-being. With the same
money incomes the masses of people

are able to supply themselves in

greater abundance. Such being the

case there may be a change in the pro-

portion between direct consumption

and "savings," in the direction either

of a greater proportion of saving or of

a greater proportion of immediate con-

sumption, according to what seems the

more worth while to the mass of the

people, each person deciding for him-
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self. Nevertlieless there will be an
absolute increase in both consumption
and saving. Because of the change in

proportion, however, the prices of

production goods and of consumption
goods may not be reduced proportion-

ately, and, in fact, because of a shift-

ing of industry, the total volumes of

the two classes of goods will not be
permanently increased in the same
proportion.

If the volume of money incomes is

maintained constant and the rates of

production of the various commodities

are lowered, the reverse situation is

produced. Money costs per unit of

output are increased and the goods
cannot be sold so profitably, perhaps

not profitably at all, at the old prices.

On the other hand, purchasers having

the same amount of money per week as

before and competing for a smaller

available quantity of goods, will bid

up the prices. And the producers,

because of their increased unit-costs,

will ask higher prices and be able to

get them. Thus, even if money in-

comes are maintained constant, de-

creased production means decreased

well-being of the recipients of income
—of the mass of the people. What
probably happens in this unfortunate

situation is that the prices of con-

sumption goods, particularly of the

necessities of life, rise more than do
the prices of production goods, that

there is a change of proportion between
consuming and saving, saving being

reduced under the pressure, and that

the expansion of industrial facilities is

checked. If the stress is great enough,
existing facilities may not even be
maintained; railroads, industrial plants

and so on are let run down, producing
a condition for which industrial society

later must pay.

If the rates of production are kept
constant and money incomes generally

are increased, two things happen.

First, since from the viewpoint of the

producing firms these money incomes

are production costs, these production

costs per unit of product are thereby

increased, the products cannot be sold

so profitably at the old prices and
higher prices will be asked. And
higher prices wiU be paid. For, sec-

ond, the whole mass of purchasers,

finding themselves with more money
per week, there being, in fact, no more
goods available for purchase with this

money, will be able to pay the higher

prices for such goods as are available.

Competition among this great mass
of rival purchasers, each of whom will

insist upon getting at least as much as

he was getting before, will cause the

prices to rise until the whole increased

volume of money income is absorbed

in the higher prices.

Thus mere increase in the money in-

come of the mass of the people does

not cause increased well-being. In

this case, since the various kinds of

goods are produced not only at the

same rates of flow but in the same pro-

portions as before—^in other words,

since the sum total of economic well-

being is not changed—all prices will

tend to rise in the same proportion.

In like manner, if production rates

are maintained constant and money
incomes lowered, prices must come
down proportionately. On the pur-

chasers' side, there is less money with

which to buy this same volume of goods

and there must be a reduction in

prices if all the goods are to be sold.

On the other side, the money costs of

production are lowered so that the

producers can sell at proportionately

reduced prices and still leave the same
proportionate margin of profit; and
competition among rival producers no
one of whom wants goods left on his

hands or an idle plant when it could still

be run profitably, will force the prices

down.
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Therefore, the economic well-being

of the moss of the people can no more
be bettered or injured by a general

proportionate increase or decrease of

money incomes unaccompanied by a

like change in the general productivity

of industries, than can a man lift him-

self over a stone wall by pulling on his

boot-straps. Indeed ike general level

of money incomes is nothing and the

general productivity of industries is

everything in the economic well-being of

the great mass of people.

However, it may be claimed that,

while this is true of the sum total of

money incomes, wage incomes consti-

tute only a part, not the whole, of this

sum total and that a general wage and
salary increase will benefit the re-

cipients because it will increase the

wage earners' proportion of this sum
total; that therefore the wage and
salary class will get more, and the

profit taking class will have less.

This reasoning would be valid if the

increase in the sum total of money
incomes were of necessity limited to

the wage and salary increases granted

—if the wishes, beliefs and motives of

land owners and business men, whether

farmers, manufactiu-ers, transporters

or distributors, were of no weight in the

matter. But they are of the same pro-

portionate weight as before and the

increase in the sum total of money
incomes is not limited to the wage and
salary increases. On the contrary, the

landowners have the power to ad-

vance money rent rates to the point at

which they can get the same proportion

of the total social product as before;

business men have the power to ad-

vance their prices so as not only to

cover the advance in production costs,

inclusive of land and other rents, but to

restore their margin of profit to the

same proportion as before. Not until

the mass of workers simultaneously

find means of changing the motives,

convictions and desires of landlords

and of business men so that com-
petition among their weakened wills

will compel them in a given situation

to be content with less rent and a
smaller margin of profit than is now
the case, will workpeople be able,

through a general proportionate ad-

vance in their money incomes, to in-

crease their proportion of the total

social product. When they attain

this power, they can increase their

proportion vnlhoul any advance in

their wage- and salary-rates.

It is true, indeed, that if the wage
earners of one particular business es-

tablishment obtain a general increase »

in week-wage rates without giving a !
corresponding increase in production

and without there being a correspond-

ing adjustment of the wage-rates and f I

production costs among that house's '

competitors, then the increased wage
incomes may be at the expense of that

firm's profits. For while its unit-costs

are increased thereby, this firm cannot

recoup itself by raising the price of its

commodity. Competition of rival pro-

ducers, who are not restricted by like

increased costs, will prevent.

However, if all competing firms

are subjected to a proportionate wage
increase, they are left on the same
competitive footing as before the wage
increase and can, and will, increase

their prices not only to the extent of

the increase in unit wage-cost but to

the extent of a margin of profit on this

cost in addition. In this case, the

manufacturers may not be able to

maintain the same proportionate mar-

gin of profit, because, with the ad-

vance in the prices of this commodity,

the mass of the general public—the

people in the other industries—^who

have not had their money incomes

increased, cannot buy as much of this

commodity and, at the same time, buy
as much of everything else as before.
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They must reduce their purchases of

something. Probably they will re-

duce somewhat their purchases of

many things; however, the commodity
whose purchases are most reduced

is the commodity whose price is ad-

vanced. The more necessary is the

commodity, the less is the effect on its

purchases; the less it is necessary, the

greater is the effect. So that unless

those industrial workers who get the

increase spend the whole of it, and

even more, in the purchase of the very

commodity they are producing (an act

that would leave them worse off than

before) their increased money income

would to a certain extent come out of

their employers' profits.

However, reduced volume of sales

means reduced production and reduced

employment. Advancing the price of

one commodity out of its former re-

lationship to the prices of other com-

modities, reduces the effective demand
for it and creates idleness and unem-
ployment within that industry until

a transfer of production facilities and
working force to other industries can

accommodate the remaining capacity

to the reduced demand. During this

period of adjustment, unemployment
will offset, to a considerable extent,

the increase in wage-rates, perhaps

even reduce the total annual money
income of this group. There is such a

thing as a group of persons' over-

reaching themselves.

However if the wage increase be

general, not to one industry but to all

industries, then the remainder of the

buying public also would have pro-

portionately more money to spend,

could sustain the higher prices and
not only would the increased cost of

the product of the industry in question

all be passed on in higher prices, but

the higher unit-costs of all other com-
modities would also be passed on in

higher prices. Furthermore, materials

would cost more; machinery and tools

would cost more; for these are them-
selves products. And when the proc-

ess of adjustment was complete, we
should have passed to a general higher

price level in which money profits

would share proportionately.

While workers cannot increase their

proportionate share of the total prod-

uct of industrial society by means of

a general proportionate increase in

wage- and salary-rates, unless the vol-

ume of production is also increased,

neither can employers increase their

share of this product, or reduce the

workers' share by a general propor-

tionate decrease in wage- and salary-

rates. For, as we have already seen,

unless production is reduced, prices

must come down in like proportion and
a 20 percent less moneyincome will buy
the same quantity of commodities as

before. The essential thing is that pro-

duction be maintained undiminished.

Likewise, if industry has come to

equilibrium at a given system of rates

of production, income rates and prices,

there cannot be an arbitrary reduction

in prices not justified by increased

productivity and reduced production

costs without a corresponding re-

duction of money incomes inclusive

of wage- and salary-rates, i.e. unless

production stops. A reduction in

prices without correspondingly in-

creased productivity of industry means
reduced gross money income of busi-

ness men. If the expenses of pro-

duction are not decreased, this means
not only that profits are reduced

both absolutely and relatively but

that they may even be converted

into losses. The latter condition can-

not last long. Nor can a relative

reduction in profits endure long unless

the normal mental attitudes of business

men have altered in that direction.

Pressure will be put on workers

through demands, argument and un-
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employment until wage- and salary-

rates have midergone a like pro-

portionate change.

While wages cannot entrench on

profits by means of general pro-

portionate wage-rate advances and
profits cannot entrench upon wages by
means of general proportionate de-

creases in wage-rates, nevertheless it is

possible for one person to benefit at the

expense of the mass; for one group of

industrial workers to benefit at the

expense of the others; for clothing

cutters, for clothing workers as a

whole, for glass-blowers or railroad

workers either to benefit at the ex-

pense of the mass by means of a wage-

rate increase or to be injured by
a wage-rate decrease. If the total

money income of society is $100,000,-

000,000 a year, of which my portion is

$10,000, then my annual purchasing

power over the product of industrial

society is 10,000/100,000,000,000, or

one ten-millionth part of the total, the

exact meaning of which depends upon
the proportions in which I value the

various commodities as compared with

the proportions in which the remainder

of the whole competing mass of pur-

chasers values them. Double my in-

come, keeping that of everybody else

unchanged, and my purchasing power
becomes 20,000/100,000,000,000, or

2/10,000,000 part of the total; I have
practically doubled my purchasing

power at a slight loss to every other

member of society. Cut my income in

half without changing that of anybody
else, and my purchasing power becomes

5,000/99,999,995,000, or 1/19,999,999

part of the total ; it has been cut prac-

tically in half to the benefit of every

other member of society.

The foregoing takes no account of

the effect upon production that may
be caused by doubling or halving

my income. Likewise, if the original

hundred billions includes, say, $416,-

000,000 earned by 200,000 clothing

workers, and they can get this in-

creased by 100 millions without there

being any change in the money in-

comes of anyone else, their combined
purchasing power becomes increased

thereby from 416/100,000 to 516/100,-

000 part of the total product of indus-

trial society, an increase of nearly 24

per cent in the purchasing power of

this small group at an expense of

slightly less than one-tenth of one per

cent to every other member of indus-

trial society. A like proportionate ad-

vance to 3,000,000 workers in the

building trades would come at the ex- ,

pense of fifteen times as much or 1| Ml
per cent, to the remainder of industrial

society.

We say "expense" because if the f\
wage increase is not accompanied by a '

corresponding increase in the pro-

ductivity of these workers, the more
purchasing power they get the less is

left for other people. We do not mean,
however, that such increases may not

be justified—^that they may not

merely correct a relative under-remu-

neration of such groups of workers

as compared with the great mass of

other workers, as probably was true of

some of the wage increases obtained by
the formerly sweated clothing workers.

Therefore, while it is not possible to

better the standard of living of the

whole mass of industrial workers by
a general proportionate increase in

money wage-rates, or to lower their

standards by a general proportionate

rate decrease, and since, therefore, the

cost of living as a basis of wage-rate ad-

justment is impotent for the mass, un-

sound in principle and vicious in its

operation, it is possible to give pref-

erence to one class of industrial

workers or to a few classes as against

the others by increasing their wage-

rates and holding those of the others

down.
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This is all that wage adjustments

that are made on the basis of living

cost do; whether the basis of adjust-

ment is some assumed "living wage"
or merely relative changes in the cost of

living. They merely give a preference

to the workers affected as against the

remainder of the mass of people.

Relations Between Wage-Rates
OF Various Occupations the

Important Matter

It may well be that in certain cases

such preference is just—^that, as a

matter of fact, these industrial workers

were underpaid as compared with the

general mass of industrial workers and

that what appears to be a preference

merely adjusts the wage-rates of these

workers to proper relation to the

general system of wage-rates. No
doubt clothing workers were at one

time so underpaid—^the time when they

received mere pittances under the

piece-work sweatshop system and per-

haps even in more recent times. It is

not unlikely that department store

sales girls have been so relatively un-

derpaid. However, the question in

such cases is not what is the relation

of the money wages to a living wage
(such an undefined expression!), not

what is the relation between the change

in wage-rates and the change in the

cost of living. The real question is

this: What is the relation between

the wage-rates of the various occupa-

tions in this industry to the general

mass of wage-rates? Are these work-

ers underpaid, overpaid or properly

paid for the work that they do as com-
pared with the general system of wage-

rates for the work that their recipi-

ents do?

Answer this question correctly and
adjust rates accordingly, and distribu-

tive justice as between various groups

of industrial workers will be accom-
plished. Answer it correctly and ad-

just accordingly, and the purpose

of "minimum wage" legislation will be

accomplished and more than accom-

plished, if the affected workers produce

a minimum of subsistence or more.

Answer this question correctly and ad-

just accordingly, and we need not in-

quire how large a man's family ought

to be, how many pairs of shoes, how
many pounds of potatoes, of beef, of

sugar and the like, he needs. As if

industry were carried on primarily for

the benefit of landowners or business

men and they were to get all the prod-

uct of industry in excess of what the

members of the labor factor need

barely to sustain life or in excess of

some uniform standard of living that

some self-constituted body may fix

upon! As if there were or could be a

uniform standard of living! As if an

attentive, ambitious, highly productive

tool maker should be deprived of a

part of his product for the benefit

either of his employer or of his un-

ambitious, inattentive, relatively un-

productive brother tool maker! As if

highly trained, highly skilled tool

makers should receive no more pay and
live no better than the untrained, un-

skilled worker just entering industry!

As if the structural steel worker who
risks his life every minute should re-

ceive no greater remuneration and live

no better than the farm worker who
works in comparative safety! As if

the coal miner who spends a large part

of his life in damp dusty darkness,

or the drop forger who sweats before

fierce fm-nace fires should receive no
greater remuneration and live no

better than a sleeve maker, sitting

comfortably before a sewing machine

in a well-lighted sanitary factory! We
have already shown that a standard of

living is a personal thing, effective only

as it restrains and stimulates and
governs individual conduct. There is

not one standard of living among the
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workpeople of the world but millions

of them.

When a worker feels the pressure of

the cost of living (and no matter how
large money incomes may be, workers

will continue to feel the pressure of the

cost of living so long as the productive-

ness of industry is little more than

sufficient to meet the primary needs of

the people, so long as the increase of

population keeps pace with the accu-

mulation of capital and the advance of

science and the industrial arts), he

naturally is also pressed to increase his

own income. Any group of workers

so pressed naturally reacts in the same
way and, if organized, makes its de-

mands. This should raise the question

of whether this group is properly paid

for what it does as compared with the

remuneration of other groups for what
they do.

Elements Determining Normal
Relations Among Wage-Rates

The answer, however, must be

sought, not in comparing their wage-

rates with the cost of living at any as-

sumed standard, but in a comparison

of the wage-rates of the group in

question wath the mass of other wage-

rates, and in an analysis of the various

jobs, operations or occupations with

reference to those influences or factors

that, at any given system 'of rates,

affect the relative supply of workers in

these various jobs, operations or oc-

cupations. Here we hark back to

Adam Smith. Let us consider the

production of the various commodities

in certain given volumes. With a

given technique of production thep is

a certain system of operations, on each

of which is needed, at certain given

rates of effectiveness or productivity,

a certain number of workers. There is

a certain given population potentially

available for distribution among these

operations. Will workers be available

for these various operations in the

quantities and proportions needed?
That dej)ends upon the relative rates

of remuneration. Some operations re-

quire quick, keen intelligence, some
do not; some require a long time in

which to come up to full proficiency,

some can be mastered in a few days;

some require a certain background of

general knowledge and education, some
can be well performed by gross illit-

erates; some require great strength,

some require very little; some require

fine precision and close attention, some
require much less accuracy and put

no strain on the attention; some entail «

large responsibility because of the loss II

1

or damage that can easily result from
carelessness, some entail little respon-

sibility; some subject the workers to

great discomfort, some are comfort-

able and agreeable; some subject the

workers to health deterioration, others

are perfectly healthful; some are dan-

gerous, some are safe; some subject the

workers to long seasons of idleness,

some offer opportunity for working as

continuously as the worker himself is

willing to work. And so on-. Between
the extremes there are all gradations.

Each of these aspects of an operation

or occupation constitutes a degree of

restraint that prevents the free flow of

workers from one to another, or a

repelling influence or, perhaps, an
attracting influence. At a given sys-

tem of relative wage-rates the indus-

trial population will, in the' course of

time, distribute itself among these

occupations and operations in certain

proportions. If these are the pro-

portions in which they are needed, well

and good. At any given arbitrarily

chosen system of wage-rates, how-
ever, it is altogether probable that the

supply of labor would be short of the

demand in some operations and in

excess of the demand in others.

Competition will tend to raise wage-
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rates in the one case and lower them in

the other. Competition will tend to

adjust relative wage-rates so that the

demand for labor will equal the supply

in each operation. And the final test

of the relative accuracy of any system

of wage-rates is their relative power of

attracting and holding workers in the

proportions in which they are wanted.

The proportions in which workers

are needed in the various operations

and occupations are undergoing con-

tinuous change, however, owing to the

coming of new employers, the dis-

appearance of old, the expansion of

some establishments, the contraction

of others, the appearance of new com-
modities or improved designs of old

and the fall of others from favor, the

change of fashions and the change of

consumption habits. Industry is in a
state of continuous flux: equilibrium is

never attained. Because of the re-

straints spoken of above, the working
population cannot adjust itself instan-

taneously to these changes. Hence,
even if demand equalled supply all

along the line at one time, it would be
out of adjustment at another; there

would be a relative deficiency of

workers in some lines, a relative sur-

plus in others. In the occupations

with relative surplus force, market
wage-rates may temporarily be de-

pressed below the normals, the rates

that will normally be approximated, a

condition that leads to high labor turn-

over; while in others, the temporary
scarcity and resulting abnormally high

rates may attract more people rela-

tively than can normally be accom-
modated, a condition that later will

contribute to abnormally low rates and
high labor turnover there.

These mutually disadvantageous con-

ditions could be avoided if we had
some means of determining the nor-

mals and could pass directly to them.
We know of no way to accomplish or

even approximate these except by
conscious analysis of each operation

with reference to the degree to which it

involves each of the above enumerated
influences and any other which later

analysis and more mature consideration

may find pertinent, rating all opera-

tions with reference to each influence,

getting for each operation a rating fac-

tor for each influence, and combining

all the factors for any given operation

into a single relative rating factor.

Thus a certain operation might be rated

unity on the danger factors; 1.5, on
strength; unity, on precision and atten-

tion; 1.25, on discomfort; 1.3, on in-

termittency of employment and so on
resulting in a combined relative rating

factor of 1 X 1.5 X 1 X 1.25 x 1.3 x and
so on, or 2.44 for the five component
factors given. For another operation,

the series of factors might be 1.05 x 1 x
1.2 X 1.1 X 1.15 and so on, or 1.59 for

the same five components. Were these

the only components or were all the

other components unity for each of

these two operations, then the relative

wage-rates for equal degrees of tech-

nical effectiveness would be as 2.44 to

1.59; if the wage-rate for one was 48.8

cents per hour, that of the other would
be 31.8 cents.

Such relative rating would be no
easy process. It involves painstaking

analysis of each operation. It in-

volves invention and definition of units

of discomfort, of exposure to injury, of

exposure to ill health, of exposure to

unemployment, of strength, and so on;

it involves a relative valuation of these

influences one to another. It involves

much that has never been undertaken

except to a small extent recently in

psychological laboratories. It is not

something that can be completed this

year. It is not a basis of wage-rate ad-

justment that is available in the pres-

ent situation. Yet it is something the

results of which are approximated by
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every concern that adopts a successful

wage scale at which to hire, and by
which to advance, workers in the occu-

pations and operations with which it is

concerned. And it is something that

may be available in the next situation,

like the present one, if we commence
and carrj' on the researches through

which we nuLst go to reach the goal.

Performance Standards Necessary
FOR Effective Relative Rating

Such a relative rating must refer to a

definite amount of work or rather a

definite degree of effectiveness in each

operation or occupation. We cannot

effectively rate handkerchief hem-
stitching and coil winding as mere
names of operations; we must rate a

definite degree of effectiveness of per-

formance in these two operations. If

stitching rolled edge hems on 100

dozen 9-inch by 9-inch handkerchiefs in

7.8 hours with 24 stitches per inch on a

machine speeded at not less than 2,825

stitches per minute is a fair rate of per-

formance, and if winding 390 Ford igni-

tion coils in 12.3 hours under similarly

specified conditions is a fair rate of per-

formance, then in relatively rating these

two operations they should be rated

at th^e rates of p)erformance. This

establishes relative ratings at cer-

tain standards of performance. Then,

within the operation, -the individual

worker may be remunerated according

to his actual performance; if his rate of

performance is 90 per cent of the stand-

ard his remuneration can be fixed at

90 per cent of the standard rate for the

operation; if 110 per cent, it can be

fixed at 110 per cent of the standard

rate.

Obviously this involves the careful

analysis and study of work and the

careful determination of fair standards

of performance. Furthermore, to be
fairly apphed, it involves a kind of

management that effectively main-

tains the conditions on which the per-

formance standards are based.

Relative Rating a Force Making
FOR Stability

Such a relative rating would operate

to stabilize the rates of remuneration
for the various cla.sses or grades of

operations and occupations. Sta-

bilizing these automatically stabihzes

the prices of commodities except in so

far as natural phenomena, such as

variations of weather conditions in

agricultural and animal husbandry,

intervene to vary the productiveness

of industry, and except in so far as

progress in the indastrial arts makes
industry more productive and lowers

the price.

We submit that such stabilization is

highly desirable. We submit that

such instability as that we have ex-

perienced in the last few years is de-

moralizing and distressing.

Relative Rating Not a Bar to
Individual Advancement

Does stabilizing rates of remunera-

tion mean that the individual worker
will strike a level of earning power and
go no further during the remainder

of his life? By no means. The in-

dividual can still progress as rapidly

and as far, on the average," as Ls now
possible. The ranks of industrial work-

ers, whether managers or workers

at the bench, are continuously being

depleted by retirement, disability and
death; they are continuously being re-

cruited by others who enter industrial

work, mostly by the young persons who
come up to the age of self-support.

Naturally as persons drop out of the

operations of higher skill and value,

their places will be taken by advance-'

ment from the op)erations of less skill.

Naturally the person who is just en-

tering industry is inexperienced, un- S
skilled and must go into relatively less

^
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skilled and low valued work. Hence
the normal course of deyelopment of

the individual is gradual advancement
from work of relatively low value to

work of relatively high value.

The thing for workers to insist upon
is that these opportunities for ad-

vancement to work of higher value, in-

cluding advancement to all grades of

executive work, be offered on the basis

of proved merit rather than upon the

basis of either favoritism or indefinite

impression.

Practical Procedure to Start
Relative Rating at Once

Is it necessary to wait until all this

analysis is completed in order to get a

working basis for relative rating.' We
think not. The Franklin Motor
Works used the rates for the various

occupations that prevailed in 1905 as

the basis of their relative rating. The
rates of that year were chosen because

those seemed to be the rates most

satisfactory to workers as evidenced

by the low labor turnover rates of that

year. From the viewpoint of workers

this is probably the best index to the

relative satisfactoriness of rates. If

the rates of turnover are the same in

the various occupations and operations

or if they increase as we go downward
from the highest valued operations,

but increase gradually (for we hope
that those in lower valued operations

are less contented than those in the

higher valued and seek to progress),

this fact may be taken as indicating

fair satisfactoriness of such rates.

Such a basis gives us a start. Then,
if workers and employers accept the

principle of relative rating and are

willing to cooperate in putting it into

operation, the work of analysis, rating,

testing and correcting can start and
proceed until in the course of time the

data for more satisfactory relative rating

accumulate and become practically

available.

Wage Adjustment

By Sanford E. Thompson
The Thompson and Lichtner Company, Consulting Engineers in Industrial Management

and Construction

THE problem of wage adjustment
must be considered from three an-

gles and each of these three requires

independent treatment:

1. General wage levels

2. Relative wages
3. Individual earnings

Wage levels, meaning the average

earnings of large groups of workers,

are governed not merely by laws of

supply and demand and all of the vari-

ables incident thereto, but also by
fluctuations in money values that are

produced largely by causes outside the

range of wage action.

Relative wages may be considered

as the relative levels of earnings in

different operations in the same es-

tablishment and, in a broader sense,

the relative levels in different localities

and in different industries.

Finally, individual earnings should be

determined by individual production.

In these, more and more account is being

taken—although this is often excluded

in economic theories—of the ability

of the particular shop or the particu-

lar industry to pay through natural

causes, or the skill of the managerial

organization to obtain with the cooper-

ation of the worker, exceptional results.

At the present time it is the general

wage level that is uppermost in the

treatment of the problem of wages.
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Cost of Living and General
Wage Levels

Mr. Mitchell is correct in his con-

clusion that the actual cost of living

cannot be used as a general basis for

the fixing of wages, not only because

the volume of wages must he governed

by production, but also because the

varying needs and different sizes of

families prevent the fixing of a definite

figure as a necessary requirement for

earnings. The variation in budgets

has been brought to the attention of

the writer very forcefully in connec-

tion with recent arbitration proceed-

ings.^ At the same time, budgets of

cost of living are useful incidentally in

examining minimum wage-rates pro-

vided these are considered as real

minimums and not, as is too frequent,

average wages. They are also useful

in comparing wage levels in different

localities where living costs vary. In

other words, data on cost of living may
be considered as one of the factors to be
used in adjusting the distribution of the

returns to the workers, in preventing

a too low minimum remuneration when
the supply of workers is largely in ex-

cess of the demand, and, in fact, in

considering the workers' share of the

returns in cases where this is assumed
to be the important element.

The increase or decrease in cost of

living, on the other hand, provides

definite information of distinct value

in the adjustment of general wage
levels. The cost of all products is

chiefly a labor cost. Analysis of cost of

building construction,^ for example

—

although materials, such as lumber,

brick cement, etc., average some 43 per

cent of the total cost—shows labor as

^ The Rochester Shoe Wage Arbitration presented

before the American Society of Mechanical Engi-

neers, December 6, 1921.

* See diagrams by the Thompson & Lichtner

Co. in the Boston Evening Transcript May 21,

1921.

87 per cent of this total building co.st

because the cost of the materials them-
selves so largely consists of labor.

Other products show similar results.

In fact, 80 to 95 per cent of the value

of practically all products represents

labor. For this reason the curve of

the cost of living, made up as it is of

the cost of various products, propor-

tioned substantially on the basis of

consumption, furnishes a guide to the

trend of wages in the manufacture and
distribution of these various products

and, therefore, one of the bases for

wage adjustment proportional to the

cost of living prices.

Comparison of cost of living and
wage curves over long periods shows
the same general trend. The tend-

ency of both is upward from year to

year with extreme fluctuations only in ^ I

such periods as that through which '

we are now passing, when conditions

have been so abnormal. The upward
slope of the wage curve should be

greater than the upward slope of the

cost of living curve because the in-

creasing productive capacity of a man,
due to improved machinery and meth-

ods and standardization, tends to raise

wages and reduce costs, thus giving

more and more margin for savings,

luxuries and recreation.

Scientific Analysis and
Relative Earnings

In thus considering the general as-

pects of the problem, however, the

importance of scientific treatment of

the features that affect relative earn-

ings must not be minimized. Certain

efforts, as Mr. Mitchell indicates, have

already been expended along these

lines with interesting results. One fac-

tor, labor turnover and its effect on

the cost of training workers in the vari-

ous branches of the shoe industry, has

been investigated from a practical

standpoint so as to provide a basis
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for the consideration of this particular

element in this particular trade.' In

recent discussions with labor union

officials the factors of training and skill

have been brought out as elements in

the determination of relative wages in

the shoe industry. One of the most
irritating features in this industry, in

fact, to both the workers and manu-
facturers, are the uneven earnings due
to lack of balance in the different

departments, in some of which the

workers earn relatively too little and
in others, relatively too much. The
unions at the present time are advo-

cating analyses of fundamental condi-

tions to get at the various factors which

affect the relative and actual earnings.

The necessity is evident, then, for

studies such as are suggested by Mr.
Mitchell, for more exact records of ac-

complishments, for laboratory exper-

iments, and, particularly, for analyses

in the shop which, after all, is the

most effective laboratory. For this

there must be greater coordination

between industries and keener layout

of the activities of the various manu-
facturers' associations not merely for

investigating price fixing but for com-
paring methods, collecting facts, and
analyzing conditions in the individual

shops of the associations.

' See "Assay on the Boot and Shoe Indtistry"

by Sanford E. Thompson in Waste in Industry

presented by the Federated American Engineer-

ing Societies.

The Fixing of the Individual
Wage

The third division of the problem,

the fixing of the individual wage, is as

fundamentally important as the other

two. Not until more definite standards

of production are available, not until

the manufacturers and workers alike

realize more fully the need of intensive

study, of job analysis, of the type of

production control that ehminates the

delays and idle time of man and ma-
chine, not until the wastes in the in-

dustry are recognized—and not merely

recognized but attacked in scientific

fashion—can we hope even to ap-

proach a solution of the wage problem.

But we haVe this fact to prove to us

the possibility of attaining the goal:

certain plants, few to be sure, but

representative, have attained notable

results in their attempts to solve the

wage problem. They have attained

these results not through chance,

not through fortunate conditions, not

through superhuman efforts of a phe-

nomenal executive, but through a study

of causes, a presentation of facts and
a derivation of standards. And these

have been attained, moreover, not by
the employer working as an autocrat of

the old-fashioned school, but through

the coordination and the cooperation

of efforts of the employer and the

worker.
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The Development and Accessibility of Production

Records Essential to Intelligent and Just

Determination of Wage-Rates
By Samuel Gompers

President, American Federation of Labor

DR. Mitchell's discussion empha-
sizes the fallacy of determining

wages on the basis of costs of li\'ing

—

a fallacy which labor pointed out in

our Denver convention, directing that

an effort be made to develop a theory

of wages that accords with industrial

facts. Such an investigation must
come to grips with fundamentals not

only of economics but human nature.

A glimpse into the nature and the

ramifications of this field is given in

Dr. Mitchell's discussion of relative

rating. The distinguishing character-

istic of the human being is creative

ability—ability to record experience

and to utilize past experience to make
progress. What Dr. Mitchell calls

performance standards ought to be of

such a nature as to release all the

creative energy of the workman and to

enable the workman and the manage-
ment to judge the quality of creative

workmanship manifested. What the

workman wants is opportunity "to be

something," to master forces and
materials and to show the power of his

mind and the skill of his hand. On
the other hand, the necessities of

economic conditions of life demand
that creative ability be compensated,

and the human sense of justice re-

quires that the compensation be in

proportion to the value of the work
done. A sense of injustice inevitably

represses creative ability.

It seems to be a diflBcult thing to

bring many practical business men to

understand that the spirit of produc-

ing workmen must be uncurbed if

production is to rise to full capacity.

To unfetter the spirits of men is the

underlying philosophy of our trade

union movement. We want to scatter

opportunities for use of brain through-

out the whole industry. We want an

opportunity to master our machines

and production processes. Labor is

seeking a wage philosophy based upon
these fundamentals.

While those sections of Dr. Mitchell's

paper which precede his discussion of

relative rating may coincide with the

academic theory of static economics,

it is not altogether in harmony with

the fight which wage earners have been

forced to make to increase or maintain

their wages. Our national income is

computed both in terms of money and
of products. I have repeatedly stated

there can be no general permanent
betterment of standards of living

without increased productivity. But
we wage earners know that from time

to time we have increased our home
comforts by forcing a more equitable

distribution of incomes. That was
worth doing; it meant opportunities

for ourselves and our children. We
also know that when we force wages

up the management at once begins to

consider labor-saving machinery and
improved methods. Increased produc-

tivity follows. Economists have before

this tried to discourage us from asking

for wage increases by assuring us that

all our gains were absorbed by price

increases. Statistics have been mar-

shalled to demonstrate lessons in pes-

simism. However, there are not ade-

quate statistics in the industrial field to

demonstrate any theory conclusively.
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Not five per cent of managements
keep production accounts in such a way
as to show real production conditions.

Managements seem to feel that such

accounts as are kept are for their

private information. Now every work-

man who puts his creative ability into

an industry has a right to an account-

ing in order to know the justice of his

compensation. The purchasers of the

products have a right to know produc-

tion costs in order to judge the fairness

of the price. There ought to be just

as much publicity about the bases

upon which prices and wages are

determined as about prices and wages

themselves. And yet we find steel

companies challenging the authority

of a governmental agency to access to

production costs

!

The prerequisite to intelligent con-

sideration of wage problems is full and
complete knowledge of production ac-

counts and distribution of incomes from
producing establishments. We need

that data over long-time periods so as

to determine the results of managerial

policies and to determine the curves

of the relatij'e allocations of income.

There should be a steady increase in

the compensation allotted to creative

ability if that ability is to be sustained.

I urge as essential to more intelligent

and more just wage determination, the

development and the accessibility of

production accounts and statistics.

Relative Rating Leaves the Main Industrial Problem
Untouched

By A. J. Portenar
Formerly, Superintendent, Bureau of Employment, New York State Department of Labor

IN our industrial system labor is a

commodity, the Clayton Act to the

contrary notwithstanding. It is there-

fore subject to the law of supply and
demand, modified by monopoly and
gentlemen's agreements on the one

hand, and by the myriad variations of

individual circumstances and individ-

ual temperament on the other. Indi-

vidual workers being manifestly at a

disadvantage, workmen are gravitat-

ing to the method of collective bargain-

ing, not because they are then assured

of just and properly graded bases of

remuneration, but because they are

then in a better position for haggling

with their employers, according to the

methods of the market place, without

regard to that vague thing called jus-

tice, either in relation to employers or

to each other.

This is elementary, as are some of

your propositions. For example:

(1) Increases to one class of workers

without corresponding increases to

other classes of workers is at the ex-

pense of the latter.

(2) Increases to all classes of workers

without increase of productivity is no

increase to any of them.

(3) Increases to some classes of

workers without increase of production,

if of considerable proportion, lead

eventually to decreased consumption

and less employment.

There are other statements which
are truisms. However, you must not

think that I believe they should not on

that account be stated: the right way
is to begin at the logical beginning.

But you have made some general state-

ments which are at least debatable.

For example:

The sum total of money incomes received

during a given period is exchanged against
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the sum total of goods produced and per-

sonal serviced rendered.

That statement is not true, as I

shall later show,

lucersCompetition among rival prodi

will bring the prices down.

This is only partially true: there are

many artificial obstacles obstructing

the' unhindered operation of supply

and demand—monopoly in any form,

for instance.

TTiere is not one standard of living; there

are millions.

Here we have a statement tech-

nically correct, but essentially wrong.

There is, within not very wide limits, a

very distinct uniformity of standard of

living among large groups of wage
earners.

Answer this question correctly (adjust-

ment of wage-rates between workers) and
distributive justice as between groups of

workers will be accomplished.

From my viewpoint this is a falla-

cious statement. If it can be done

—

and it is more than diflScult—^there

would still be the necessity of adjusting

return for capital invested in a "just"

relation to wages. In other words,

this is really the thing we have been

fighting about for centuries. How
much ought the boss to get and how
much the worker.'' If we produce more,

and then fight each other for jobs, the

increased usufruct will be kept by the

employer.

And the final test of the relative accuracy

of any system of wage rates is their relative

power of attracting and holding workers in

the proportions in which they are wanted.

This admits of dispute. The use of

the word "relative" gives a loophole.

But as a dogmatic statement, without

a lot of qualifjnng "ifs" and "buts,"

it will not do. There are many factors

besides wages which influence selection

of jobs by workers when they happen
to be in a position to choose.

Relative ratings.

If relative ratings are the arbitrary

product of an engineer's calculations,

I should not want his end of putting

it over—^not on organized workers. In

that connection I refer to your refer-

ence to structural steel workers, miners

and drop forgers. Yet you must
know from experience how much the

employer cares about either danger or

hardship for his employes as long as

the "iron law of wages" makes them
risk one and accept the other. Of
course, a mathematical solution at-

tracts an engineer, but the outstand-

ing defect of his method is that he
takes the labor factor and treats it in

the same way as he does machines and
products.

Performance standards.

In other words, piece work! Now
piece work vs. time work is in itself so

big a controversial subject that I will

not start to argue what I cannot
finish. The remainder of the article,

which is connected with this phase of

the subject, could also be argued at

length. But I will say this much: If

you did succeed in making relative J!

rates of remuneration, you would still 1
have the industrial controversy if

everything else was left unchanged.

But you casually put your finger on
one of the fundamentals in- an earlier

passage, where you say:

On the contrary, the landowners have
the power to advance money rent rates to

the point that they can get the same propor-

tion of the total social product as before.

Here you have concealed a whole
volume within one sentence. You
know what unearned increment is

—

how everything that men do finds its

eventual and permanent expression in

increased land values. That is what I
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referred to above when I stated that I

would show to be untrue your state-

ment that "the sum total of money
incomes received during a given period

is exchanged against the sum total of

goods produced and personal services

rendered." People live as well as they

can, but there is still an unconsumed
increment and that is absorbed in land

values. Build a subway or a sewer, a

railroad or a factory, the eventual

result is the same—a larger productiv-

ity and a larger return to the lord of

the land. It is no answer to say that

one owner sold to another, and the new
owner paid the bigger price. The old

owner collected his unearned incre-

ment, and the new owner charges the

price on his investment account and
gets a return on it. Maybe he also

sells and the process is repeated. If

he does not sell, he charges the in-

creased value and gets the return

himself. All the while, the more we
increase in numbers and productivity,

the more we dump into the bottomless

pit known as economic rent. Before

the employer as such and his workers

have anything to divide, they must pay
the non-productive landowner for the

privilege. of producing. The more he

gets, the less there is for them to divide

on any basis.

I am painfully aware that I have not

said anything in all this discussion

that definitely assists in the solution of

the particular problem you present.

The subject involves psychological as

well as other factors: status as well

as cost of living. For the moment,
and until great changes are made,
both in the mechanism of industrial

society and the psychology of the

human beings involved, I can see no
better way of adjustment than the

way in which it is accomplished now

—

by agreement between groups if pos-

sible, and by fighting for it when we
must; voting for it when we have
sense enough to abolish the underlying

causes of dissatisfaction.

If the results of your "relative

rating" and the union scale coincide

closely, there will not be any trouble at

that moment. If you let us in on the

making of it, it will lubricate the proc-

ess. But my conclusion is that no
purely mechanical scheme can have
any but a limited success, according

to surrounding circumstances, and,

under some circumstances, no success

at all. V

The Requirements of a Policy of Wage Settlement

By Herbert Feis

University of Kansas

ALL fruitful discussion must be

launched from a point of empha-
sis, and in the preceding article Dr.

Mitchell seems to me to have launched

the discussion of wage settlement from

the proper one. That is the emphasis

it places upon the fact that all incomes

are governed in the main by the total

volume of the product, and tend to

vary with variations in this total; tend-

ing to rise when the volume of the

product of industry increases, and tend-

ing to fall when the total volume of

product decreases. With that empha-
sis, and the conclusion it suggests, that

high real wages are possible only in a

country in which the general level of

productiveness is high, there can be no
quarrel. Once beyond that point of

emphasis, however, I am compelled to

differ with many of the conclusions

he reaches in regard to a proper basis

of wage settlement.

The chief differences I wish to make
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cleair may Ik; a])proached by distin-

guishing between two principles, often

used in wage settlements, which Dr.

Mitchell treats as part of each other

and subjects to a critical analysis.

The first is the principle of wage ad-

justment by reference to price move-
ments, which has been widely adopted

in recent years.. The point of refer-

ence under this principle has usually

been an index number of the cost of

living, and the principle is familiarly

known as "the cost of living" prin-

ciple. The second is the *' livingwage "

principle, which has been applied main-

ly by state minimum wage commis-
sions to a limited number of classes of

female industrial workers. In this

principle, the point of reference has

been to a calculation of the cost of a

hypothetical minimum standard of

life, which standard has been variously

defined in statutes and by agencies of

wage settlement.

Efficacy of the "Cost of
Living" Principle

The first of these—^the cost of living

principle—has been applied in wage
disputes involving all grades of work-

ers. It is invoked in times of chang-

ing prices. In practice it has usually

been interpreted so as to support such

an adjustment of money wages as

would make real wages the same as be-

fore the price movement. Dr. IVIitch-

ell declares in substance that this

principle is both ineffective and un-

necessary—save, perhaps, as its use

may indirectly affect the growth of the

industrial population. This opinion

he bases upon an analysis of the dis-

tributive mechanism under conditions

often assumed in economic reasoning—^

the conditions of perfectly effective

competition throughout industry, and
of perfectly stable economic motives

and habits. In other words, the eco-

nomic situation he analyses is in a

state of static equilibrium. His con-

clusion is that each factor of produc-

tion is receiving and must receive

that share of the total product which
is determined once for all by that

state of relative plenty or scarcity of

the different factors which underlies

the position of equilibrium. No change

in the amount of any one form of in-

come, for example, wages, is possible

^vithout an increase in the total prod-

uct. Any general advance in money
wages is, according to his analysis,

bound to defeat itself, because it v,i\\

inevitably give rise to a proportionate

rise in prices, rent and profit incomes, t
j

Thus, to change wages as the cost of "|

living changes, is an ineffective and
useless process.

A Question of the Distributive , _

Process i I

It seems to me as if this general

analysis of our distributive mechanism
must be challenged even in periods of

stable prices, and, doubly so, if it is

applied to a p)eriod of changing prices.

At no time do I believe that the dis-

tribution of the total product moves
towards an inevitable or "natural"

result. At all times, due to the non-

realization of the conditions on which
Dr. Mitchell bases his analysis, there

is a considerable part of the product

which may be secured by any of the

claimants upon it: at times of chang-

ing prices this part of the product is

unusually great. The proportions in

which the total may be shared out are

variable, not fixed. These propor-

tions are not governed entirely by a

simple set of fundamental facts. The
outcome of the distributive process

—

by which phrase we mean the whole

series of negotiations and transactions

in which the income of groups and in-

dividuals are arranged—is constantly

being affected by the movements of

the human beings interested in it. The
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distributive situation is never tending

to a position of equilibrium, expressive

merely of a simple set of basic facts.

On the contrary that outcome is al-

ways being influenced by the pressure,

perception and plans of those con-

cerned in it.

Thus I would conclude that the pro-

portions of the total received by any

and all groups may be, and is, to some

extent changed by the decisions of wage

boards, the activities of trade unions,

employers' associations and the like.

In a period of changing prices, it may
be repeated, the extent to which the

outcome may be influenced by such

activities is greater than usual.

This amounts to saying that there

is a part of the total product which

may be ultimately secured by any of

the claimants in distribution, depend-

ing upon their organization, activity,

and public opinion as expressed in

wage decisions, statutes and the like.

The self-assertion of the wage earners

is directed at obtaining this part of the

product. Any principle of wage settle-

ment that strongly favors their claims

and restricts the claims of others,

tends to serve the same end. This

result may be effected only indirectly,

if at all. A multitude of means are

used to bring it to pass. Among them
are the principles which the wage
earners seek to enforce as the basis of

wage settlement. It is impossible in

this discussion properly to explain and

justify thisview of the distributive proc-

ess. The elements of it may be found

in Ricardo. Various aspects of it are

presented by Hobson, the Webbs and
Clay.

"Cost of Living" Principle an
Instrument in Price Move-

ment Periods

In the light of this analysis of distri-

bution the significance of the "cost of

living" principle is easily understood.

As many statistical studies stand to

prove, in periods of changing prices,

wage movements do not follow price

movements in any steady or natural

proportion. The whole field of distribu-

tion is in a flux. Profits may mount to

fall very rapidly. The course of wage
movement may be very decidedly in-

fluenced by the activity and organiza-

tion of the wage earners and other

industrial groups. Any group that re-

mains merely passive will probably
receive a smaller share of the product
than it might otherwise. In periods of

price increase, the wage earners have
found the "cost of living" principle

a useful instrument to justify their

claims; in periods of falling prices, the

employers have found it hardly less

useful to justify theirs. For public

opinion, and official and unofficial

agencies of wage settlement have ap-

proved it because of the fact that it has
produced results not too unjust or

unreasonable, on the whole.

The conclusion to which all this

tends may be briefly stated. It is that

in periods of price movements, due to

the fact that the consequences of ac-

tivity may be unusually real, there will

be an unusual outbreak of movements
designed to alter wage-rates. There-
fore any policy of wage settlement

must contain some principle for ad-

justing wages with reference to price

movements. Whether the "cost of

living" principle is the most satis-

factory one possible, I will not attempt
to discuss . Perhaps an index of change
of the prices of all commodities pro-

duced within the country, rather than
an index made up entirely of the prices

of the important consumption goods,

would be more in accord with fun-?

dainental economic relationships (or a^

compromise between the two)

.

It may be argued against this view
that the price changes are themselves

caased by the wage adjustments, 9,n4



60 The Aksais of the American Academy

that if no wage adjustments were made
price changes would not take place.

But that argument overlooks the plain

fact that very many different influences

may initiate price changes, chief among
which are variations in the total vol-

ume of the product and monetary fac-

tors. Many price changes occur in-

dependently of wage changes. Unless

some way is found to nullify the effect

of these outside influences upon prices,

price movements such as have con-

stantly in the past evoked unusual or-

ganized activity will continue to occur;

and this situation will have to be rec-

ognized by the use of some principle

which adjusts wages in accordance with

prices.

Limited Application of "Living
Wage" Principle

The other principle of wage adjust-

ment that was made distinct from that

of the "cost of living" principle can

be more briefly dealt with. It is the

"living wage" principle. By its very

nature it must be but one element in a

larger policy of wage settlement. It

can be used only as a basis of settle-

ment for the lowest paid groups of

workers. It has been a practical

method of attempting to bring about

such changes in production methods

and in the distributive situation as

would raise the wages of these groups.

If it were embodied in a policy of wage
settlement, it would give these groups

strong representation in matters of dis-

tribution. Its ultimate success would

depend in a decisive measure upon the

course of grov^ih in numbers of those

who are able to do only the simplest

and most unskilled work. Combined
with other social activities for educa-

tion and protection of these workers,

the enforcement of the minimum wage
principle, it is hoped, would lead to a

reduction in their proportionate num-
bers.

The principle has the support of a

deep social conviction. Its object

would be to improve the economic con-

dition of the lower paid workers, by
securing to them, in particular, the

greatest possible share of that part of

the total product which is indeter-

minate.

The two principles so far discussed

would by no means form a workable or

satisfactory policy of wage principles

by themselves. They would have to

be but parts of a more elaborate policy,

which must meet diflSculties not yet

considered.

Additional Aims of a Satisfactory
Wage Settlement Policy

It would have still other results, "I
chief among which I would put the

following: _

First, it would have to result in the 1

1

gradual building up of an orderly

scheme of relationship between the

wages received by the different classes

of workers in industry.

Second, it would have to contain pro-

visions by which profit income (using

the term to denote a mixed form of

income, inclusive of interest) would
be kept at a just level, so that the

resulting distributive situation satis-

fies certain general ideas of industrial

justice.

Third, it would have to be of such

a character that any new forces of in-

dustrial change that may win public

support could be worked out within

its framework.

The first of these aims is at the basis

of Dr. Mitchell's proposals of relative

rating. The result sought is that

brought out by Dr. Mitchell—^the es-

tablishment of a stable relationship be-

tween the wages of different groups of

workers, in order to prevent those dis-

turbances in the price level and in in-

dustry which result from attempts on
the part of particular groups of wage
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i

earners to improve their relative po-

sition in the industrial scale. At pres-

ent such attempts are constantly made
and frequently result in extensive wage
movements and many industrial con-

flicts.

Possibility of an Orderly Scheme
. of Wage Relationship

There is no certainty that any such

scheme of wage relationship can be

established. Its success could be as-

sured only by consent, which in turn

would be derived from satisfaction

with the results of the policy of wage
settlement taken as a whole. It would
depend upon acceptance by the wage
earners of the ethical doctrine that the

interests of them all stands above the

interest of any particular group or

groups. It may even be said that

a spirit of class consciousness would
have to supersede the present spirit of

group consciousness before any such

scheme could be maintained. For un-

less the strongest groups of workmen

—

skilled men in essential industries

—

forbear to use their strength to the

utmost at all times in their own be-

half, any scheme of wage relationship

would be in constant danger of de-

struction.

The chief difliculty to be met in the

formulation of any ordered scheme of

wage relationship, would be to fix the

relative reward for different kinds of

work. As Dr. Mitchell points out,

any such scheme would have to be ac-

curate enough to possess the power " of

attracting and holding workers in

the proportions in which they are

needed in various occupations." It

would, therefore, necessitate an analy-

sis, on the one hand, of the character

of each occupation and the qualities

demanded by it, and, on the other hand,
of the influences governing the move-
ments of wage earners into different

pccupations.

A starting point for such analysis

would be the existing "differentials"

between the wages paid in different oc-

cupations at the present time. The
scheme would have to permit, however,

of the revision of these existing differen-

tials after a study of the pertinent in-

fluences (chiefly, as has been said, the

character of the various jobs and the

capacities and preferences of the wage
earners). If Dr. Mitchell's analysis

of distribution were so, it could be said

that existing differentials were neces-

sarily correct, because of underlying

economic facts and they could there-

fore be made permanent. But he him-

self rejects this conclusion. And his

suggestions in regard to the methods
that might be used in determining

sound and satisfactory differentials

("relative rating" in his terms) are

valuable.

Further Considerations in Scheme
OF Wage Relationship

In attempting to establish an or-

dered scheme of wage relationship, two
further considerations would have to

be reckoned with. First, employers

and wage earners would have to be

left free to enter into agreements which

depart from the general scheme, as

long as such agreements are reached by
the mutual consent of those directly

concerned. For no plan of "relative

rating" could possibly be so accm-ate

as to secure to employers the amount
of labor of different kinds they required

under all circumstances, or so accurate

as to prevent wage earners from being

sometimes thrown out of employment
which they would rather hold at a

lower wage. The scheme would have

to permit all special arrangements

reached by common consent. Indeed,

and this is an important matter, the

only occasions for applying it should

be in settleraejit of serious industrial

disputes,
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Secondly, if any scheme of wage
relationship is to be successfully es-

tablished, the general policy of wage
settlement will have to keep profits

down to what is judged a fair level.

For no group of wage earners will con-

tentedly accept .its relative position in

the industrial scale, if inordinate prof-

its are secured by the owners of in-

dustry. Here we touch close upon
what has been said before. The main-

tenance of a scheme of wage relation-

ship will depend upon the decision of

particular groups of wage earners to

forego the active use of their economic

strength to get as large as possible a

portion of that part of the product,

which is indeterminate. This decision

they will persist in only if the general

policy of wage settlement assures the

wage earners as a whole a great share

of the indeterminate part of the prod-

uct, as signified by the fact that profits

do not stand at an unfair level.

Need to Keep Profits Down to a
Fair Level

To assure that profits will be kept

down to a fair level is the hardest

task to be faced in the search for a

policy of wage settlement, based on de-

fined principles. One of the principles

might be specifically addressed to that

purpose. If such a principle is to be

consistent with the maintenance of

any scheme of wage relationship, it

probably would have to take all in-

dustry within its scope: that is to say

that if wages are adjusted with ref-

erence to profits, the point of reference

would have to be the profit return

throughout all industry. For it is

likely that if wages in particular in-

dustries are adjusted with reference

to profits in these particular indus-

tries, the scheme of relationship, of

relative rating, would be disturbed.

There may be a way in which such ad-

justments inparticular industries might

be carried out without leading to a dis-

turbance of relative rating, but it is

diflicult to discern. Conceivably, ad-

justments to profits in particular indus-

tries might be kept separate from all

other adjustments, and made annually

only, but any such plan would present

many diflBculties. Profit-sharing ar-

rangements in particular industries, or

even particular enterprises, could, of

course, be entered into without dis-

turbing the general scheme.

On the other hand, no principle of

wage settlement which called for wage
adjustments with reference to the prof-

its return throughout all industry,

could be adopted without calling for

important changes in current business

practices. For one thing, the enforce-

ment of a standardized system of ac-

counting (at least in representative

firms) would probably be required.

Only by some such means could an in-

dex of profits be secured.

It may be contended that the prof-

its return in industry is not one of the

pertinent factors to be considered in

formulating a basis of wage settlement.

For it may be argued that the forces of

competition will keep profits down to

the only level that can be called just

—

that determined by the facts underly-

ing distribution. My dissent from this

view follows from my disagreement

with the theory of distribution which

supports it. It is a simple matter of

fact that all agencies of wage settle-

ment in the past have had to give con-

sideration to claims for wage revisions

which were based upon the fact that

profits in a particular industry were

much higher or much lower than they

could possibly be if the conditions of

static equilibrium in distribution were

fulfilled. Exactly the same sort of

claims will arise in the future unless the

principles adopted go beyond a passive

trust in the power of comp>etition to

keep profits at a proper level.
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Need for Adaptability to Changing
Industrial Forces

Finally, there remains the fact

that any principles that are adopted

as a basis of wage settlement would
have to be of such a kind that they

could be modified to take account of

changing industrial forces . Theywould
have to be such, for example, as would
be compatible with the possible exten-

sion of profit-sharing arrangements.

Or, to take a further example, they

would have to be compatible with a pos-

sible future growth of joint industrial

councils in industry. They would have
to be of such a character that they

could be used in connection with a

variety of relationships in industry

between employers and employed.

and changes in those relationships.

At the risk of repetition I wish to end
this short survey of the subject pre-

sented in Dr. Mitchell's paper, with the

opinion that any policy of wage settle-

ment will have to reckon with a large

number of difficult requirements

—

which cannot be wholly reconciled with

each other. No single principle such

as that of "relative rating" will suffice

to meet them all. The policy would
have to be more complicated. It

could remain in use only by virtue of a

public belief that its results were more
beneficial and just than any alternative.

It could expect support above all from
the growing belief that a continuation

of industrial strife on an ever-growing

scale is insupportable.

The Effort of the Worker to Improve His

Own Condition is Indispensable

By Horace B. Drury
Investigator for the Committee on Work Periods in Continuous Industry,

Federated American Engineering Societies

IN the leading article of which this

paper is a discussion. Dr. Mitchell

calls into question the practicability of

attempting by wage award, union

pressure, or other means to bring the

wages of workers in the various indus-

tries up to some "standard of living"

which may have been set up as desir-

able. Unless the amount of goods

produced is increased, he reasons,

higher labor cost in any one industry or

in any group of industries simply

means higher money prices, a higher

cost of living, and in the end other

workers, if not the workers in the par-

ticular trade affected, will lose as much
as is gained. If all wages go up, the

cost of living will be proportionately

increased and no workers will benefit.

If the wages of only part of the workers
are increased, then those workers may

benefit, but all that they gain will have
been at the expense of other workers.

This main proposition which Dr.

Mitchell has so squarely put before us

goes to the very root of the whole ques-

tion of wage fixing. The question as

to whether wage advances are simply

a matter of robbing Peter to pay Paul,

or a means of really raising the general

standard of living is fundamental. It

is the view of the present writer that

the article under discussion has shown
the existence of limits of the most
genuine character to what labor can

hope to secure by the road of wage in-

creases; limits that are, in fact, so im-

portant that the main hope of those

who would aid labor must be turned to

measures very different from simply

holding up wage-rates. But though

this is the central truth which ought
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to be impressed upon every friend of

labor, yet the present writer feels that

its statement should be accompanied

by certain qualifications. He pro-

poses, therefore, to draw attention to a

number of important circumstances

under which, in spite of its general tend-

ency to futility, the effort to increase

wages may serve an important func-

tion and may indeed be of positive

benefit to the general body of labpr.

Advantages to be Derived from
Pressure for Higher Wages

The first point that needs qualifica-

tion, in connection with the general

contention that wage increases are

always at the expense of the workers,

is the assumption that when wages are

advanced and prices also go up, the

increase in prices is caused by the in-

crease in wages. In the limited field

of a single industry or small group of

industries, in a period when prices tend

to be stationary, that might indeed be
the order of cause and effect. But in

the case of all the more general in-

creases in money prices—such as

occurred during the War, or after the

discovery of gold in California, or

during the years between 1897 and
1914—the rise in prices was due, not

to increased wages, but to factors con-

nected with the supply of money, the

demand for goods and the methods of

government and private finance. In

each of these periods, the increase in

prices was bound to go on whether

wages went up or not. So that if the

wage earner had not pressed for higher

pay, he would in general have had to

meet the high cost of living without

his own wages having gone up as it

should.

It is true that the very increase in

money prices tends in time to bring the

wage level up; so that without con-

scious effort on anyone's part the

forces'of competition, explained by Dr.

Mitchell, would tend to raise the

money income of workers to meet the

higher level of prices. But this in-

crease in wages ordinarily lags behind

the increase in the selling price of the

goods which labor is making. By
prompt pressure labor, in industries

where selling prices are rising, can

obtain wage increases sooner than they

would otherwise come, and without

necessarily increasing selling prices

more than they would be increased

were such wage advances not pressed.

The year 1920 furnishes an illustra-

tion of how wages throughout an entire

country may for a considerable period

be lower than economic conditions

woidd seem to warrant. During a

large portion of 1920 industry was ap-

parently demanding more men than

were available. Whenever industry

is thus running full with a marked
shortage of labor, it may be assumed

that the wage-rate is for the time

being below the real value which em-
ployers place on getting work done.

Theoretically, it would have been to

the advantage of almost every em-
ployer as an individual to have raised

wages and attracted more labor. But
employers fall short in doing this,

partly because they do not get around

to it, partly because they are afraid of

bringing confusion into the labor situa-

tion, partly because even at the higher

wages it would be hard to get labor,

and partly, also, because of a sense of

solidarity among themselves. So for

many months the general level of

wages may remain below the rate

which perfect competition would bring

about; and at such times a strong effort

of employes to better their condition

should be able to cause a general in-

crease in both money and real wages,

which would, at least in part, come out

of profits and not out of living costs."

On the other hand, it is equally possi-

ble that falling prices may leave wages
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too high for the best interest of em-
ployes—^including among employes

both those at work and those thrown
out of work. Strange as it may seem,

it is entirely possible that it would have
been to the interest of labor in America
early in 1921 to have come forward and
compelled a general reduction in wages
through all the industries, provided,

of course, that the reduction did not go

too far or too fast ; that labor could have
been assured that the employers them-

selves would not, by a failure to re-

adjust selling prices, have thrown ob-

stacles in the way of a business revival;

and provided, also, that retail dealers

would not refuse to pass on to the con-

sumer the reduction in the level of

wholesale prices. Indeed, it might have
been a profitable course for labor to

have followed even if aU these provisos

had not been perfectly carried out. We
are not commenting here on the practi-

cability of carrying through such a

program, but simply wish to point out

that falling prices may leave wages
above a serviceable level, just as rising

prices may leave them too low.

Keeping Wages in Line with
Rising Prices

In discussing labor's policy towards
both raising and lowering wages and
prices, it must be remembered, there-

fore, that the general level of prices is

for the most part determined outside

of the field of lajbor. It is perhaps
going a little too far to. say, as was in-

timated in the main article, that labor

is not concerned at all as to whether
the general level of prices is high or low.

For the absolute level of the purchas-

ing power of money is of real signifi-

cance when it comes to buying goods
from abroad; it is also important that

the absolute level of money incomes be
what it should be in view of the quan-
tity of money and the cost of producing
gold; it makes a great deal of difference

to the workers as to whether the value

of money is stable or trends upwards or

downwards. Labor, accordingly, like

everyone else, does have a real, though
it may be an unappreciated, stake in

the question of a high or low level of

prices. But whatever may be the

wishes of labor in the matter, the

fact is that the general price level

moves for the most part in an orbit

of its own, pulled about somewhat by
the demands or lack of demands of

labor, but, on the whole, finding its

successive levels in response to deeper

forces. If labor should refrain from
advancing the wage-rate when con-

ditions invite, the probabiUty is that

its self-denial would redound mainly
to the benefit of employers, or specu-

lators, or traders. If labor does suc-

ceed in getting an increase in its money
wages, it is probably more from these

classes that the profits are taken than

from any group of consumers.

This is the situation in the rough.

In actual practice, of course, things are

much confused during a period of either

rising or falling prices, and in many
specific instances the demands of labor

would doubtless hasten the raising of

prices. But in all cases the tendency

to a rise in prices would already have
been there; in many cases the rise

would already have taken place; and
in practically all cases it would come
eventually, even if labor tried to hold

its own wages down. Usually the

increase in wages which labor could

gain in this manner, without tending

to start a fresh rise in prices, would be

very much limited. But during the

war period and the two years following,

the difference in the prosperity of

labor, depending on close, as contrasted

with loose, attention to the matter of

keeping wages in line with rising prices,

was bound to be enormous. Indeed,

it was in no small measure because of

the failure of labor and, indeed, the
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inability of labor to meet this situation

in any carefully planned way that there

arose, on the one hand, so large a vol-

ume of war fortunes, while, on the

other hand, there was a considerable

impoverishment of certain groups of

workers.

The chief other respect in which it is

necessary to qualify Dr. Mitchell's

contention that an increase in money
wages necessarily comes back in higher

living costs, has to do with the possi-

bility of workers' in this plant or that

or in this industry or that winning for

themselves a part of what may be

termed differential profits.

The Possibility of Drawing on
Differential Profits

One of the outstanding characteris-

tics of modem industry is the fact that

there is a wide difference between the

eflSciency, the business luck, or, per-

haps, the special privilege enjoyed by
different firms in the same industry, or

perhaps for a period of years by a

whole industry in comparison with

other industries. These differences of

merit or fortune constitute the real

reason why some companies make a
large amount of money while others

are no more than able to pay their bills.

Differential profits are a chief explana-

tion of the wealth of the millionaire,

and an important source of all those

inequalities of income which separate

those who live well from those in mod-
erate circumstances. The wealthy, of

course, are so few compared with those

who are not wealthy that a division

among all the people of all the property

of the country would not bring the uni-

versal enrichment that some picture.

Nevertheless, the differential profits of

business are large enough so that if

labor participated in them, it would
mean for many of the workmen affected

a substantial increase in individual

income—not one hundred per cent on

the whole or anything like that, but

yet enough to make a good deal of

difference in a man's outlook. Indeed,

differential profits constitute almost

the only fund out of which it would be

possible permanently and materially to

increase labor's share in goods.

Now the whole argument in the

leading article regarding the impossi-

bility of increasing real wages unless

the amount of goods is increased, rests

on the assumption of a uniform wage-

rate for all plants. Our author holds,

in accordance with the theory that has

been accepted in economics since the

days of the founders of the science,

that the rate which will be paid all

labor is determined by what the less

efficient and less successful plants are

able to pay—those plants which are

barely able to make ends meet and yet

whose product seems to be needed to ||
fill the demand for goods. If wages

are raised above the productivity of

labor in these less efficient plants, then,

it is held, these marginal firms will be

forced out of business, the supply of

goods will be lessened and prices will

rise. Or, more likely, the higher level

of wages together with the shrinkage

in the industry will bring a surplus of

labor which will of itself bring wages

down again. In any case, the wage-

rate for an entire industry and for all

industries is set at what those plants

which just manage to survive are able

to pay, the more successful plants

needing to pay no more. The whole

of the differential earnings, all the su-

perior yield of the plants which do well

over those which do poorly, goes to the

owners of the successful plants, or to

others who control property rights.

There is no way by which labor may
increase its share.

Under conditions of perfect compe-

tition, the writer can see no weakness

in this line of reasoning. But when
we speak of trade unions and of boards
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of arbitration we are speaking of forces

which are more or less departures from

competition of the traditional type.

The traditional economic theory also

assumes that complete control, in legal

theory and in actual practice, is in the

hands of the owners of an industry,

and that any unusual profits go entirely

*to the owners and not to the men who
put their lives into the industry, ex-

cepting that labor of the higher sort

which is connected with management
and perhaps ownership. But it is ob-

vious that if we could conceive of an

industrial practice in which it was

recognized that profit accrued to labor

in the form of higher wage income as

well as to capital in the form of higher

dividend income, or if it were possible

for labor to invent forms of organiza-

tion which were strong enough to take

a larger return from the more success-

ful plants or the more fortunate indus-

» tries, or if it were possible to think of

society as developing a type of arbitra-

» tion board which might take these

matters into consideration in its awards

—then, under any of these three

conditions, there is open a possibility

of labor's, in many concrete instances,

increasing its wages in such a way as

would reduce differential profits but

would have no influence on selling

prices.

Cheaper Goods More Effective
Than Sharing of Differentials

The present writer is inclined to

believe that, on the whole, the solution

of the problem of a fair division of the

proceeds of industry should not come
by the method of simply transferring

to the workers in the more profitable

plants or industries the gains that now
go to property owners. He believes it

would be much more logical and more
just all around to work for the leveling

of profits and their distribution in the

form of cheaper goods. Cut out all

forms of favoritism for those who now
have more than their share of fortune;

increase the efficiency of that pre-

ponderate section of production that is

now carried on below a reasonable

standard of efficiency, and these meas-

ures will in themselves tend to prevent

the accumulation in the first place of

income that does not arise from labor

or come as a reasonable return upon
investment. But this is a task which
will take many years and never be per-

fectly accomplished. In the meantime
the unevenness in the returns to differ-

ent enterprises remains. Many people

receive income out of proportion to

investment, or to the quality of enter-

prise shown, or to service rendered.

Is there any reason why it should be
laid down as a law that labor in these

industries or plants should be held to

the common level for the country? It

is more in line with the spirit of the

times to give labor at least a measure
of interest in the industry.

Monopoly in Disguise

In the special case of some of the

large scale industries where there is an
approach to monopoly, the writer

sometimes wonders as to whether it is

in reality a true portrayal of things, to

think of selling prices and labor costs

as finding their equation and determin-

ing one another in the less efficient

plants; or whether it would not be

truer to consider that the large com-
panies who alone operate by efficient

modem methods determine more or

less arbitrarily what selling prices and
wages shall be and limit their produc-

tion to an amount consistent with the

selling price established; and then,

because there is so substantial a mar-
gin between cost and selling price,

other companies with antiquated or-

ganizations or methods spring up and
operate at the margin. If we may
distinguish the "real industry" from
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the "pseudo-industry," the real in-

dustry has no marginal plants at all

but in all of the plants there is a sur-

plus of selling price over cost.

The entire production of the country

could be and should be supplied by
plants working on the high level of effi-

ciency. But because there is no real

competition, because the best raw
materials, or the only modem methods,

or the cream of the coimtry's technical

skill is massed together under the con-

trol of one well-knit group, so as to

give in effect a monopoly, it is possible

strictly to limit that production which
is on a modem scale; the pseudo-

industry is allowed to spring up because

it preserves the api>earance of competi-

tion and because it is consistent withthe

perpetual collection of large profits by
those who have the real control, on as

large a part of the business as they dare

carry on. The establishment of this

marginal production is, considering

everything, a highly artificial device;

it does not remove the fact that the

industry— that is, the true industry—
is a monopoly, and that there is no
sound reason why wages should not be
much higher, or else the selling price

of the product much reduced.

The writer does not know that he is

perfectly describing the conditions in

any industry. But in view of the

dominant position occupied in so many
national or local industries by a well-

knit group of low-cost companies, who
perhaps have all the best supply of

raw materials, or the best methods, or

the best organization, it is possible that

we have in this countrymuch monopoly
in disguise, as we certainly have high

differential profits. If this should be
so, then an insistence that wages
should be what the capable modem
companies could pay, and a repudiation

of the principle that no one should pay
more than could be afforded by those

unsouiidly operated plants with which

a sane national industrial policy would
dispense, might give to labor a very

substantial volume of income that does

not now pass into its hands. As already

indicated, the writer believes that the

best plan is to work for the leveling or

regulation of monopoly gains rather

than their distribution in wages. And
doubtless the forces of law and inroads

of competition are ever working in that

direction. But in the meantime the

problem just described is a real one

and might l)e assailed by nleasures

which would give temporary relief as

well as those which would mean per-

manent solution.

Surge of Workers Against Wage-
Rate the Foundation of the

Present System

Turning from these special cases to

the more general situation, perhaps the

most insistent reason why workers can-

not under our present system abandon
concern over the level of their pay is

because society relies on the continual

surge of groups of workers against the

wage-rate—and the counter resistance

of those who oppose wage increases

—

to fix in all its details the wage-rale

which shall actually prevail. Dr.

Mitchell emphasizes the importance of

establishing a right relation between

pay in different industries and especially

for different types of workers. Those
relations ought in time to be worked

out on a basis of justice. But at the

present time the very foundation of

our whole system of distribution rests,

not on any reasoned correlation be-

tween merit and desert, or between

need and satisfaction, but, so far as

rates have a degree of moral or scien-

tific sanction, primarily on an idea of

what is right, based on rates as they

have actually been worked out during

a long period of economic struggle.

We may say that a manager is worth

ten times as much as a machinist and
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^hce:

not five times; that a policeman is

worth twice as much as a school teacher

and not half as much. But if we
think either of these are the proper re-

lations it is only because that, roughly,

is the way it has worked out. If forces

had worked out a little differently,

managers might receive a hundred

times as much or only twenty-five per

nt more than machinists, and police-

men might be the very lowest in the

economic scale or paid like prize fight-

ers; and we should have adjusted our-

selves to the idea of any of these ratings

as appropriate. Until the world adopts

some very different basis for the de-

termination, not only of wages but of

other forms of money income, the real

reason why some men are to be rated

high, and, especially, the real key to

discovering the proper degree of differ-

ential, must be sought for, not simply

by studying psychology, or physiology,

or the details of men's work, but by
noting what peoples' labor can actually

command in the competitive market.

But the healthy functioning of the

competitive market depends on stren-

I^B
uous efforts being made on both sides,

^pthe one to raise incomes and the other

to depress expenditures. Suppose it

were true that the raising of wages

beyond a certain point defeats its own
purpose. How is the worker or em-
ployer to know where that point is,

until after it has been reached? Even
in the case of so comparatively simple

and fundamental a matter as the

general level of prices, economic
science cannot predict the course of

prices with even approximate certainty,

IV
much less can statisticians, or employ-

m ers, or workmen tell what will be the

price for particular commodities, or

what industry can afford to pay this

or that type of worker. Even though
it were known that the gain of one
worker would come out of the pocket

of another, a perennial concern on the

i

part of each worker or class of workers

over the size of his income would serve

much the same useful function in

stabilizing and adjusting prices that

the labors which accountants undergo

in balancing books to the cent have in

keeping the wheels of business from
getting fouled.

But the truth of the matter is that

in a great host of concrete cases, both

those large cases where wage-rates are

adjusted to new price levels, and, more
particularly, in the innumerable small

cases where the workmen in single

plants or individual workers are re-

rated, the increment which the worker

adds to his wage, or the loss that he

takes, goes back no farther than to his

immediate employer. It is only in the

long run and remotely that workers

take from one another. While a

general program of wage advancement
affecting all workers would oftener than

not benefit no one, the constant guer-

rilla warfare, if we may call it such, the

persistent worrying up of wage-rates

for this individual or that one or this

group of workers or that, the process of

bringing individual remuneration all

along the vast, intricate line up to

the level that in the particular case

is possible—such detailed pressure

should give tvorkers as a whole a sub-

stantially larger volume of real income

than would the opposite policy, under

which each worker implicitly relied on
the general principle that his wage
made no special difference because it

would all come back in lower living

costs.

In passing it should be observed that

even if wage increases caused a pro-

portionate increase in the cost of living,

yet the wage earners of whom we are

speaking here, the people whose wages

it is proposed to increase or not increase

by union action or arbitration boards

—

these really constitute, not only merely

a portion of the total population, but
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indeed, only a portion of the actual

workers. Theoretically, farmliands

(and farmers too), clerks, professional

men, and unskilled workers of every

degree are all labor. But many of

these peoplfe do not consciously identify

themselves with the working class.

As the years go by and the capitalistic

system spreads over more and more of

the field, all classes of workers come
closer to being one group. But such

an amalgamation of classes is far from
being complete. So it Is conceivable

that glass blowers and tool makers and
the whole range of labor—in the ordi-

nary, practical usage of that term

—

might win wage advances, and the cost

be borne in part by the farmer and
draftsman and the countless other

workers who are as yet only imp)er-

fectly linked in that fellowship of labor

whose group interests we are here

weighing. Doubtless many leaders of

labor would hesitate to approve of a

method of advancement which mani-
festly depended on taking from these

unassociated groups; but complete can-

dor compels us to recognize that the

wage earner—he who belongs to Labor
spelled with a capital letter—is not yet

so dominant a factor in society but
that his status might be considerably

improved by what could be transferred

from other groups.

The Scientific Establishment of
Wage-Rates

The circumstances which have been

mentioned, taken singly or all together,

do not alter the fact that the raising of

money wages falls far short of being the

fimdamental solution of the labor prob-

lem. They do help to explain why it

is often necessary and beneficial to the

interests of labor that labor make i>osi-

tive effort to increase its wages. Com-
petition does not work so perfectly,

nor is the power of organized action

so unavailing but that in many con-

crete cases activity by labor or by
arbitration boards might succeed in

raising wages, without its causing a
corresponding increase in the cost of

living. It has, moreover, been pointed

out that in the mixed-up world in

which we still live, it is not easy to say

how wages could be determined with

any degree of precision without making
use of the underlying desire and effort

of each class of workers to better its

own prospects. Nevertheless, when all

is said, it is believed that Dr. Mitchell

is right in urging against any more than

the most necessary attention's being

given to the money level of wages.

It is believed that as the years go by,

attention should be concentrated more
and more on the establishment of

correctly adjusted as opposed to merely

high wages.

Practicability of an Objective
Standard of Living

Our chief ground for difference with

the author of the leading article of this

volume is on the matter of the way
in which these correct wage-rates, in

particular the general level of wage-

rates, should be ascertained. Dr.

Mitchell grounds his whole plan upon
a rejection of the standard of living

idea. He regards the standard of

living as something that varies with

each individual according to the size of

his family, his ideals with regard to

living, etc. It must be admitted that

there is a subjective standard of living

which is necessarily of a variable qual-

ity. But there is also an objective

standard of living, which might more
accurately be called a standard of pur-

chasing power, which is something

tangible and which could be fixed very

definitely for every man and woman.
Our author's idea of this objective

standard of living, or of purchasing

power, would evidently be that it, too,

is something that is of no value; for
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I

what is the use of setthig up a standard

of living when industry can in any case

produce only so much goods ? But that

all depends on the kind of standard of

living one has in mind, whether it be

an ideal standard that persons would

like to attain, or a standard which

study shows is a practical standard for

actual application. Perhaps not every

ne will agree with this definition; but

the writer's view is that the standard of

living which is useful in wage deter-

mination is not some artificial standard

that people say ought to exist, but

rather one which should be regarded as

the resultant, the product of the ex-

istent stage of industrial development.

There is no definite minimum wage
that men and women must have to live;

there is no objective minimum that

they ought to have in order to live a

full and rich life. The standard of

living is a variable. But it is possible

in any country at any degree of in-

dustrial efficiency to say that such and
such a standard is attainable; that

industries that do not support it are

subnormal and parasitic. And, if care

be used in setting up the standard, it

should be possible to establish a stand-

ard above that which prevails in many
lines of work but not out of possibility

of attainment by every necessary in-

dustry. The correct standard of living

upon which the general level of wages
should be based is the highest possible

minimum that the industry of the

country as a whole can afford to pay
and still run sufficiently fully and
successfully.

Wage Revision to Meet Changes
IN Living Costs

This conception of a standard of

living, and more particularly of the

cost of living, is of special practical

importance when it comes to making
allowance for changes in the cost of

living due to changes in the value of

money. Dr. Mitchell is perhaps right

in pointing out that in war-time people

must consume less; so that it is un-

reasonable to expect the buying power
of people generally to keep pace with

rising prices. Wages could be allowed

to keep pace with increases in the cost

of living if people could be trusted to

curtail their expenses drastically and
invest in government bonds; and possi-

bly in the case of the industries which
must be expanded, or in the case

of groups of labor which have been

underpaid, it may be advisable or just

to increase incomes faster than the rise

in the cost of living. But, generally,

the coming of a serious war—which
calls not only for suspension of peace-

time capital construction, but for a

diversion of labor from making con-

sumption goods to manufacturing mu-
nitions—could probably most easily be

handled by planning for a decline in

the real incomes of labor and people in

general.

But when the author speaks, appar-

ently with disapproval, of the manner
in which during the post-war period

arbitrators granted wage increases on
the basis of advances in living costs, it

would seem that he is running counter

to his own fundamental principle.

An advance in wages that merely takes

care of the increase in the cost of living

due to a decline in the purchasing power
of money, is not a disturbing of the

existing level of wages but a means of

preventing the existing level from being

disturbed. Those persons, therefore,

who hold that economic forces make
inadvisable and futile any change in

the level of wages except such as would
serve to bring particular wages in

proper line with other wages—those

persons should hold that it would save

a great deal of needless strife and con-

fusion if wages could be adjusted almost

automatically to changes in the value

of money, ^o that the only special
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jittention tliat would need to be given

to wages would be to pick out those

occupations where for some special

reason the advance in wages should be

greater than the advance in the cost of

living, or, on the other hand, those

industries where it should be less. In

the absence of such a disturbing factor

as war, the peaceful and scientific ad-

justment of wages would be much
furthered by agreeing that there was
a prima-facie case for an advance

equal to the advance in the cost of

living.

The revision of wages to meet
changes in the cost of living is, how-
ever, only a first approximation to de-

termining what wages really should be,

because such revision leaves untouched
the question as to whether wages were

at the right level before the change

in the cost of living, and it also takes no
account of the question as to whether

new circumstances, contemporary with

and perhaps related to the change in

the cost of living, have not introduced

reasons for a change either in the

general level of wages or in the relative

remuneration of different groups.

Standard of Living Principle Es-
sential IN Fixing of Perma-

nent Wage-Rates

In dealing with the problem of the

permanent level of wages, the writer

would again hold that the best method
of approach is from the point of view of

the standard of living. In locahties

where living costs are higher than at

other points it is obvious that the set-

ting up of a common standard of living

wiU be especially useful in arriving at

proper ratios. But under all circum-

stances the idea of a national standard
of living should give the best possible

basis for taking in all the country and
all industries at one view and getting a
real (equivalence and justice of wage-
rates.

This national standard of living

should, as already explained, be fixed

upon with a view to what is actually

attainable in the industries generally.

The procedure in determining it would,

of course, depend on the methods by
which wages in general were deter-

mined. If wages were fixed generally

by arbitration boards or industrial

councils, or even by trade agreements,

the standard of living could be deter-

mined with greater and greater accu-

racy, as the years go by, on the basis of

actual examination of the productivity

of industry and analysis of what it is

possible for the country to pay labor

generally. If, as is the common prac-

tice now, wages were determined not

by any very general program, but by
forces working independently in the

several industries or several localities,

the idea that there was a standard of

living which should be met would
nevertheless be of help in bringing

wages to a standard and true level.

At any one moment there is always a

tendency toward some general stand-

ard of wages, which would be the

more nearly one definite rate if the em-
ployers and men in each industry had
before them the conscious aim of hit-

ting upon such a general standard and
would accordingly go to some pains to

ascertain what was paid elsewhere.

But there would be at all times more
or less pressure towards a higher level;

and as one industry or another found

itself prosperous enough to set up a

standard of its own a little in advance

of the usual rate, that would tend to be

done. If conditions in other indus-

tries warranted it there would be a

tendency for them to follow, until in-

dustry as a whole would be on the

higher level. Perhaps some plants at

the margin would have to suspend

operations or modify their methods.

But if during this effort to attain a

somewhat higher standard it developed
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that the new rate was beyond the

reach of industry generally it would
fail of general adoption and the ideal of

standardization would tend to hold the

whole fabric of rates down to the rates

which it was found had to be fixed if

certain of the important industries

were to operate.

Wages have been set somewhat in

this manner in the past, but with a
great deal of unevenness because of

lack of contact and information be-

tween different sections and industries.

More conscious attention to and sup-

port of the idea of wages fitting a
national standard of living, would
cause the general level to be more uni-

form. However, the extension of the

services of a high type of arbitration

board or industrial councils with juris-

diction over large areas and over great

numbers of men would tend to bring

the standard of living to a greater

uniformity and to a quicker accommo-
dation to new levels made possible by
industrial progress. It might of

course be decided that the standard of

living should be a minimum, and that,

where it was possible, industries should

pay more.

Dr. Mitchell has really avoided this

whole subject of the fixing of the

general standard, or, perhaps we
should say, left it to the gradual work-
ing out of economic forces. He would
have a system of rate-setting which
was inherently much more stable,

which obtained its results much more
smoothly and with more of justice if

he would plan for some method of

standardization of the general level.

We have not much more than touched
here on the actual method of setting up
a general standard of living; but surely

the idea .of such a standard would be
almost essential to any studied effort to

work out a general level, either through
the industries themselves or through
some kind of boards.

The Fixing of Differentials

But the idea of fitting wages to some
understood standard of living is no
less useful when it comes to fixing not

the general rate but the differentials

for different groups of workers. Dr.

Mitchell speaks of a great variety of

scales of remuneration based on the

intelligence, the training, the education,

the strength, the degree of attention

required, the accuracy, the responsi-

bility, the comfort, the healthfulness of

environment, the perils and the steadi-

ness of employment of the different

workers. Doubtless all these factors

should have some influence on the

wage-rate. But the writer is inclined

to believe that taking everything into

consideration the variety of w^age-rates

could be reduced immensely; and that

the great body of the workers could be
rated at either a single standard

—

modified, of course, through a scale of

seniority or proficiency—or on a few
scales bearing very simple relations to

the main standard.

The industrial world is full of wage
differentials between workers; but
many of them are of the most illogical

character. These differentials are

based on historical accidents, on the

relative skill of different groups of men
in gaining increases and on unessential

peculiarities of place and practice.

During the War, some of the great

wage boards established uniform rates

for men from the Atlantic to the Pa-
cific and from the Great Lakes to the

Gulf of Mexico (barring colored labor in

certain pMls of the South) and set up
identical rates in all this area for skilled

men in a great variety of trades . These
awards wiped out a host of old differ-

entials. Sometimes they fitted im-

perfectly and caused embarrassment.

But on the whole they worked. Since

the War, the reversion to the old prmci-

ple of special wage fixing in each place
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has brought about a certain measure of

diversity. But as long as the war-

time idea of national standards was
adhered to there was nothing in-

herently impractical about the sj'stcni.

National standards may l)e too high or

too low or wTongly draAMi up, but it

has been demonstrated that if v>'c want
them they can Ijc made to work.

There are good human and indus-

trial reasons for l)clieving that under a

truly fair and logical system of re-

muneration devoid of accidents, the

pay, the worth, of most persons would
be not far from uniform. When it

conies to creative work, when it comes

to very special peculiarities, persons

differ enormously; so that one man
might well be worth a thousand others.

How many workmen would it take to

fill the place of NeA\-ton, or Lincoln, or,

perhaps, of some of the real makers of

modem industry? But in proportion

as industry becomes standardized on

the basis of the best practice, in pro-

portion as there is education, trans-

ference of skill, and the spread over

great areas of each new thing that

someone discovers, the great majority

of people are put at work carrj'ing out

measures thought out by others. Real

ingenuity becomes more valuable than

ever; but nine-tenths and more of

the actual work of the world becomes

routine. Now at routine work people

are potentially not so far from equal.

There may be many occupations that

not everyone could fill; but as long as

there are many more people who could

fill these occupations—and would be
glad to do so—^than there are such

positions to be filled, such distinctive

callings have no special value under our

system and draw no more remuneration

than the other work of the world.

Not everyone may be able to read,

or engage in this or that work requiring

special knowledge. But when more
peopfle can read than there is need for

clerks, when more people are educated

than there is need for school teachers,

when more people are versed in lan-

guages than there is need for transla-

tors, these occupations tend to lose their

sjx'cial economic importance. Edu-
cation and the greater adaptability of

labor tend to wipe out old aristocracies

of learning and trade. The unit of

industrial labor power tends to be

fixed at the value of one pair of hands,

or one pair of eyes, or one center of

mental attention. Most persons are

about as rich as all others in their pos-

session of one or more of these ultimate

factors of production. So, in spite of

great differences of character and phy-

sique, we find the earnings of women
approaching those of men, of the

illiterate approaching those of the col-

lege bred, of clerks and skilled journey-

men, of brain-workers- and common »|

laborers tending to one level. The A

very exceptional man, or the man *l

whose income is dependent on what he

has himself built up outside of the field

of the great industries, may conform to

no standard at all. But it will become
increasingly possible for wage earners

throughout our country, and indeed

in not so long a time throughout the

world, io be rated on the basis of one

standard of living.

Rate-setting Bureaus, Unions and
Wage Boards

With the increasing tendency

towards nation-\\ide industrial enter-

prises, with the increasing frequency

with which workers move about, with

the increasing standardization of the

conditions of culture everywhere, this

task of working out sound wage stand-

ards based on a broad view of the

standard of li\'ing will become in-

creasingly essential.

So the writer feels that it would

be a mistake to reject the standard of

living basis for determining wages.
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especially when it comes to future de-

velopments; just as it would not be

fair for society to ask the workers,

under present conditions, to refrain

from striving for increases in their own
money wages. We are very far, how-
ever, from finding fault with the eflforts

of companies and managers to do what
can be done to line up in their proper

relations the pay of the different groups

of workers in their own employ.

Probably the best plan that is now
generally possible would be to take the

general rate paid in the line of work, or

make an advance on it if it is desired,

and then work out by some such

method as Dr. Mitchell has suggested

a system of differentials for the higher

or the more trying sort of tasks. The
effort should be made to minimize,

rather than magnify, the difference in

rates between different varieties of

work. But pains should be taken to

give liberal pecuniary encouragement
to the development of those higher

qualities of ingenuity and trustworthi-

ness which often take years properly to

develop and are of inestimable value.

Also, care should be taken to reward
different people on the same job in

proportion to service rendered.

What we have especially wished to

bring out, however, is the fact that the

best and the most scientific rate-setting,

if confined to a plant, will be short of a

complete solution of the problem. No
amount of psychology or study of con-

ditions within the shop can take the

place of the adjustment, through
instrumentalities wider than the shop,

of those great forces and principles

whose sphere of action may be as

broad as all industry. As long as in-

dustry falls as far short as it does at

present of being just, there must be
some means by which rate-setting is

influenced by the great movements of

groups of workmen to safeguard or

improve their condition. As industry

gets better control of itself and its

plans become more comprehensive,

there must be developed some means
by which the agents for many plants

and industries, and for countless num-
bers of employes, may get together and
work out generally applicable and fair

standards of compensation. Scientific

rate-setting in the plant is a good
tangible place to begin. But there

will remain a place for the labor imion

and the collective bargain through all

of today; and tomorrow, a very large

function should be served by the board
of arbitration or the coimcil of industry.

All are needed if rate-setting is to be
broad as well as minute.

The Fruitful Way to Improve
Conditions

There is one by-product of Dr.

Mitchell's discussion which is perhaps

of greater importance than the main
problem which we have been trying to

solve. He says that money advances

in wage-rates do not on the whole bene-

fit labor. While we have tried to

modify that in certain particulars, on
the whole it should be agreed that

money advances do not in themselves

advance the workers very far along the

road to economic betterment. Dr.

Mitchell says that, not a general

money advance, but the establishment

of a right relationship between the pay
of different groups of workers is the

important matter. That relationship

should, indeed, be worked out. But
the subject should not be dismissed

without its being pointed out, as Dr.

Mitchell would be the first to agree,

that the real solution of the problem of

the betterment of the worker is through

greater production.

But, for the individual worker or the

indi\'idual plant or even the individual

industry, greater production does not

necessarily mean a gain to the men in

that plant or industry. It may if the
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management agrees to make it so.

The last thought which the writer

wishes to bring out is that while greater

production makes possible the greater

welfare of the worker, and while in the

long run, if the greater production is

wide enough, it is bound to improve

his condition, the one way for the

worker to assure himself of increasing

his real wages—either now, or in the

event of greater production in the

future—is for him to develop a pro-

gram, not so much of raising wages, as

of reducing profits (in the economic

sense of returns in excess of wage-cost,

interest charges, and necessary ex-

penses). The way out lies not so

much in planning to make incomes

greater as in starting a resolute cam-
paign to make goods cost less.

Lowering of Selling Prices, the
Goal

That, perhaps, is the real lesson to be

drawn from this whole discussion. The
forcing up of the general money wage-

rate, even if it were possible, is too

sweeping and indiscriminate a measure.

It would imder most circumstances do
little or nothing beyond increasing the

cost of hving. A much more logical

and eflFective procedure would be to

begin at the purchasing end and, where-

ever there is an obvious gulf between
labor cost and the selling price of goods,

work for a lowering of selling prices.

From the strictly practical point of

view of furthering the workers' in-

terests, this concentration on the ques-

tion of what goods cost furnishes a

better starting point than even the

ultimately more imp>ortant question of

efficiency of production. For, so far as

the consumer is concerned, it is only

those improvements in production

which actually cheapen goods on the

market that count. The lowering of

selling prices is, therefore, the tangible

thing to watch, the concrete goal to

work for. With tliis measure of suc-

cess in mind, labor and all those who
consume (and that means everyone)

should start back along the stream of

goods, looking for all the places where

wealth may have been diverted. All

the places where cheap goods have be-

come dear should be examined; all the

wastes should be stopped, until finally

that point is reached where the stream

can be increased in its original flow

through greater production. The en-

richment of production is, of course,

the fundamental thing; but from the

standpoint of popular welfare it is no

less imp>ortant to overhaul that whole

system of production and exchange

through which goods which may be

cheap in the making in so many cases

become expensive in the buying.

In general, then, the campaign must

be aimed at every form of privilege, on

the one hand, and inefficiency, on the

other. But the possibility of success

lies in its being a piece-meal under-

taking. Losses must be attacked ac-

cording to the ways in which they

occur. The campaign must be waged
on a hundred different fronts, on

monopoly and profiteering of every

form; on tariffs whose purpose is privi-

lege, and on wrongly or weakly con-

structed systems of taxation; on un-

earned increments, on unstable money,

on violent changes of all sorts, and

devices for keeping out competition;

on wars, and the preparation for wars,

and the aftermath of wars; on anti-

social trade practices and harmful

union rules; on ineffective systems of

employment; on ignorance, on out-of-

date methods; on inadequate education

—on the host of forces which make
some people undeservedly rich or bury

great sections of industry under a load

of inefficiency. The solution is complex

beyond description; but it is the only

way in which society at large can ad-

vance.
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If by consistent effort along these

lines selling prices can be kept reasona-

bly close to necessary labor (and in-

terest) costs, it makes little difference

(so far as we are concerned here) what
the general level of incomes is\ Let us

make sm-e, as Dr. Mitchell urges, that

the different rates of remuneration are

in proper relation to one another; and
then be content to have the general

level of incomes established wherever

monetary considerations prescribe.

Some attention the money wage must
always receive; but it will tend in-

creasingly to become the small end of

a very big problem.

The Equilibrium Wage
By T. N. Cabver
Harvard University

I
KNOW of only one approximately

satisfactory price for any commod-
ity and that is a price which will

tempt producers to produce as large

a product as buyers are willing to

buy at the price, or which will tempt
buyers to buy as much as producers

are willing to produce at the price. K
the price is sufficient to call forth an
adequate product, producers must find

it relatively satisfactory. If buyers

are willing to buy the whole product,

they must find the price relatively

satisfactory.

Of course no price is ever absolutely

satisfactory to anybody. Sellers would
always be better satisfied, or more
nearly satisfied, if the price were dif-

ferent—generally if it were higher than
that which they are getting. Buyers
would be more nearly satisfied with a

different price—generally a lower price

than that which they are paying. We
may as well dismiss at once, therefore,

the possibility of ever finding an ab-

solutely satisfactory price for anything.

Except in cases of siege, famine or

abnormal scarcity when supply can-

not increase to balance demand, we
must be content with a price which
producers find satisfactory enough to

induce them to keep on producing and
which buyers find satisfactory enough
to induce them to keep on buying, so

that there is a balance maintained

between production and consumption.

With one important exception, I

should apply the same test to the

determination of a satisfactory price

for any economic service, whether it be

that of the laborer, the saver or the

business man. If the incomes of busi-

ness men are sufficient to attract into

business as many men of high quality

as the industrial conditions can sup-

port, business men must find their in-

comes relatively satisfactory; that is,

as satisfactory, all things considered,

as those of alternative occupations.

We are assuming, of course, that

violence and fraud are eliminated and
that the incomes are secured as the

result of service rendered. There is no
more reason, however, for insisting

upon this assumption in the case of

business men than in the case of savers

or laborers. One class is no more
likely than any other to make use of

violence and fraud. As a matter of

actual history, at least in recent years,

business men have not made larger

use of these methods thanhave laborers.
If interest rates are high enough to

induce people to save as much as can

be invested in productive industry

without loss to the investors, interest

rates are relatively satisfactory; that

is, savers find them satisfactory enough
to induce them to keep on saving.

Borro^'ers and investors find them
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satisfactory enough to induce them to

keep on borrowing and investing and
the balance is maintained.

With the one exception suggested

above, wages are satisfactory in any oc-

cupation when they are high enough to

induce as many laborers to seek that

occupation as employers are willing to

employ at those wages.

The exception referred to above
occurs when there is a gross oversupply

of unskilled labor. When that condi-

tion exists, very low wages will be
sufficient to attract as many unskilled

laborers as can be used. If those low
wages are not high enough to enable

the unskilled laborer to live according

to a standard which is considered

decent for a civilized country, they are

not satisfactory to the country, even

though sufficient numbers of unskilled

laborers are willing to accept them.

A minimum wage must then be
adopted and enforced. It should be
based upon the cost of living accord-

ing to the lowest standard of living

that is consistent with a dignified and
civilized life. It has no reason for its

existence except where this minimum
standard of civilized life is threatened.

When this minimum standard is threat-

ened, the minimum wage must be
enforced without fear or favor, declar-

ing every self-dependent person who
cannot earn it to be an object of

charity and treating him as such.

Minimum Wage the Only Wage
Related to Cost of Living

The only wage, therefore, that needs

to be based upon the cost of living, or

pay any attention to the cost of living,

is the minimum wage below which we
do not consider it decent to allow any
one to live. There is no reason for

inquiring into the cost of living at all

in trying to establish incomes for

skilled laborers, business or profes-

sional men. Here the equilibrium wage

is the wage that most nearly approxi-

mates that which is satisfactory. There
is, of course, the possibility that some
skilled or learned occupation, or in-

dividuals following a skilled or learned

occupation, might not be able to get

the minimum wage as above defined.

In such cases the minimum wage should

be enforced in the interest of decency
and civilization. The effect of this

would be to force these unfortunate

individuals either into the acceptance

of charity or into some other occupa-

tion where they could earn a decent

living.

To attempt to enforce a wage higher

than the equilibrium wage in any oc-

cupation where the earnings are above
the decent minimum will produce
at least one imfortunate result. The
wage would then be so high as to

attract into that well-paid occupation

more than could be employed. Large

numbers of laborers would justly feel

aggrieved at being unable to get into

so attractive an occupation and com-
pelled to find employment in one that

was less attractive. If all the well-

paid and attractive occupations be-

come similarly overcrowded—in other

words, if the wages are so high in

all occupations above the unskilled

trades as to attract more than can get

in or find employment—it means
necessarily and arithmetically that the

surplus must be crowded downward
toward the unskilled occupations.

So far as the present problem is

concerned, it is not necessary to go

very far into the question as to what
determines the equilibrium wage in

any occupation. It is rather obvious

that the demand for labor in any
productive occupation in some way
depends upon the productivity of

labor. If labor is very scarce and hard

to find, so that each individual is

badly needed, the productivity of each

individual will be high. You can say
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of such a trade, "A few more laborers, a

great deal more product—a few less

laborers, a great deal less product."

In technical jargon, the marginal pro-

ductivity is high. If there are so many
crowding into the occupation that

you can say, "No more are needed,"

or "A few more laborers, very little

more product,—a fewless laborers, very

little less product," it is not likely that

any employer will offer high wages in

such an occupation. The marginal pro-

ductivity of labor is low.

No wage board, however, would need

to waste any time trying to figure out

the marginal productivity of labor.

The equilibrium of demand and supply

would be a better indication than any

figures that any body of experts would
be likely to find. All they would need

to do would be to see whether the

wages were suflBcient to attract into

the occupation as many workers with

adequate skill and training as em-
ployers were willing to employ.

I have read most of the things that

have been written in recent years to

becloud this issue. It would be a

tedious and rather profitless task to go

over their arguments in detail. I have
decided that the most effective refuta-

tion is to state the essential principle

in as definite and dogmatic form as

possible, leaving readers to make up
their own minds as to the relative rea-

sonableness of the contending theories.

Factors Determining Real Wages
By Ernest Minor Patterson

University of Pennsylvania

ECONOMIC theorizing is by no
means confined to professional

economists. So-called practical men
of necessity have their theories on
economic questions, or they would not

be able to direct the enterprises which
they lead, or to formulate policies in

connection with them. Both business

men and economists have suffered from
two weaknesses in their theorizing,

and several of the articles before us for

discussion in this issue of The Annals
indicate what these difficulties are.

One is the desire to find an explana-

tion of economic happenings in as

broad principles as possible. Physi-

cists, chemists, astronomers and others

are constantly seeking for all-inclusive

generalizations such as the law of

gravitation, the periodic law, the law
of inertia. Such generalizations are

extremely valuable, and with their aid

much more progress can be made than
without it. If similar laws could be
found in the social sciences, they would

be equally helpful. There is much
reason, however, to doubt whether

such laws can be formulated, at least

with our present knowledge. The
field of social science is one in which

there are so many forces of such un-

known or immeasurable strength that

it is probable that very few broad

generalizations can as yet be made.

Certain it is that not many of the so-

called laws in economics have been

able to stand the test of current criti-

cism.

One of the reasons for this is to be

found in the second of the weaknesses

referred to, which is a failure to adapt

economic theorizing to changing con-

ditions. Economics must build on
certain assumptions taken from other

sciences. In the last fifty or seventy-

five years these other sciences, no-

tably biology and psychology, have

been so revolutionized that the bases

on which economists built have been

strongly shaken, if not entirely swept
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away. More than most of us real-

ize the structure of economic theory

has been built on hedonistic and
rationalistic assumptions no longer

acceptable to biologists and psycholo-

gists. The trouble has been intensified

by the changing nature of the phenom-
ena with which economics deals. A
hundred or more years ago, economic
prganization was more largely com-
petitive than at present, and laissez

faire was a more generally accepted

doctrine than it is today. With the

passage of time monopoly has become
much more prevalent than before, and
government exercises a far greater de-

gree of influence in the conduct of

business affairs.

These difficulties should be kept in

mind in an analysis of the problem of

wages. We may first of all assume
that we are primarily concerned with

real wages instead of with money
wages. This will lead to the conclu-

sion that fluctuations in the price level,

which change the amount of real wages
received, should be corrected, and that

we need not disapprove any forces that

are designed to bring this about.

Trade unions, administrative bodies

and other influences may be satisfac-

tory aids in securing this result.

Additions to Wages from Rent,
Interest and Profits

As we turn from money wages to real

wages, we may observ^e that these may
be increased by additions to the wage
scale from either of two sources. One
is by deductions from rent, interest and
profits without any increase in the

aggregate volume of community out-

put. The other is by increasing the

product of the conunimity, thus fur-

nishing a larger return to the factors in

production, with the expectation that

labor will share in the general gain.

While it is doubtless true that

many particular enterprises cannot pay

higher wages and continue to survive,

it does not follow that the industry

of the community as a whole is simi-

larly handicapped. The enterprises

referred to are in many instances

marginal plants operated, perhaps, on
an extremely inefficient basis. Their

elimination under pressure would in

many cases merely mean that the

business formerly secured by them
would go to more efficient plants

whose productivity per unit of effort is

greater. W^ith a larger return they

might be able (though perhaps not

willing) to pay a higher wage scale.

Similarly, a curtailment of profits and
a diversion of this fund to wage earners

would give them a larger return, and
would not seriously affect the aggregate

productivity of the community. Fre-

quently profits are sufficiently great to

warrant us in concluding that if a
workable device were found for trans-

ferring a part, at least, of this sum to

wage earners in higher wages, there

would be no decrease in productivity.

In some cases it is doubtless true that

a reduction in the amount of interest

paid would in no way affect the aggre-

gate amount of saving. It is quite

generally agreed that much saving

would be done without any offer of

interest, and many contend that by far

the larger part of current additions to

the capital fund comes from profits

rather than from the economies of

those who are induced to save by the

offer of interest payments. If here,

too, some device could be found which

would divert some part of these interest

payments to wage earners rather than

to capitalists, the wage earners would
gain.

In reply to this argument it may be

contended that even if these amounts
could be diverted to wage earners they

would save so little that we should not

have each year the appropriate addi-

tions to the capital fund of the com-
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munity. It is contended that wage
earners would devote any extra income

to establishing higher standards of

living, and that the total volume of

commimity saving would be less than

we have today. This, however, is by
no means self-evident. Much that

goes in rent, interest and profits today

is certainly not saved, but is spent in

the purchase of luxuries. Then, too,

it is by no means clear that in the

period from, say 1896 to 1914, appro-

priate amounts were diverted to our

capital fund. It is quite possible that

during that period the world set aside

a larger amount than was advisable for

construction purposes, thus lessening

the output of consumption goods for

the sake of a presumed increase in the

output of such goods in the distant

future.

Diversions of certain amounts from
rent, interest and profits to wages,

need not be made in a direct manner,
but may be accomplished indirectly.

Any form of direct tax on these funds,

particularly on rent and profits, might
make possible the levying of lower

indirect taxes, and thus leave with

wage earners a larger fraction of their

gross incomes for expenditure on cocg.-

forts and luxuries. Any shift from
direct to indirect taxation is in effect a
lowering of real wages, since workers
who are compelled to pay higher prices

are compelled to resort to a lower

standard of living. Wages may also

be increased, of course, through profit-

sharing plans which give to the work-
ers a larger return.

Such information as we have regard-

ing the national income indicates,

however, that the total volume of

product is not so large that we can
secure any great improvement in the
condition of wage earners without
some increase in productivity. The
estimates of Professor W. C. Mitchell

and others, which are the most recent

and the most reliable, show that our

total national income was only $28,-

800,000,000 in 1909, and $60,040,000,-

000 in 1918,^ while the average annual

earnings of employes normally engaged

in all industries was only $626 in 1909

and $1,078 in 1918.^ Such estimates

give weight to the contention that not

only is the amoimt received by labor

deplorably small, but that the total

product is not sufficient for any great

increase in the per-capita wage even

though complete justice in distribution

were assured.

Ways of Increasing Productivity

One of the most fundamental of the

proposals for securing larger output is

presented by Professor Carver.' He
has merely restated with his character-

istic clarity and vigor his adherence to

the idea of proportionality. The prob-

lem, he argues, is that of securing the

proper relative amounts of the natural

resources, capital and labor that are

employed in production. The best

possible arrangement is one in which
the amounts of each are so nicely ad-

justed that the desired output is se-

cured. Natural resources are the least

variable in volume, but capital is the

result of saving. If owners of capital

are receiving a high return, this will

encourage saving, add to the supply of

capital and thus lower the rate of

interest. There will be more product,

and a larger amoimt than before

will go to labor. If laborers are so

numerous that their per-capita receipts

are meager, their numbers should be
restricted by limiting immigrants from
abroad and from heaven. If some
are very highly paid, while others (say

the unskilled) get but little, train more

^ The Income in the United States, p. 13. Har-
court, Brace and Company.

" Ibid., p. 102.

»C/. "The Eqtiilibrium Wage." by T. N.
Carver in thb^volume.
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men for the positions that pay well,

leaving fewer for the unskilled tasks,

the pay for which will then increase.

In our discussion of other methods of

aiding in the problem, there is danger
that the truth of Professor Carver's

contention will be overlooked. It is

as fundamental as any argument
could well be, but it is by no means a

complete answer to the question raised.

Its weakness is that it does not make
due allowance for the changes that

have come in our knowledge of human
beings and in the economic organiza-

tion of the world.

To a degree Professor Carver recog-

nizes this by assenting to a minimum
wage "based upon the cost of living

according to the lowest standard of

living that is consistent with a digni-

fied and civilized life." Free compe-
tition with complete mobility of the

factors of production does not exist.

Birth control and restraints on immi-
gration do not as yet operate suffi-

ciently well to solve the difficulties;

hence, a minimum wage as described,

but beyond this the equilibrium of

demand and supply.

The solution is a good one, but by no
means adequate. The older econom-
ics assumed a greater mobility of labor

and capital than existed even a hun-

dred years ago, and that grows less as

the years pass. Also, it viewed men as

productive units which would merely

struggle for "higher wages, shorter

hours and better working conditions."

But organization has grown on both
sides, until today the amount of compe-
tition as compared with monopoly is

far less than before. Among laborers

notice, for example, the American
Federation of Labor and the great

labor unions of Europe. Moreover,

these workers refuse to accept theories

of specific productivity as settling the

matter. They refuse to consider them-

selves as productive'units whose re»

muneration is to be determined by an
equilibrium of demand and supply.

Sabotage of all sorts is practised by
them even as it is practised by their

employers, who refuse to operate at a

loss or who even destroy products to

raise prices.

With the old assumptions and theo-

ries workers are dissatisfied, and many
employers agree with them. No longer

can it be claimed that in spite of its

faults capitalism works so well that the

world must not experiment with un-

tried methods. Capitalism itself is a

changing thing, and is today far differ-

ent from the organization of twenty-

five years ago, In its modified form it

is still functioning so haltingly that

many thoughtful business men realize

that still further changes must come, 'i

Only the evening before this article
<i

was prepared the writer attended a^

lecture where he saw a well-known

banker and an equally prominent dip-

lomat applaud a speaker who stated

that European labor is critical of

traditional capitalism and demanding
that labor be allowed to aid in the

direction of industry.

The wage problem, then, is in part a

problem of better distribution, and in

part one of larger production. But
larger product is dependent on many
things. The Committee on Elimina-

tion of Waste in Industry of the Feder-

ated American Engineering Societies

has recently issued a report entitled

Waste in Industry. To this committee

waste is nothing more than a failure to

attain standards of accomplishment

that have already been demonstrated

in practice as feasible. Their assess-

ment of responsibility for existing

waste in certain industries studied,

places on management percentages

ranging from 50 per cent in textil

manufacturing to 81 per cent in thej

metal trades. Labor is held responsi

ble for only 9 per cent in the met

\
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trades and for 28 per cent in printing,

where its responsibility was thought

greatest. Other factors than manage-
ment and labor are held responsible for

the other wastes.

This report is only another evidence

of our shifting of attention from prob-

lems of distribution to problems of

production, a change which is due to

our realization of the inadequacy of our

total product, to the growing sabotage

by both capital and labor, and to the

recognition of an appalling waste in our

industrial processes. Its significance

here lies in the fact that it makes clear

that management is responsible for

more of the retardation and waste of

today than is labor. Since wages de-

pend so much on aggregate output,

more criticism and advice should be

directed to management than to work-

ers. Emphasis should be given to this,

for it is being continually overlooked in

wage discussions. To repeat: Real

wages are definitely affected by the

volume of output. The more goods

produced, population remaining un-

changed, the more the per-capita prod-

uct, i.e., the higher real wages may
become. Sabotage and other forms of

waste lower real wages. But the com-
mittee of engineers just referred to

conclude not only that the waste is

serious in certain industries they have
examined but that over 50 per cent of

the responsibihty rests with manage-
ment and less than 25 per cent with

labor. Now, mere increase of product

does not necessarily mean higher wages,

since much depends on its distribution.

Nevertheless, much depends on the

effectiveness of management.

Wage Theories Usually
Inadequate

I .' A given wage theory may seem quite

logical and yet be of little aid in an
emergency. The late President Van
Hise once told the writer that he had

searched economic theory in vain for

assistance in arbitrating wage disputes;

yet we are concerned with the fact that

we want results. Our theories are an
attempt to generalize on the facts.

The generalizations have often been

used in an attempt to convince workers

of the justice of the existing scheme of

distribution. They have not been con-

vinced because, after all, the product

is a joint one and a determination of

the contribution of each factor, and
hence of the appropriate reward for

each, is impossible. The theories may
or may not be accurate descriptions of

fact, but as stated they fail to convince

workers of the justice of their reward.

As Professor Tawney has pointed out,*

it is time to shift our thoughts from
rights to the more important idea,

which is function. We must get better

results.

What, then, should be our wage
theory? The writer is unwilling to

accept any one theory unless it be that

those policies should be adopted that

will secure results—and that is a rather

vague generalization. Instead of one

theory there should be several.

First of all, the law of proportional-

ity has its place. Professor Carver's

statement of it cannot be improved
upon, and no matter what the form of

social organization, it must not be
ignored. But by itself it is far from
adequate. Along with it should go a
minimum wage as a protection in a
society where otherwise many would
be crushed.

But that is not all. The "state of

the arts" must be improved. Scien-

tific management has done much, and
relative rating as proposed by Dr.

MitchelP offers assistance if applied

with discretion. Its weaknesses are

two-fold: First, it is essentially an

* Tawney, R. H.: The Acquisitive Society.

' " Relative Rating Versus Cost of Living as

a Basis of Adjusting Wage-Rates."
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adaptation of the piece system, and as

such may be grossly abused by un-

scrupulous employers unless it is closely

safeguarded. Second, it assumes the

possibility of measuring productivity.

It should be repeated that product is a

result of the functioning of several

factors. It is a joint product, and the

contribution of any one factor or of a

single unit of that factor is essentially

indeterminate, unless by the theory of

specific productivity (which fails to

convince the interested parties, the

workers). The wage paid under Dr.

Mitchell's plan is accordingly made up
of two parts. If A threads 200 bolts in

a given time while B threads only 100,

A has clearly done more than B, and
the latter may assent to A's receiving

more pay. But how much more?
There are two elements: the basic

amount B produces and the differential

between his product and that of A.

But both of these are the joint products

of labor working with tools and ma-
terials. The exact product of neither

can be determined. Consequently the

idea cannot by itself be accepted as a

final or a sole solution of the wage
problem.

Another element is the necessity of

recognizing that the laborer is not

entirely wrong when he "makes work,"

Maximimi productivity is not always

to his best interest. At the close of the

late war workers were exhorted to in-

crease their productivity, but soon they

were informed that products were
largely in excess of orders, and that

factories must close. What is the

diflficulty?

It lies in the fact that even just dis-

tribution (assuming we could agree

about it) and maximmn productivity

are inadequate explanations. Our
world is too intricate and cumbersome
for such formulae. Production must
be of the appropriate kind, and mere
exhortation to increase its amount and

then trust to the "invisible hand" or

some similar influence is folly.

Thus production may be of luxuries

or non-essentials. This is because the

articles that are to be produced are

determined by prospective profits,

which may lead to greatly increased

construction of garages and moving
picture theaters when there is a dearth

of dwellings, or to the manufacture of

an unduly large volume of limousines

when other commodities are more
needed.

Or production may be of necessities,

but not wisely chosen. Shoes may be
manufactured in relatively too large

numbers as compared with the output

of cotton cloth or steel rails. Produc-

tion should be properly diversified if

maximum results are to be secured and
higher wages follow.

Then, too, our efforts may be di-

rected too largely to the production of

capital goods such as railways and
irrigation projects, with a view to a

large output of consumption goods in

the distant future, but with a restricted

output of consumption goods in the

immediate present.

These last few paragraphs seem a

little remote from the worries of a given

employer over the wage scale for his

plant, but the connection is a real one.

We are discussing wage theories and

the problem cannot be properly treated

unless we realize its many ramifications

from the field of distribution into

management, business cycles, over-

investment and other related topics.

Partial Solution in the Effective
Functioning of Industry

In conclusion, we should note that

no wage theory will long be satisfactory

if it bases wages merely on the com-

parative strength of the parties to the

wage agreement. Orthodox theories

and much current practice have this

defect. Herein lies the strength of the
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arguments for ^ minimum wage, a

cost of living standard, relative rating,

profit sharing and other like devices.

But none of these by itself is adequate

nor all of them combined. There must
also be a recognition of the fact that

labor is one of the contributors to a

joint product, but that the part it has

produced is indeterminate. Instead of

deluding ourselves with the belief that

it can be ascertained and labor then

be given the amount of the product to

which it has a right, we should concern

ourselves more over the effective func-

tioning of industry. Labor is coming

more and more to appreciate its poten-

tial power, and is constantly more
critical of the weaknesses of manage-
ment. Such experiments as industrial

councils and other devices which give to

workers a larger share in management

are a partial solution of the problem.

Only partial, however. No solution

is final or complete even for a brief

time. The reasons that the present

trouble is so acute is that conditions

change so rapidly—more rapidly than

do our ideas, our theories. Thus the

very success of works councils in bring-

ing together employer and employe in

a given industry may lead them to

recognize their gain in restricting out-

put and in then raising prices to their

mutual advantage. Such a move means
higher wages in that industry, at least

for a time, but the higher price for that

product means a lower real wage for

every purchaser of it. If such restric-

tions in output became general, produc-

tivity as a whole would be seriously cur-

tailed. No one theory gives the answer

today, and no solution will be final.

The Relation Between Wages and National

Productivity

By George Soule
The Labor Bureau, Incorporated

AS the pursuit of economic science

passes from qualitative analysis

to the assemblage and interpretation

of quantitative data, students grow
more wary of enunciating its "natural

laws." Even the laws of the few
exact sciences such as physics and
chemistry are now suffering a series of

shocks from the acquisition and analy-

sis of new facts; and the followers of

the still slender trail of economics

through the unexplored jimgles of

human behavior do well to assume a

certain diffidence. The present writer

has no intention of discussing here

the productivity or any previous

theory of wages, except as such in-

adequate statistical data as we have
may throw light on them. Likewise,

it is incautious to set down any im-

mutable "principles," new or other-

wise, for the use of employers, unions

or arbitrators in the determination of

wage-rates. We have learned from
the modern psychologists that prin-

ciples, so-called, are often little more
than weapons seized or defenses thrown
out in the presence of conflicting de-

sires, and that, while they are often

of a high temporary utility in the heat

of ba4itle, they sometimes become em-
barrassing with a change of terrkin

or of relative power.

Whatever may be the imderlying

laws, the surface phenomena surroimd-

ing the determination of basic wage-

rates are usually highly controversial,

and suggest that there is little to in-

fluence the result save the respective

power of the two parties immediately
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concerned. There are, to be sure,

moments when the human animal

wearies of conflict, and improvises a

machinery which will preserve his

muscles for more fruitful exercise.

There arise arbitral courts of one kind

or another, and these courts, as in-

struments whose purpose is to avoid

battle, look about for some guide to

decision upon which the reason can

rest. Yet most successful arbitrators

are keenly aware that they are not

interpreting abstract principles of eco-

nomic justice, or applying well codified

laws to specific circumstances. They
are, in the main, engaged in the diplo-

matic and political task of following a

balance of power, and it is only within

the limits of the territory wherein all

parties concerned will consent to

abandon the appeal to battle that they

can in the long run successfully apply

their reason. This may be regrettable,

but it is inevitable in a state of society

where economic forces are constantly

in flux and moral judgments concern-

ing them are not universally held. A
criminal judge is on sure groimd when
he presides over a trial for murder,

because murder is widely held in ab-

horrence and the law concerning it is

clear. But an industrial judge who is

trying to decide whether wages shall

be reduced 10 per cent or 3 per cent

has no such certainty. Without a

fairly well defined balance of economic

power, no arbitrator has any assurance

of the limits within which his judg-

ment may operate.

The progress toward basic principles

in wage determination is therefore not

a sudden leap to a complete set of

scientific laws or a code of industrial

justice, but a gradual substitution of

the more nearly scientific for the less

scientific, of the more nearly just for

the less just. The area of possible

discrimination grows as the communal
interest receives larger emphasis than

the particular interest, and such prin-

ciples as come into use arise, as a rule,

in specific cases as a result of the evi-

dence and the arguments introduced by
one side, corrected by the evidence and
arguments introduced by the other,

and temp)ered by the arbitrator's

estimate of the needs and desires of

both and of the rest of the public. The
considerations to be advanced here

have been introduced in support of

the contentions of unions in wage dis-

putes. It is with no belief that they
are complete or final that they are now
summarized, but only in the hope that

they may assist the slow development
of science and justice.

Economic Implications of the Cost
OF Living Principle

One of the most frequently used
principles in recent wage adjustments
has been that of the alteration of wages
by reference to an index of retail

prices or "cost of living." This
principle was established during the

War when prices were rising, and is

the reflex of arguments advanced in

behalf of labor. The feeling that the

purchasing power of wages should not

decrease, especially in a period of

prosperity, could be counted upon in

most arbitrators and fair-minded em-
ployers, and it was almost universally

invoked. In making this appeal few^
union advocates had any intention offl
admitting the converse, that the pur-

chasing power of wages should not

increase, expecially when a favorable

opportunity for such increase should

be presented by a falling retail price

level. Certainly not many members M
of the rank and file understand or see

™
any justice in a reduction of money
wages simply because a government or

other statistical agency announces a

fall in prices.

Wage earners are just as likely as

others to spend the whole of their in-
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comes from week to week, and the

practical result of falling prices is a

slow and almost imperceptible rise in

the standard of living. The housewife

is spending just as much after the drop

as before; the appearance of slightly

better foods on the table, or the pur-

chase of a few long-needed household

utensils or articles of clothing is not

noted with statistical accuracy by the

family. Employers, however, were

quick to seize on the "principle" of the

cost of li\dng adjustment in demand-

ing wage reductions during the period

of depression. Such reductions were

in reality necessitated by the financial

condition of business enterprises, or, if

not necessary, were made possible by
the shift of economic power.. But the

cost of living argument presented an

aspect of mechanical justice to the

process. One employer, for example,

recently summed up the case against a

union as follows: "After everything

is said, it all comes down to this—^we

had to increase wages when the cost of

living was going up, and now that the

cost of living is going down the men
should take their medicine."

The feeling of the wage earners,

strong as it is, that such a process is

unjust, is not sufficient to convince a

neutral. This feeling may, however,

be converted into a valid argument if

we investigate the economic implica-

tions of the cost of living principle. At
any given time the wage permits the

purchase of certain articles and services

in certain amounts. Budget studies

determine roughly what these items

and quantities are. The cost of living

index is weighted according to the

importance of the various items in the

budget. If the wage is continually

raised or lowered only in direct ratio

to the changes in the cost of living

index, it is assumed that the physical

goods and services consumed by the

worker's family should remain con-

stant year after year. Such a principle

applied to the whole body of wage
earners would stabilize the per-capita

purchasing power of one of the largest

classes of the population. But, at the

same time, we assume that the physical

productivity of the nation shows an
increasing trend on account of the

progress of technique and industrial

organization, and that this increase

takes place at a more rapid rate than
the increase in population. Who, then,

would absorb the additional goods
produced, if there were no expansion
in the purchasing power of the wage
earner and his family? Either an in-

creasing difiFerential would be set up
between the standards of living of

economic classes, or else a larger part

of the population would be sustained

in non-productive occupations.

It might be argued that the increas-

ing productive power of the nation

need not be utilized for consumers'

goods, and that it may be applied

solely to a piling up of capital goods.

Such an argument is, however, a
palpable absurdity if the process

indicated is to continue for very
long. How could there be any perma-
nent inducement for the accumulation
of capital goods if the new capital were
never to be used for the production of

goods to be consumed?

Wage Inquiries under Production
Indices

These reflections open up at once
certain avenues for statistical inquiry.

What is the rate of increase in produc-

tion, and in production per capita of

the population? What share of the

product have the wage earners con-

sumed in the past? Has that share

tended to increase, to decrease, or to

remain constant?

A number of indices of physical

production have been developed and
of these, the two published by Walter
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W. Stewart of Amherst College* and
Edmund E. Day of Harvard Univer-

sity' are the most complete, although

the basic data are not yet full enough
to enable the calculation of a production

index which is wholly satisfactory.

These two indices use essentially

the same data, with the exception

that Stewart's includes transportation,

while Day's does not. Their long-term

trends are almost precisely the same,

though the secular trends due to the

business cycle vary more widely. If

we derivean index of per-capita produc-

tion from each of these indices by
dividing it by an index of population,

we discover that physical production

has increased more rapidly than the

population since 1899, the starting

point of the production indices. The
slope of the per-capita production curve

is a little under 2 per cent, and the net

rise, 1899 to 1920, is about 30 per

cent.

To investigate the wage earners'

share in the physical product is a more
difficult matter. We may begin with

the share of value produced which has

been received by the wage earners in

manufacturing industry, using the

figures of the Census of Manufactures
for our calculations. The value pro-

duced is indicated by what the census

terms "value added by manufacture."

This is the sum obtained by subtract-

ing the cost of raw materials from the

net sales. It therefore includes the

total amount available for distribution

in rent, interest, profits, salaries and
wages, and cancels out any duplica-

tion in the census figures due to the

fact that one factory may use as

materials the product of another

^ "An Index Number of Production " by Walter

W. Stewart, American B^nomie Review, March,

1921.

*"^ Index of Physical Production" by Ed-
mund E. Day, Harvard University Oimmittee

on Economic Research, 1921.

manufacturing establishment. The
percentage of this amount paid in

wages will indicate the share of manual
labor in the value-product, and the

extraction of this percentage for a
number of census years will give an
indication as to how constant labor's

share in the value-product remains.

This calculation shows that the share

of labor, from 1899 to 1914, remained
almost as constant, on the average,

as if it had been determined with

mathematical exactness by a supreme
economic authority. The percentage

of "value added by manufacture"
received by wage earners in all indus-

tries runs as follows:

1899

42

1904

42

1909

40

1914

41

Similar percentages for each of the

fourteen main industrial groups also

show a striking uniformity throughout
the period. The percentages, of course,

are widely diflFerent among the several

groups. The only groups, however,

which show changes of more than three

points in the percentage during the

fifteen-year period are leather and its

finished products, and vehicles for land

transportation, in both of which the

share of labor fell seven points. This

drop was doubtless due in both cases

to extraordinary changes in the charac-

teristics of the industry, involving the

addition of inunense capital invest-

ment and the very rapid introduction

of machine processes, which markedly
reduced the number of wage earners

necessary for a given volume of pro-

duction.

Application of the same analysis to

even smaller industrial groups, such

as rolled, forged, and other classified

iron and steel products, shows little

variation from year to year in the

percentage received by wage earners.

Most of the variation occurs in the

year 1914, when labor charges in some

(
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groups ran up to a higher percentage

than usual on account of the indus-

trial depression.

Failure of Labor to Share Increase

IN Per-capita Production

We are now ready to draw a tenta-

tive conclusion. If the per-capita

product of industry increased steadily,

and if the share of all the wage earners

in the product remained nearly con-

stant, the real wages of the individual

wage earner ought to have increased in

direct ratio to the increase in per-

capita production. It may be ob-

jected that the index of production is

an index of physical goods, whereas the

calculations as to the share of the prod-

uct received by labor are in terms of

money, which does not retain a con-

stant relation to physical goods on

account of shifting price levels. To
this objection we may answer that in

obtaining our ratio of wages to product

we used money for both terms, and
therefore any chaoige in the general

price level from time to time is canceled

out in the percentage. This answer is

valid only on one hypothesis, namely,

that throughout the period factory

prices maintained a constant ratio to

retail prices, or, to put the matter in

another way, in basing our estimate of

the share of the product received by
labor on the ratio of wages to "value

added by manufacture," we were

basing it on the assumption that the

purchasing power of a dollar in the

hands of a wage earner changes from
time to time in exactly the same way
as the purchasing power of a dollar

paid to a manufacturer for his goods.

This assumption is true only if the

curve of retail prices is approximately

the same as the curve of factory prices.

Now, studies of the actual course of

real wages made by comparing an index

of average money wages with the index

of the retail prices of food over a period

of years are familiar, and they show uni-

formlythat, if food prices may be taken
as a sample of retail prices in general,

real wages have materially decreased

since 1896. The study of Paul Douglas
in the American Economic Review of

September, 1921, for instance, proves

that according to this method of calcu-

lation, real wages have decreased over

30 per cent in the past twenty years.

This conclusion becomes all the more
startling _in the light of the above
analysis. If real wages had increased

during this period in the same percen-

tage as per-capita production increased,

they would have risen 30 per cent,

instead of falling 30 per cent. In other

words, real wages in 1918 were 85 per

cent lower than they would have been
if the tentative conclusion in the pre-

ceding paragraph were correct.

It is objected that such studies as

those of Mr. Douglas suffer from the

fact that they are based largely on
wage-rates rather than on full-time

earnings, which would include over-

time and would take account of con-

tinuity of employment. In order to

avoid this criticism, and to relate the

estimate of real wages more closely to

our previous figures, we have derived

the per-capita yearly wage from the

census figures by dividing the total

wage bill of each year by the average
number of wage earners for that year,

and have compared the index of money
wages thus calculated with the index
of retail food prices.' The result

shows that real wages, measured in this

way, fell about 10 per cent between
1899 and 1914. The conclusion is

therefore inescapable that, unless there

is some radical error in the census

figures, or unless food prices do not
accurately represent other retail prices,

' While this method is not statistically correct

for obtaining the actual money wage of the full-

time employe, it ought to be accurate enough to

establish a trend.
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the margin between factory prices and
retail prices has been rapidly increas-

ing. Wages measured in terms of

prices at the' factory have advanced,

while wages measured in terms of

prices in the retail stores have gone
down rapidly.

Modification of Wages Through a
Smoothed Productivity Index

Thus is developed an interesting bit

of evidence tending to prove a hy-

pothesis that has already been reached

in other ways. Those engaged in the

distributive process have apparently

been receiving during the past twenty
years an increasing share of the na-

tional product. They have been

exacting a larger return in goods for

every billet of steel and yard of cloth

produced. They have not only ab-

sorbed their former share of the pro-

duction of the nation, but more too.

While manufacturing industry has

been increasing its efficiency, distribu-

tive service and the national overhead

have thus suffered a loss in efficiency

of sufficient magnitude to eat up more
than the saving made in manufactiu-e.

This encroachment has been chiefly at

the expense of the wage earners.

The wage earner may argue justly

that he is not responsible for any de-

crease in distributive efficiency or for

any increase in the reward of non-

productive elements of society. He
can make a strong case for the propo-

sition that he should not at any rate

receive a smaller per-capita share of

the national product than he has re-

ceived in the past. If this share is to be

maintained, the purchasing power of

wages must be increased in direct ratio

to the increase in per-capita physical

production. This means that wages

must be modified not only by a cost of

living index, but also by a smoothed
productivity index. If such a course

were adopted, the task of resisting the

encroachments of distributive inef-

ficiency would be transferred to the

other elements engaged in production,

who are better able to bear the burden
of such a battle. Moreover, the efforts

of employers and of those who furnish

them with capital would be better

engaged in organizing the channels of

distribution than in resisting labor

unrest caused by a falling standard of

living and an unnecessarily high level

of retail prices.

This study of the relation of wages
to national productivity, elementary

and incomplete as it is, suggests fur-

ther fruitful lines of economic inquiry.

A fuller elaboration of production

indices for special industrial groups is

desirable. Perhaps a different method
of making and using price indices

would be advisable. The present

price indices have been founded largely

on the assumption that shifting price

levels are to be explained chiefly by the

quantity theory of money, and that

therefore all prices show about the

same trend in the long run. Evi-

dently this is not the case. A general

wholesale price index gives us no in-

formation, for instance, as to whether

the percentage differential between
prices at the factory and jobbers'

prices is increasing or decreasing.

Should not price indices be further

elaborated so as to indicate the toll

exacted by different stages of the

processes of production and distribu-

tion? And studies of economic waste

might be made even more fruitfully in

the area of distribution than in the

area of production.



AFTERWORD

THE writer and his critics seem to

be discussing the living-cost basis

from viewpoints of different breadth.

For the most part Professor Feis and
Dr. Drury speak, consciously or uncon-

sciously, in terms of wage adjustments

in a particular industry, in a particular

locaUty or restricted region, even in a

single plant. Dr. Drury, for instaijce,

talks about transferring to the workers

some of the 'differential profits " of the

more favored or better managed plant.

He and others also claim the possibility

of transferring some of the profits of an

entire industry to the workers by means
of wage-rate advances. Professor Feis

in particular puts forth the proposition

to limit profits to some "fair rate" by
advancing wage-rates to absorb any
excess of profits over such a rate.

Now the writer has already shown
that a wage-rate increase that is con-

fined to a single plant or to a few plants

in an industry may come at the expense

of the profits of the employers affected;

indeed that a rate advance that is gen-

eral to an entire industry may to some

extent and for a while come out of

profits, because the public in its con-

suming capacity reduces its consump-
tion of the product. Most of the

advantage so gained, however, is at the

expense of wage earners in other indus-

tries; over against the rate advance is

the loss from reduced employment;
finally, when the process of adjustment

within the industry has been completed

—the disappearance of some em-
ployers, the retardation of the growth of

the industry until the needs of the

growing population catch up with its

capacity at the higher costs and prices

—there is no reason to believe that any
of the advantage held by those workers

who remain in the industry is at the

expense of their employers' profits.

Inadequacy of Living-cost Basis in

Universal Application

The viewpoint from which the writer

discussed the living-cost basis was that

of universal application. So long as the

application is restricted to a small part

of the whole wage-earning population—
^to one plant, to one locality, even to

one or a few industries—it will be efi'ec-

tive in part at least. The narrower

the restriction the greater is the efi"ect.

However, the success of one" group of

workers in getting their wage demands
granted is the signal for other groups to

make similar demands. As the wage
adjustment extends through plant after

plant, locality after locality, industry

after industry, the advantage gained in

the earlier adjustments diminishes and
fades away. By the time the wage ad-

vance has become universal it will have
become ineffective; i.e. unless it ha^

been applied in such manner as generally

to have increased the rate of production

per man-year. In the writer's view, any
alleged principle that brings its own
defeat when carried out to its logical

conclusion is not a valid principle.

Mr. Gompers says : "We wage earn-

ers know that from time to time we
have increased our home comforts by
forcing a more equitable distribution of

incomes. " Certainly they have

—

those

that obtained the increases. This would
be the case whether the rate advance
they forced came in the vanguard of

the rate movement, in which case the

afiected workers fared better forawhile,

partly at the expense oftheiremployers,

mainly at the expense of the remaining

mass of workers; or in the rearguard

to relieve the deprivation to which
those who preceded them in the move-
ment had subjected them. The pre-

ceding sentence assumes, merely for
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sake of the argument, that before the

rate movement commenced, the rates

of all workers were justly proportioned

one to another; also that the rate

advances were rate advances only, i.e.

were not accompanied by increased

productivity. We have elsewhere inti-

mated that some groups of workers may
be underpaid as compared with other

groups. Furthermore, we recognize

that selecting one group of low-paid,

under-nourished workers and delib-

erately over-paying them may have the

effect of increasing their productivity.

We insist, however, that if and when-

ever we decide to do this, all parties

should know precisely what is being

attempted.

Rate Increases a Matter of Pro-
portion

It should be distinctly recognized

that the general rate increases the

writer is discussing are 'proportionate

increases. We are considering wage
adjustments in response to changes in

living cost. If there should, as a mat-

ter of principle, be any such adjust-

ments, the rate advance that should

follow a 10 per cent advance in living

cost should be a 10 per cent advance,

not a flat five-dollar-a-week advance.

Professor FeLs proposes either the latter

or a compromise between the two.

The only logical justification of this

course is that the lower-paid workers

are underpaid as compared with the

higher-paid workers. But if this is

true, surely the proper coiu-se of action

is to correct the inequitable propor-

tions, irrespective of whether there has

been a change in the cost of living.

The basis of such a correction must be

a relative valuation of the varums kinds of

work, i.e. "relative rating."

The writer has been represented as

making certain assumptions: that com-

petition works perfectly; that a imiform

wage-rate exists for all plants; that in-

dustrial motives are unchanging; that

all price advances are caused by wage-
rate increases; that the marginal pro-

ductivity theory as applied to labor and
to industrial establishments is valid as

traditionally expounded in texts on
economics. The writer has made no
such assumptions. His understanding

of the laws that govern the division of

the product of industry is about seven

degrees removed from the marginal

productivity theory as traditionally

expounded. He knows from actual

observation that competition is neither

universal nor guided by full informa-

tion; that there are many plants whose
management is so inefficient that they
survive only by reimbursing themselves

for the wastes of mismanagement out of

the wage-rates of their employes. He
would feel no compunction about elimi-

nating these by adjustingthe wage-rates

of their employes to proper relation-

ship to other wage-rates and eventually

transferring their business and their

employes to their more efficiently man-
aged competitors. However, relative

rating, not living cost, is the proper

basis on which to do this. Nor can he
see Dr. Drury's consistency in wishing,

at one point, to level up rates, by elevat-

ing those of these exploited workers in

his "marginal plants," and, at another

point, to make them diverge again, by
raising rates in the more favored or

better managed plants in order to

appropriate for the workers a part of

the "differential profits,"

Nor does the writer assume that all

price advances are caused by wage-
rate advances. He does assume, how-
ever, that general price advances or

recessions do not come without cause,

and that whatever the cause—inflation

of the currency, decreased productivity

of industry such as occurred during the

disorganization prevailing in the war
period, population increase outstrip-

ping the improvement of the productive
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arts and the accumulation of capital

—

that cause is operating just as effec-

tively after an arbitrary wage advance

as before.

He does not assume that industrial

motives do not change. However, he

sees no reason to believe that the

motives that actuate the profit pur-

suer, the landowner or the vsaver are

made any weaker or any stronger by a

mere wage-rate increase or decrease.

If one could grasp the idea that, under

our more-or-less-competitive-private-

initiative -profit -motivated-individual-

freedom form of industrial organiza-

tion, the proportions in which the

product of industry is divided among
the various factor-persons are the ever-

changing resultant of a very intricate

clash of human wills—comimodity com-
peting with commodity in the mind of

each consumer, producer competing
with producer in selling, employer
competing with employer for labor,

worker competing with worker for em-
ployment, consumer competing with

consumer in the purchase of commodi-
ties, and so on—he should easily com-
prehend that no mere general propor-

tionate wage-rate advance or recession

that employers would not have granted

or exacted in any event, is going to have
more than a passing influence upon
theSe distributive proportions. Pro-

fessor Feis and Dr, Drury can improve
the well-being of restricted groups of

workers for a while by restricting the

area of their operations. However,
when it comes to general application,

Professor Feis' proposition to limit

profits to some "fair rate" by means of

wage-rate advances unaccompanied by

price control, reminds the writer of the

Scandinavian God Thor's attempt to

drain a certain goblet at one draught,

only to discover when exhaustion of his

capacity compelled him to desist that

the bottom of the goblet was secretly

connected with the ocean.

Determination of Normal Propor-
tions AS Guides in Wage Disputes

Professor Carver contents himself

with stating a principle,which is our old

friend, the law of supply and demand.
We have stated that "the final test

of the relative accuracy of any system

of wage-rates is their relative power
of attracting and holding workers

in the proportions in which they are

wanted." Disputes do arise, however,

and cases do come before wage boards

or arbitrators for decision. In such

cases the law of supply and demand is

not very helpful to the adjudicator.

We have assumed that amid all the

varying market proportions there is a

set of normal proportions among the

wage-rates for the various grades of

work and that it would be helpful not

only to adjudicators but to plant man-
agers, to the general public and to all

concerned, if these normal proportions

were determined, or at least closely

approximated, and used as a guide to

decisions.

The only employer who contributed

a discussion, which even he afterwards

withdrew, while agreeing with the

writer's position concerning the living-

cost basis, thinks that the suggested

procedure for relative rating "out-

Taylors Taylor" in the matter of detail

of scientific study; that the work
involved would be endless, that it

would be ineffective, anyway, unless

agreed upon and lived up to by em-
ployers and employes, a stipulation

which he considers to be hopeless, and
that, after all, the proposition contains

nothing new. However, the union scale

and other scales of which he speaks

are not based on carefully determined

performance standards, which are an
indispensable element in any relative

rating that is worthy of the name. If

the proposition were to establish a gov-

ernmental commission to make com-
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prehensive, detailed scientific studies,

establish relative valuations of the

myriads of operations and rigorously

apply them throughout industry, we
should agree that such a course is en-

tirely impractical, particularly at the

present stage of development.

The -wTiter's purpose is two-fold; viz

:

(1) to show the fallacy and unsatisfac-

toriness of the living-cost basis and to

substitute another basis and procedure

in the minds of all parties to wage dis-

putes, especially in the mind of the

arbitrator, however rough the applica-

tion may have to be at this juncture;

(2) to set up a goal toward which fu-

ture development may consciously

progress. The great bulk of the study

is not going to be done by any govern-

mental agency, but within individual

plants in each of the various industries.

A few enlightened employers have
already been applying the idea for some
time with mutual satisfaction to them-
selves and their employes. They find it

an advantageous substitute for the hap-

hazard trial-and-error method of ap-

plying the law of demand and supply.

Their numbers will increase. When
sufficient progress has thus been made
within plants in each of the various

industries, it will then be feasible to

bring the results together in inter-

industry relative rating. There is,

however, the important need of stand-

ardizing the procedure and methods
of investigation and rating so that the

results can be brought together.

Mr. Portenar, who follows a print-

ing trade, says: "If the results of your

'relative rating' and the union scale

coincide closely, there will not be any
trouble at that moment. K you let us

in on the making of it, it will lubricate

the process." When we look through

this more or less competition-restrained

profit-motivated private initiative,

which is merely the external form of

our industrial organization, to the

underlying real purpose of it, which is

the maximum economic well-being, not

of any one person, class or group, but
of all, we cannot see that the workers'

right to be "let in on the making" can
validly be denied.

Valid Judgment Based on Produc-
tivity AND Normal Relationship

We recognize that employers who
wish to build up their work forces more
rapidly than the growth of the popula-

tion and displacement of workers else-

where will permit, are going to exceed

any scale rates that may be agreed

upon. However, it is not likely that

we should have anything like the range

of variation of rates within the same
occupation or grade of work that we
now have. We assume that groups of

workers will continue to "surge against

their wage-rate";' we hope, at least,

that each individual will persistently

surge against his wage-rate and con-

tinuously prepare himself to render

service of higher and higher value.

However, when groups "surge," the

general pubUc needs a means of validly

judging the merits of the surge. So
does the arbitrator of wage disputes.

We hold that the effective issue is

whether the particular wage-rates de-

manded substantially restore the nor-

mal relationship with the general mass
of other wage-rates.

Finally, when all parties come to

recognize that, practically, the wage
question is a question, first, of the

productivity of industry, second, of

proportion between the incomes of

different groups of workers and not

of division between workers and em-
ployers, we believe that such recogni-

tion will make for greater stability of

industry and for better cooperation of

employes with employers to increase the

productivity of industry and provide

more to divide.
—

^T. W. Mitchell. 1
^ Cf. Article by H. B. Dniry in this volume.



Unemployment and Its Alleviation

By B. Seebohm Rowntree
President, Rowntree and Company, York, England

PERHAPS there is no subject

which demands the consideration

of serious men and women today so

urgently as that of unemployment.
It is, indeed, a huge world tragedy.

In all industrialized countries there

are, at present, probably more unem-
ployed people than there have ever

been before at any given time. Human
civilization is passing through a crisis,

the severity of which is already leading

to a complete change of attitude on the

part of those who have been inclined

to view "the unemployed problem"
with indifference, if not to accept it as

something which, like bad weather,

may be objectionable but is completely

beyond our control. Unemployment
is not a meteorological problem. It is

a human problem, to be solved by
hiunan beings, a problem so imperative

that one is astounded to find that even
working men often regard it with a
kind of gloomy fatalism. Let us hope
that the suffering and suspense which

Ip we see all around us today may shake

the most apathetic of us out of our cool

acquiescence.

I will begin by stating my profound
conviction that unemployment is a
soluble problem, an evil which can be
remedied. There are social evils which,

throughout the centuries, h^ve baffled

human intelligence. They are due to

, fundamental and very complicated,

I causes, and the wisest men may differ

as to the direction in which the remedy
should be sought. But it is not so

with unemployment. Our resources

of wit and wisdom, of economic and
industrial knowledge and experience,

are sufficient to cope with this evil, if

we will only use them. I do not say

that as yet civilization can completely

dispense with unemployment. But
we can change its character in two
ways. We can so reduce its volume
that it represents merely the body of

workers who, at any given time, are

held in reserve by industry for stra-

tegical reasons. And we can rob it,

when it exists, of all its power to inflict

any serious injury on either the indi-

vidual or the community.

No Single Panacea for Ills of
Unemployment

I should like to indicate some of the

roads by which we must travel, if we
are to attain this end. Mark, I do
not speak of "the road." There is no
single panacea for healing all the ills

which we call to mind when we speak

of unemployment. I agree with Rabe-
lais, who said, "Beware of men who
peer out of one hole—^they are rab-

bits!" And I should profoundly

distrust anyone who wished to patent

some single method of solving the

problem before us. We must approach

it from many directions, and employ
many partial remedies. It is, if you
will, a giant evil, and we are Lillipu-

tians; and yet—^how soon the Lillipu-

tians had Gulliver boimd hand and
foot, when once they worked together.

If only we grasped, today, the practical

import of Swift's old fable, all would be

well.

My subject falls under two headings.

These are the reduction of the volume
of unemployment, and the mitigation

of the hardship, suffering and demoral-

ization arising out of whatever unem-
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ployment it is impossible to avoid. I

will take these in sequence, merely

saying at the outset that I am not

proposing to deal with the abnormal
situation that the War has created,

and which still demands the use of

many emergency methods.

The Reduction op the Volume
OP Unemployment

First of all, we must try to find out

the magnitude of the problem, and here

we are faced by the fact that there are

no reliable and complete unemploy-
ment statistics over a number of years

for any single country. Thus, we can-

not so compare different countries as

to generalize as to the causes of unem-
ployment with certainty and precision.

To my mind, the Labor Department
of the League of Nations can under-

take scarcely any activity more useful

than the compilation of reliable sta-

tistics in this connection. That, of

course, would involve initial agreement
upon some definition of unemployment.
What is it? What is its relation to

short-time? If fifty men are working
half-time, they are only doing the

work which could be done by twenty-

five men: and it is difficult to know
whether to call them employed or

unemployed. But we may here,

perhaps, without concerning ourselves

with borderline cases or with the

individual who is waiting for some job

particularly adapted to his desires and
will not work till he gets it, define an
unemployed p)erson as "one who is

seeking work for wages, but unable to

find any suited to his capacities and
under conditions which are reasonable,

judged by local standards."

Necessity for Complete
Unemployment Statistics

Now, as I said, there is a very great

lack, of precise information with regard

to unemployment taken in this broad

sense. The lack is greater in America
than in England, but the advantage of

the latter country may be called acci-

dental, arising mainly from the fact

that England has a system of national

unemployment insurance, and anyone

who wishes to take advantage of it

must register himself as unemployed.

Again, the British Trade Union Sta-

tistics furnish some help in this matter.

Between 1888 and 1913 unemployment
varied in Great Britain, in the trade

unions which made returns, between

2.1 per cent in 1889 and 7.7 per cent

in 1913. To what extent those per-

centages were typical of the whole

industrial population we cannot pre-

cisely tell; but we are justified in

believing that, apart from the unpre-

cedented conditions arising out of the

War, the average proportion of un-

employed workers can be stated roughly

as about 5 per cent. In other words,

in Great Britain, taking the average of

good and bad years, but ignoring the

quite exceptional circumstances due to

the War, five workers are unemployed
for every ninety-five who are employed.

There is no reason to believe that in

other industrial countries such as the

United States, France, Italy and Ger-

many the percentage of unemployment
is substantially different, although in

Belgium it is somewhat lower, for

reasons which I will presently state.

Correlation of Government and
Municipal Orders with State
OF Labor Market

Now, when we have some rough

notion as to the amount of unemploy-

ment, the first step towards its reduc-

tion will be, I think, to allocate the

orders for government and municipal

services and goods in accordance with

the state of the labor market—retard-

ing them when trade is booming, and

placing them when it is depressed.

It has been authoritatively estimated
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that orders for work involving the

payment of wages to the extent of

about 250 million dollars a year

could thus be given out or held back in

Great Britain in accordance with the

state of trade. Such a policy, if

adopted, would help materially to

even out the curve of unemployment.
Suppose trade cycles covered ten years,

and that every ten years witnessed a

period of acute depression. K, in the

previous nine years, orders had been

held back for necessary post-offices,

harbors, government buildings, etc.,

there would be a huge surplus with

which to meet the time of stress.

Joseph solved the problem of fat years

and lean years in Egypt long ago!

Then, of course, additional work
might be undertaken at such a time,

work which, if not absolutely necessary,

is eminently desirable, such as afforest-

ation or the reclamation of waste land.

Again, parks and gardens might be
laid out, or buildings put up, the erec-

tion of which, though hardly to be
justified by normal economic considera-

tions, is all to the good. The latter

items, perhaps, are not very important,

but we must consider even small contri-

butions to the solving of om* problem.

Irrelevance of Protectionist
Theory

On the subject of the political ar-

rangements which a country adopts,

I need say only a few words. As you
know, many people tell us: "The
reason why men in America or England
are unemployed is that they allow

foreigners to steal their jobs. If you
want to reduce unemployment, you
must close your ports by high import
duties, and prevent foreign goods from
coming into your country."

I have only one criticism to offer of

this counsel. It is that whatever
records are available on the subject of

unemployment seem to show that there

is no difference in this respect between
countries which are Protectionist and
countries which are Free Trade!

Regulation of the Labor
Market

The third method of reducing the

volume of unemployment is the regula-

tion of the labor market. In Britain,

we have a system of Employment
Exchanges, at which anyone who
wants work can register free. The
cost of these Exchanges is met by the

government. A man registers at one

of them giving his qualifications, as

e.g. carpenter, and stating that he
wants work. Meanwhile, there are

numbers of local employers who notify

the Exchange if they want men. The
official at the Exchange, if an employer

has "ordered," so to speak, a carpenter,

can simply send this applicant. But
if there are no local vacancies for

workers of his class, the Exchange
official gets in touch with Employment
Exchanges in other cities. Possibly in

another center there may be an opening

for carpenters. This system extends all

over Britain, and has certainly helped

to render labor more mobile, and to

bring the man and the job together.

Suppose there were such an Exchange
in Philadelphia, and an optical in-

strument maker went to it and regis-

tered. The official might say: "No,
we've nothing for you in Philadelphia."

But a circular letter containing the

man's qualifications, would immedi-
ately go out to all other Employment
Exchanges within a given area. Of
course, Britain is so small that we can

take in the whole of it as one given

area, but one area might include Phila-

delphia and New York; and quite

probably, the next morning that official

would have a telephone message, or a

letter, telling him that an optical in-

strument maker was wanted in New
York.
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Now this method, by rendering

labor more fluid, lessons the number
of labor reserves. We may take an
illustration from the dock laborers.

Suppose there are ten separate docks,

each of them busy on some days and
idle on other days, and each of them
keeping round its gates a suflScient

supply of workers to meet the rush on
busy days. These workers become
attached to that particular dock, even

if the work they get is ejctremely in-

termittent. They hang round on the

chance of a job, as do the other groups

of workers attached to the other nine

docks. This means ten distinct re-

-serves of labor. An Employment
Exchange would merge these ten re-

serves into one, simultaneously reduc-

ing the bulk of each, since all ten docks

would never be especially busy on the

same day. In other words, the common
reserve would be much smaller than
the simi of ten separate reserves. The
result would be that the workers re-

tained would seciu"e work that was
much more regular, although it involved

going first to one dock and then to

another, while the workers crowded out

would give up hanging about the dock
gates, and gradually become absorbed

in some other department of the labor

market.

Tbansit Facilities, Belgium's
Solution

Another method of reducing the

volume of unemployment has uncon-

sciously been adopted in Belgium. In

Belgium, facilities for cheap and rapid

transit have been developed more ex-

tensively than in any other country in

the world. It has a larger mileage of

heavy and light railway per square

mile of its territory than any other

country, and workmen's tickets can be

bought very cheaply indeed. The
result is that men can work in the town
and live in the country, and in 1911,

when I investigated the matter, I

found that 56 per cent of the working
men in Belgium actually did so, though
only 23 per cent were primarily engaged
in agriculture. All those who lived in

the country, however, had gardens,

which practically furnished them with

a kind of reserve trade. A Belgian,

so circumstanced, when he cannot

find work in town, spends the time on
his land, doing the heavy work there,

so that when industry once again

claims him, his wife and children may
have only the lighter work to do.

Many Belgians, again, keep hens, or

pigs, or rabbits. A man can slip up to

town early, see if there is a prospect of

employment, and, if there is not, come
straight back to his garden. This is

done by the longshoremen of Antwerp,
85 per cent of whom live in the country.

And if trade depression lasts long, the

family is not left altogether without

work or without resources. They may
have to live hardly, but they can
manage to live.

Mitigation of the Hardships
OF Unemployment

I come now to my second heading.

We have considered some of the

methods by which imemployment can

be reduced. But there seems little

doubt that whatever ste{)s are taken

in this direction, there will still remain,

at any given time, a proportion of men
for whom work cannot be found. Such
a margin, at present, and possibly under
any conceivable system, is necessary

for the proper functioning of industry,

which otherwise would tend to become
static, merely by its inability to call

up a fresh reserve in case of contin-

gencies. Industry really needs to have

extra workers available, just as we
need in our daily life to have a few

extra dollars to meet some additional

expense or emergency.

But if industrial progress and pros-
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perity demand the presence of this But that is far from being the case,

human reserve, it seems to me logically Rather, our scheme of insurance, in-

inevitable that industry ought to main- adequate as it is, has, in my opinion,

tain it. In the first place, to do so is an saved us from something like a revolu-

ordinary business precaution. We do tion, and at the least from very serious

not neglect valuable machinery if for a civil riots. It must be borne in mind
few days or weeks it happens to be that there is nothing intrinsically

idle. We know that we shall need it demoralizing in unemployment in-

again, and we keep it in good condition, surance. Its reactions largely depend
Surely we owe as much to the man on the nature of the scheme. In Eng-
behind the machine! In the second land, insurance benefits do not drop

place, we owe a decent maintenance to down from the skies for every lazy

the unemployed worker as his right, workman. The method is one of

Under the existing system, the capi- mutual insurance, to which the work-

talist practically asks the worker to co-" man, every week when he is in work,

operate with him in an industrial under- pays 14 cents, and the employer pays

taking. He guarantees the latter's 16 cents. When the man is out of

wages so long as the undertaking work, he gets about $3.60 a week.^ It

continues, but he claims the whole of is no more demoralizing to receive it

any profits left over because, as he than it is to receive a pension paid for

asserts, he is "taking all the risks." in part by oneself and in part by one's

Now one of the gravest risks in in- employer,

dustry is unemployment in times of ^ ^ ^
trade depression. If this risk is borne

Economic Loss Through the

entirely by the worker, the capitalist
Me^^c^ of Unemployment

is clearly not fulfilling his part of the What is demoralizing, what is dan-

bargain, gerous, is a state of things in which

this terrible menace of unemployment
A Plea for Unemployment

j^ constantly hanging, like a black
Insurance

cloud, over the worker's life—in which

I know that in some quarters there he is completely at the mercy of fluc-

is a strong feeling against unemploy- tuations in trade over which he has no

ment insurance. I believe that feeling shadow of control. They may, indeed,

is based upon unsound beliefs and be owing to some seasonal calamity at

arguments. It is frequently asserted the other side of the world, which is

in America that unemployment in- beyond human control altogether. No
surance has been a failure in England, matter how capable, how honest, or

' The weekly contributions made by the workers and the employers, as well as the benefits to the

unemployed, have recently been increased and now stand as follows:

Contributions:

Men Women Boys Girls

(16 to 18) (16 to 18)

Workers 18c. 14c. 9c. 8c.

Employers 20c. 16c. 10c. 9c.

Weekly Benefits:

Men $3.60, plus $1 .20 for a dependent wife, and 24c. for each

dependent child under 14.

Women $2.88

Boys $1.80

Girls $1.44
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how industrious the individual may be,

he cannot escape from this black cloud.

We may say: "He can live on his

savings when unemployment comes."
But the evil may come perhaps in

early middle life, when the expenses

of his household are at the maximum,
and he has been unable to save. If on
the other hand, it comes later, a period

of unemployment will soon eat up the

small provision he has made against

old age. This is not fair.

It is sometimes said that many
working men "will not give a full day's

work." Now, I put this question to

you. If you were a bricklayer with a
wife and family, and it was winter time,

and you knew that when the job on
which you were engaged was finished

you had little hope of another—would
you work at top speed.'' Or would you
dawdle and slack, and make excuses,

and try to "nurse the job?" You
would " niu'se" it, if you were human,
and so would I. What is more, I

would recommend my "mates" to do
the same!

Now we can dissipate the black

cloud of anxiety from the working

man's horizon if we take a little trouble

and use a little common sense. Let me
remind you that taking the average

over a number of normal years, there

are ninety-five workers employed to five

unemployed. What does this mean?
Simply that an addition of 5 per cent to

the wage bill would suffice to pay each

unemployed worker his full wages
during unemployment. Therefore, the

financial difficulty is not insuperable.

I am not for a moment suggesting that

the above course should be pursued.

Human nature is not yet so far evolved

that it would be wise to pay a man the

same wage when he is not working as

when he is working. At the same time,

he should be paid sufficient to secure

him and his family against serious

privation or hardship.

A Practical Scheme of
Unemployment Insurance

To come to what I consider practical

politics, I will very briefly outline a
scheme for unemployment insurance

drawn up by an unofficial committee
of employers, economists and labor

men which met many times in London
and of which I was a member.. We
suggested that under this scheme every
unemployed worker should receive, for

a maximum period of twenty-six weeks
in any one year, half of his average

earnings when at work. A married

man should receive in addition 10 per

cent of such earnings for a dependent
wife, and 5 per cent for each dependent
child under 16, with a maximum of 75

per cent of his average earnings. Cal-

culations showed that the cost of

providing these benefits in Britain for

5 per cent of the workers (the figure

taken as the proportion of unemployed
persons over a number of years) would
amount to about 282 million dollars

per annum or 4 per cent of the wage
bill.

The question
—"Who will pay the

premiums?"—was discussed a long

while by the committee before, in true

English fashion, we decided on a com-
promise, and proposed that the cost of

the scheme should be borne jointly, as

at present, by the State, the worker
and the employer. Briefly, the plan

was this:

1. Premiums equal to 2^ per cent

of the wage bill (or 185 million dollars)

would be paid by the employers.

2. Premiums of a little under 1 cent

on every dollar of their earnings (equal

to 75 million dollars) would be paid by
the workers.

3. Twenty-two million dollars a year

would be paid by the State, which

would also bear the cost of adminis-

tration. This 22 millions was the sum
already being paid by the State for
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unemployment insm'ance when the

scheme was worked out.

Successful Experiment Under the
Scheme

We hoped that the government

would see fit to introduce this scheme,

leaving industries free to contract out

of it if they could guarantee equal or

better benefits. This hope has not yet

been realized, but my own firm came to

the conclusion that, while waiting for

the government, we ourselves could do
something, so we introduced a similar

scheme in our own factory in York.

We set aside 1 per cent on our wage
bill (in addition, of course, to the con-

tributions we make under the National

Insurance Act) and we undertook to

continue to set this aside till the sum
amounted to 5 per cent of the wage
bill, after which our contributions

would be altered to the sum necessary

to maintain the fund at 5 per cent of

the wage bill, with a maximum liability

in any one year of 1 per cent of the

wages. The majority of our employes

belong to a trade union which, for a

payment of 4c a week, allows them
$1 .40 weekly when imemployed. Thus,

when the scheme was inaugurated, an
unemployed man already got $5

($3.60 from the state and $1.40 from
his imion), and an unemployed woman
got $4.32 ($2.88 from the state and
$1.44 from the union). We calculated

that a premium of 1 per cent on the

wage bill would be sufficient to bring

the benefits up to those mentioned in

the scheme above described

—

i.e. half

the average earnings,withan additional

10 per cent for a dependent wife and
5 per cent for each dependent child, up
to a maximum of 75 per cent of the

average earnings.

One important condition in our

scheme is that though we guarantee to

pay an agreed premium, we do not

guarantee the benefits, which, if the

scheme were abused, might have to be

reduced or even temporarily suspended.

It is obviously in the interest of the

employed workers who feel that they

themselves may one day be in need of

benefit, to guard against any con-

tingency that might unduly deplete

the fund. Its administration is in the

hands of the workers, who can there-

fore take whatever steps they consider

necessary to check abuse.

I may add that the match industry

in great Britain has recently adopted

a similar scheme.

Now, while I am deeply desirous of

seeing a system of national insurance

against unemployment, with really

adequate benefits, established in every

industrialized country, and while I

hope that the League of Nations and
all individual governments will devote

thought and energy to this most im-

portant matter, I am anxious to

recommend individual employers to

introduce some measure of insurance

in their own factories. Some may say

that they cannot afford it. But purely

from a business point of view, I believe

that it pays to give the workers com-
parative security. How can we expect

them, without it, to work faithfully

and to "put their heart" into what
they are doing?

Unemployment Insurance not
Demoralizing in Effect

I have heard it argued that a scheme

of unemployment insurance will make
men object to taking lower wages when
trade is depressed. But does anyone

really want to force men's wages down
by the threat of sheer starvation? Can
we not enter into such relations with

our workers as will enable us to lower

wages peaceably, when that is neces-

sary ? We had no difficulty in England,

at our own factory. When we were

forced to lower wages, we simply

discussed the whole question with the
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union leaders round a table, and we
decided mutually that it was a case for

reduction. There was never an angry-

word, never an angry thought. Our
unemplojTnent scheme made the mat-

ter easier, not more difficult.

Nor does it demoralize the workers.

We had an ugly, dirty job to offer the

other day in the factory. Some men
who were getting $15.60 a week un-

employment benefit said: "Give us a

chance at that job, if necessary at the

sum we are getting now. We want to

work!" The working man is no more
naturally lazy than we are ourselves.

We all like a holiday, but we are soon

tired of it, and we want to get back
into harness.

In conclusion, the evils of unemploy-

ment are such as no civilized com-

munity should tolerate. They sap the

health and the vitality of millions of

human beings, and they are unneces-

sary evils. For a weekly contribution

of a few cents from each worker, and a

tax of about 3 per cent on the wage
bill, industry can sweep away these

evils. I beg of you not only to find out

and adopt every possible measure for

reducing the volume of unemployment,
but to introduce, without delay, a

wisely considered scheme of unemploy-

ment insurance. If you cannot get a

whole state, or a whole industry, to

move, do your utmost in your own
factories! It is a duty you owe to

the workers who are your fellow

citizens. It is a duty you owe to your
selves. It is a duty you owe to the

country.

Regularization of Industry Against Unemployment
By Henry S. Dennison

President, Dennison Manufacturing Company, Framingham, Massachusetts

IN discussing the question of unem-
ployment, Mr. Rowntree has said^

that the most important thing is to

provide for its removal, but added that,

as it can never be entirely removed, a
proper scheme of unemployment in-

surance is desirable.

In this connection I want to empha-
size two points : In the first place, do not

forget how successful is the faculty of

the human mind to find reason for the

things it wants and against the things

it does not want; we must therefore

discount the opinion in the minds of

some American business men that Eng-
land is ruined by its unemployment
insurance. I do not know whether

unemployment insurance is the best

thing or not. I am inclined to think

it is an important piece of social ma-
chinery. At any rate we should not

be too-frightened to talk it over,

^8ee page 95.

In the second place, we must re-

member in considering any such vital

piece of social machinery that it affects

the whole social structure. Our fire

hazard today is not what it was before

the mutual fire insurance companies

began to do business; it is very much
lower. Our accident situation is dif-

ferent since we have had compensation

policies; and if one would put in unem-
ployment insurance, he must realize

that the situation as it is today will not

remain the same. With any sort of

wise plan of insurance the rate of un-

employment will be made better be-

cause it will be to the interest of man-
agement to make it better.

Our company has taken the plunge

into unemployment insurance, and we
found the water was not as cold as we
thought it would be. I should like to

see the next experiment in this country

an attempt at mutual insurance against
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unemployment. I should like to see

the rate vary with the regularity of

employment in the industry. The
mutual fire insurance companies stick

you if you have a dangerous risk and I

should like to see such an arrangement

worked out in unemployment insur-

ance.

There are two kinds of problems

that we must face in the matter of the

regularization of industry. One kind

arises from irregular employment due

to seasons and the other from irregular

employment due to cycles. I strongly

urge that you keep these two separate

in your minds.

Regularization of Cyclical
Unemployment

As to irregularemployment due to the

cycles which occur approximately once

in seven to ten years, with minor cycles

about every three years, preventive

work must be done in normal times and
more particularly in prosperous times.

The job of regularization against busi-

ness depression is a job which takes

active form just before we get too

drunk on prosperity. When business

is recovering from a depression and the

curve comes up and crosses the line

which might represent a normal in-

crease, profits are increasing at a rapid

rate, and we have an optimistic ten-

dency to continue that line indefinitely

into the future, thinking we shall

always go on at that rate. There is at

this time a very strong temptation to

over-expansion, and it is at this point

that the business man ought to bring

to a focus his best attention. We feel

too good. We ought to take a careful

account of stock and look into the fu-

i ture; but let me urge also that we
should look into the past and tabulate

the curve, the track of our sales over as

long a period of years as we can.

Most of us have been through three

or four periods of depression and what

have we learned from them? We have
learned little or nothing, because, as

Mr. Cooke has said, the practical appli-

cation of what we have learned must
each time be postponed for a period of

two years, or more. This time we
must not forget, because we have
learned that the inability to employ
ready, able and willing workers is an

unanswerable indictment against our

present social system. We need have
little fear as to some of the other in-

dictments often brought against our

social system, but it is mighty difficult

to answer the indictment that an
industrial system which boasts that it

gives every man a chance to get ahead

fails every few years to meet the most
fundamental needs of its workers.

The world is now in need of all sorts of

goods, yet we cannot offer men jobs

making these goods.

In prosperous periods we must pre-

pare for depression. In our company
we have drawn many curves of our past

experiences and we pay close attention

to the economic bureaus which give

curves condensing the vital statistics of

the present situation. In this way we
were able to make the estimates, very

simply and without any particular

genius, that allowed us in January,

1920, when everything was overselling

sixty per cent, to make adequate prep-

aration for the depression which struck

us in November. It was not difficult,

because we had men in our Research

Department whose duties were to

study, watch closely and figure where

we were in the business cycle. Every-

body was skating on thin ice and the

ice broke, and there was quite a crash

in several places. Out at Akron,

Ohio, there was general commotion
and shoes and textiles were materially

affected. Yet I know business men
who were buying their year's supplies

in August and September, 1920, at

high prices when four major industries
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had already slumped. It is not diffi-

cult to keep in the course if one studies

the present as growing out of the past

and does not just look at the increase

in present figures over past percentages

and say, "Isn't that fine?"

We study the cycle with reference to

the work of several of our departments.

This does not mean that we always get

it right. We do not know exactly when
changes are coming and do not much
care within a few months. Of the

great group of commodities which con-

stitute more than half our purchases

we buy to have smaller quantities on
hand when prices are well above a

normal line. We purchase to larger

stock standards when the price of any
commodity is below its normal hne.

During war-times the normal lines go to

pieces, but war-times are exceptional.

Most of the time those lines are fairly

easy to determine. When prices go
much above that line, we buy from
hand to mouth; when below, we buy
more generously. We cannot help win-

ning in the long run on this policy.

Our advertising is managed on a similar
basis. The advertising appropriations

are made on a five-year basis and the

manager is supposed to reserve his

advertising appropriation in good times

and blow himself in hard times. This
is the principle applied in every de-

partment of our organization.

Regularization op Seasonal
Unemployment

Regulation of seasonal unemploy-
ment requires the use of plans which
will vary somewhat, according to the

industries to which they are to be
applied. In our case, we first got our

sales department to get its orders for

seasonal goods just as much in ad-

vance as possible. We have been sur-

prised to discover how successful they

have been. We used to think that

jewelers would not order their Christ-

maa stocks until May, but we have
found they are glad to order in January,
just after cleaning up after the rush.

Seasonal orders can be obtained well

ahead in many other lines also.

In the second place, we increase the
proportion of non-seasonal orders,

especially long-delivery items, so that

we can work them in during the idle

times, and we plan our inter-depart-

mental needs well in advance. Where
formerly we let the departments order

goods as they liked, now we fit their

orders into our other work. For
instance, boxes for the sealing wax
department are made during the slack

periods of the jewelry.trade.

In the third place, we build up out-

of-season items and vary or add to our
lines so as to prevent lay-oflPs. In the

box business the die printers were idle

for a certain period each year; so we
added die-printed Christmas cards,

which are made for the following

Christmas during the idle period.

In the fourth place, we do all we can
to train our workers for more than one
job, and this plan has yielded very
satisfactory results. It has given

greater flexibility to factory control

and stimulated the interest of the

workers as well.

I have barely outlined our plans as

it would not be possible to go into de-

tail, but I assure you that there is much
detail involved in such a program.

Much time and patience are required

before results are evident, but we have
been so far successful that for some
years we have run at virtually even
production throughout the year, and
when the curve of the present de-

pression touched its lowest point, we
were able to maintain ninety-six per

cent of our normal operation.

I urge you employers to take the

unemployment problem as up to you!

Don't figure on letting^George do it;

it's better to help Herbert do it ! Don't
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figure that the cure for unemployment
is the repeal of the Adamson Law, or

that the cure is something somebody
else can do. It might be, but if it does

not happen to be, you have left your-

self out in the cold; none of us does

his share unless he figures that share

to be a little bigger than it really

is. The job is up to us! There is

much the government can do; there is

much the financial group can do; but

the greatest share of the job is om-s and
if we are going to call ourselves mana-
gers, let's put mind and soul to this big

task of solving one of the most pressing

and vital problems of every industry.

The present condition of unem-
ployment is so serious and is such an
indictment against the social system
that I earnestly urge you to remember
for the next two years, during which
the real preventive work must be done,

that it is up to you—up to every one of

us—^to take effective measures so that

the next depression will not find us so

ill-prepared, will not find us having

learned so little from all the depressions

that have occurred in the past.

The Russian Famine Region

By Vernon Kellogg
Special Investigator for the American Relief Administration in Russia

ONE can judge of the situation in

a country in which there is an
alleged famine by either one or both

of two ways. One can study in an
oflSce the figures of normal production

and consumption and compare them
with abnormal production and get a

very fair idea of what the food situa-

tion must be in the affected region.

For example, in the single province, or

government, in Russia, of Samara on
the Volga river, the annual pre-war

production of grain (wheat, rye, oats

and barley) was about 120,000,000

poods (a pood is 36 pounds); in 1920

it was 18,000,000 and in 1921, 3,000,-

000. That is just about enough to

feed all the people of this province,

if this 3,000,000 poods of grain were
equally distributed, for one and a
half months. Under such conditions

there is bound to be famine unless

some food is coining in from the out-

side.

But there is another way to estimate

the situation in a country claiming to

be suffering from hunger. That is to

see the fields and warehouses and
markets and the people themselves.

When you start from Moscow towards

the Volga river across the broad plains

to the east of the great city, you soon

become aware of the peculiar apathy
and deadness of the people at the

trains; and as you get further along,

your attention is unescapably at-

tracted by groups who are camping by
the railroad and at the railroad stations.

These are the so-called refugee camps

—

terrible sights. These are the people

who, in panic, are trying to flee from
the famine region and who have got

this far. And when you finaUy reach

the Volga itself, you will find more
refugee camps along the river—

a

broad, slow, muddy river rather like

our Colorado of the West after it

leaves the canons and gets out on the

desert. All along this river on which
move still a few heatless, lightless,

foodless boats, there are many of these

camps of men, women and children

who want to be taken away anywhere
on the boats. The people in the camps
have a certain kind of food with them.

It is their bread, black, sticky, awful,

made of bark and bits of roots and
leaves and of "clay"—really humus.
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They are living on this and some pota-

toes and cabbages.

When you analyze these groups,

you are struck by this fact : that half the

people in these refugee camps are peas-

ants and peasants' families. They are

the people who come from the sources

of food; the fields in which food is

produced, if any is produced. Almost
always in relief work the people who
have to be helped are those in the

cities, the workless working people,

the industrials who have no money to

buy food at the high famine prices.

But here in Russia, before you get into

the famine region itself, you know there

is famine by finding out that the refu-

gees are the peasants themselves, the

food producers.

The Need of the Children

It is not my intention to harass you
with stories of the dreadful things one

sees in the Russian famine region.

Just one little picture that will not

leave my eyes. The people are trying

to take special care of the children

—

hungering people always try to do this

—and so they have set up children's

homes in towns along the Volga.

Children are picked up on the streets,

orphans in fact or orphaned in effect

by being deserted by parents unable

to feed them, or they are brought

to the homes by the despairing parents.

The parents are not killing their chil-

dren and eating them, as has been

reported in some newspaper stories,

but they are giving them up. And
the children are collected in these

homes—bare, heatless buildings—^with

very little food but all that the few

brave women who are trying to take

care of them can get.

In Children's Home No. 5 in Samara
I happened to come in just at the time

for the noon meal. This.was composed
of horse meat—the farmers are killing

their farm animals which they cannot

feed—and grits. All the children were

sitting on the floor in a large bare room,

most of them with their backs to the

wall in a pitiful line about the room.

There were three cots in this room and
four children were lying on one, three

on another and three on another. Af-

ter they had eaten their meal, I said to

one of the women, "Where do they go

now?" "They stay here," she said.

"Where do they sleep?" "They sleep

here." "Do you bring in mattresses

and blankets ?" I asked. "We have no
mattresses and blankets," she replied.

"Is this all the food they have?"

And she answered, "Yes, when they

have any food at all." When I told

these women that the next day they

would have rice with sugar and milk

and white bread from America, they

broke down.

The whole situation is incredible to

those who have not seen it ; it is beyond
description by those who have. The
region affected includes at least fifteen

million people; it includes a large part

of seven great provinces of Russia and
around this central famine region there

is a region of fifteen million more in

which there is a food shortage. This

came about, in the first place, by the

devastation of six years' constant

international and civil war; in the

second, by the fatal error of the Soviet

government—I do not hesitate to

speak thus plainly, for the government

itself admits it today—of trying to

requisition the surplus production of

the peasants all over the country and

of prohibiting private trading. Hence
the peasants have had no stimulus to

produce more than just enough for

themselves. The whole agricultural

production of Russia has dropped

terribly in the last three years because

of this fatal mistake. Finally, on

top of these causes of food shortaj

came a drought so real and terribly

that there are miles and miles of fielc
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that were planted in grain in the

spring which the peasants have not

even tried to enter to harvest.

In normal times the Volga basin is a

grain-exporting region, and now fifteen

million people in it are crying for help.

The government has made an effort

to bring food into the famine region

from other parts of Russia, but there

is no surplus of food in other parts of

Russia except, perhaps, in the Ukraine;

and in much of the Ukraine the Soviet

government is without power. A fa-

mous bandit rules there. The govern-

ment also tried to bring in seed for the

fall planting but it succeeded in getting

into the peasants' hands only about

one-fifth enough seed for a normal
planting.

Inadequacy of Present Relief

What is the world to do to help the

Russian peasants at this time? What
is it doing? An International Com-
mission has been organized. It has

held meetings in Geneva and Brussels,

but not one cent of money or one

pound of food has been provided by
this International Commission. The

Swedish Red Cross is sending in a Red
Cross unit. Norway has given one
million kronen. The Save the Children

League of England has put in Mr.
Nansen's hands money enough to buy
food for 250,000 children for six

months: that is about the total of

European relief.

America has a better record. The
American Friends' Service Committee
has been at work to the best of its

ability, doing a beautiful work as far

as it goes, but handicapped always by
lack of resources. And, finally, the

American Relief Administration, under

the chairmanship of Mr. Hoover, is

now feeding one million children and
will be able to do this until the first of

next September, the time of the next

harvest. But there are four million

children who ought to be cared for;

and there are the mothers and fathers

of these children to be cared for.

The world is letting this people die

because we do not send from America
and Roumania and Bulgaria, where
there is a surplus of grain today, the

food to keep them alive. Shall we let

this go on?
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FOREWORD

For some years past the members of the Board of Directors

of the Academy have been convinced that a great national

service could be performed if the Academy, in addition to the

regular publications, were to undertake special investigations

on questions of national interest and place the results of such

investigations at the disposal of our members and of the gen-

eral public. It was with this end in view that the Board

decided to imdertake a survey of the economic, social and po-

litical conditions in Haiti and the Dominican Republic. The

public discussions relating to these two republics have con-

tained so much of a political and partisan nature that the

Board deemed it important that the public opinion of the coun-

try should be enlightened by an impartial and unbiased study

of the situation.

The study is one that required a man of mature judgment

and thorough scientific preparation. By unanimous agree-

ment, the Board selected Dr. Carl Kelsey, Professor of So-

ciology at the University of Pennsylvania, to undertake the

investigation. Dr. Kelsey has spent nine months traveling

through Haiti and the Dominican Republic, and has placed

before the members of the Academy the results of a careful

and searching analysis of the situation. The members of

the Board feel convinced that the results of this first appoint-

ment to an Academy Research Fellowship fully justify en-

larging the scope of the Academy's activities along the lines

of such special investigations, and it is the hope of the Board

that through the cooperation of our members it will be pos-

sible to establish an endowment fund which will enable the

Academy to provide for a series of research fellowships;

thus placing at the disposal of the country the results of care-

ful and impartial investigation of the problems concerning

which the public opinion of the coimtry is called upon to make

momentous decisions.

L. S. RowE,

President.
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Introduction

I
REACHED Haiti about the first of

February, 1921, and remained until

July the second, when I went to the

Dominican Republic, staying there

until October 22. I saw every im-

portant town of Haiti with the excep-

tion of Jacmel, and spent two weeks
on a trip through the interior. In the

Dominican Republic I got a glimpse,

at least, of nearly every province.

During this time I had opportunity to

talk to people in all walks of life. I

had no fixed itinerary or set program.

I roamed about as opportunity pre-

sented trying to see things for myseK.

I had no oflficial connection of any sort

with the government though it was
difficult to persuade the natives that

an American civiHan traveling about

was not on some secret mission. While
there I read all the best available books
written by Haitians or Dominicans,

and kept in touch with the newspapers.

Perhaps I might add here that if some
of my strictures seem severe they can

be duplicated from the works of relia-

ble native writers.

Everywhere I was received with

courtesy and friendly attentions.

Every opportunity was given me to

meet men or see conditions. This ap-

plies to all the United States officials,

both civilian and military, to foreign

residents and to the Haitians and Do-
minicans. I was welcomed in the local

clubs of all the larger towns. It is my
own fault, therefore, if I failed to get

an accurate picture of the situation.

Of course, there were many men whom
I wanted to meet but failed to see for

one reason or another.

It is utterly impossible to, try here

to thank by name all those who gener-

ously gave me their time. Nor can I

even name many of those who opened

their hearts to me, lest I be the in-

direct cause of harm to them. I tried

to show them all that I was apprecia-

tive of their aid, and to them all I

again express my gratitude.

On my return I am again struck by
our ignorance. Too many educated

people here confuse Haiti and Tahiti.

The two islands of Haiti and Santo

Domingo appear in questions put to me.

"Is the United States in any way in-

volved in Santo Domingo?" was asked

the other day by a man of wide rep-

utation. Unfortunately much of the

material which has appeared in our

press is so grotesque, or deliberately

twisted, that the reader gets a very

false impression. Our future relations

with these countries are destined to be

closer than they have been and it is

important that we should come to

know the essential facts. Is it too

much to hope that in the day of the

new diplomacy even our public de-

partments may tell us of their opera-

tions and their problems instead of

waiting until the attacks of enemies

put them on the defensive? I shall

be well content if I have in any way
thrown light on the situation, and shall

be grateful to any who will call my
attention to errors.

Some of my Haitian and Dominican
friends will not only disagree with my
judgments but may feel hurt at some
of my statements. From this there

is no escape and even they will be glad

that I have tried to tell the truth as it

appeared to me. Some things impress

the foreigner differently from the na-

tive. I am confident that all will find

running through these lines the same
friendly feeling which I find in my heart.
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Obviously one cannot enumerate the

many individual exceptions to all

general statements. Haiti and the

Dominican Republic are struggling

with an age-old problem, the attain-

ment of civilization. No people can

guarantee the financial success of

another, or its political success, but

we may by our policies help or hinder

and my sole desire is in some way to

help.

Philadelphiat January 5, 19^^.



The Island

ABOUT 1,200 miles south of New
York Cityone will find on the map

the island of Haiti or Santo Domingo,
considered one of the most beautiful in

the world, lying directly between Cuba
and Porto Rico to which it is intermedi-

ate in size as well. It is some 400 miles

in length and 170 in width, but of very

irregular shape. The total area is

over 28,000 square miles, or a little less

than that of Ireland. There are a

number of dependent islets, some of

considerable size but of little value to-

day, though a few thousand people

manage to eke out a precarious exist-

ence on the island of Gonave in the

bay of Port-au-Prince.

Topography. As a whole, the island

is extremely mountainous, the chains

rurming from the west with a southerly

trend with intervening valleys in which
rivers are found. The mountain
slopes range from steep to precipitous,

rising often to more than 3,000 feet, a

few peaks reaching 8 or 10,000 feet.

These ranges constitute serious obsta-

cles to travel and make roadbuilding

both difficult and expensive. Thus
the whole southwestern peninsula is a
mountain range rising abruptly from
the ocean on both sides, with no level

ground on the south except the plain

of Cayes, and with none on the north

imtil one reaches the neighborhood of

Port-au-Prince. Save in a couple of

places it is nearly impossible to cross

the peninsula. At some recent time,

geologically speaking, this peninsula

seems to have been separated from the

larger island to the north. Southeast
from Port-au-Prince there is a low
plain extending into the Dominican
Republic with sulphur springs on the

northern border, and two considerable

lakes of brackish and salt water, one

of which is below sea level. Near St.

Marc is the mouth of the Artibonite

River, the largest in the island. The
central ranges which stretch from
Mole St. Nicholas on the northwest

almost to the most eastern coast form
the backbone of the island. These die

down in the Dominican Republic, and
offer one good pass at an altitude of

less than 1,000 feet. South of this

range, at its eastern end is a consider-

able coastal plain, largely of coral for-

mation. North of this range, from
Monte Cristi to Samana is a large

valley divided into two parts, the east-

ern section being that to which Colum-
bus gave the name of Vega Real,

rich and well-watered, while west of

Santiago is found the Yaque del Norte
running through an arid region to its

mouth at Monte Cristi. There is an-

other low range between the valley and
the coast. Although there are many
rivers and streams these are the only

two in which boats of any draught

may run. As a matter of fact, they
have never been useful as waterways
and such use in the future is doubtful.

All the rivers are subject to sudden
flood, thus making fording problem-
atical as well as sometimes dangerous.

Their availability for purposes of irri-

gation will be mentioned later.

Rainfall. The influence of the moun-
tains on rainfall is most marked and
places only a few miles apart may vary
greatly, one being humid, the other

arid. The southwestern peninsula is

well watered while the northwestern

is largely barren desert. The actual

rainfall varies from 12 to 150 inches

per year. At one place in 1919 rain

fell on 16 days only; at another there

was rain on 124; while in certain moun-
tain districts 12 inches was the lowest
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record for any month and rain fell

nearly every day of the year. As a
rule the rains are local rather than
general and are also of short duration,

an all day's rain being a great excep-

tion. Most of the rain falls in late

afternoon or evening,—little in the

morning. In most of the island the

natives expect a longer rainy season

in the spring, and a shorter one in

autunm, the intervening periods be-

ing dry. These terms do not have
fixed values and the periods are more
or less fluctuating.

Climate. Although the island is

within the tropics lying just south of

the 20 parallel, the proximity of the

ocean, the contrast of moimtain and
valley, the daily winds modify the tem-
perature and the nights are usually

delightful. Here again local condi-

tions vary, but taking Port-au-Prince

as typical we find that the hottest day
of 1919 was on August 6 when the ther-

mometer registered 95° at 1.00 p.m.,

while at 9.00 that evening it stood at

71°. The lowest temperature recorded

for the year was 68° on January 18,

and the average was 77°. In the high

mountain valley of Constanza frosts

are reported during the winter and
many an American in the hills at night

after being caught in a rain has been
convinced that he was about to freeze.

The intense glare of the sun coupled

with the steady heat makes advisable

the use of colored glasses by visitors

from the north, while the towns with

paved streets seem Uke furnaces dur-

ing the days of summer. Violent

storms and electrical disturbances are

not common although great damage
is occasionally done along the coasts

by hurricanes, as the wreck of the

Memphis lying against the sea wall of

Santo Domingo City testifies.

Resources. Most of the reports on
the island speak of the wealth of min-

eral resources. It is true that the

Spaniards found some gold in the pos-

session of the Indians and that today,

in a few places, peasants can make
thirty or forty cents a day washing

gravel. It is true that one can find

pretty good specimens of copper and
other metals. It is true that small

deposits of lignite are known. It is

also true that more or less constant

prospecting since the time of Columbus
has failed to pay its own cost, let alone

reveal any great deposit. If there are

minerals worth mining their location

is not known. Just now there is a

possibility of the discovery of oil in

paying quantities. The opinion of the

best informed men seems to be that

the fertile soil rather than metallic de-

posits will be the source of the wealth

of the future.

Animal Life. There are no large

wild animals. In some districts the

goats run practically wild. Bird life

is fairly abundant and practically

every kind of bird that can be killed

is eaten. Doves of several species are

abundant and are highly esteemed as

food. Ducks are common locally. The
guinea hen is now widely distributed

and sometimes becomes a nuisance to

the gardener, particularly since the

elimination of firearms by the Ameri-

can forces. There are hawks but no

buzzards. Other than scorpions, centi-

pedes and tarantulas there are no ani-

mals whose bite is at all poisonous.

Flies are not numerous but mosquitoes-^

are, and malaria is a prevalent disease.^

The mongoose has been introduced

from Jamaica and, though little known
as yet, may be a source of trouble in

the future. Fishing is not a well

developed industry, largely no doubt

because of the absence of ice, yet there

are many fishermen along the coast,^
and the kingfish and red snapper arefll

seen in the markets. Lobsters are

common enough though seldom eaten

by natives who catch them only for
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sale to foreigners. Turtles and crabs

abound. Little lizards are everywhere

in evidence but the great iguana is

now very rare. There are crocodiles

in the lakes.

Vegetation. Mahogany and other de-

sirable trees are scattered about, not,

however, in large quantities, and most

of the remaining specimens are so diffi-

cult of access that they hardly repay

costs of transportation. There is a

promise that some trees Uttle used

heretofore may prove available for ties

for American railroads. In some of

the mountain areas, particidarly in the

Dominican Republic, there are consid-

erable stands of yellow pine. Most of

this is imused. An owner of timber

land in Haiti told me that he could

afford to cut timber when he could get

$120 per himdred feet. There are a

few mills in the Dominican Republic,

but lack of transportation still blocks

any marked development. Most of

the building lumber is therefore im-

ported from the United States. Dye-
woods are fairly abundant and in pros-

perous times are exported. No attempt

has ever been made to plant valuable

trees.

Wild fruit trees of many sorts are

found, the mango being the most im-

portant. Citrus fruits do well but are

very irregularly distributed. Many
grapefruit are seen in the markets of

Port-au-Prince but in the city of Santo
Domingo all the grapefruit are im-

ported from Porto Rico. There are

no real orchards on the island, though
there are large plantations of bananas
and plantains. The coconut palm
grows freely but is used locally only,

no copra being dried for export. At
the altitude of about 1,500 feet a sub-

tropical zone is reached where all sorts

of vegetables and fruits of the temper-

ate zone prosper. I have seen Irish

potatoes of excellent quality which
were grown in the hills near Santiago.

The island is divided between two
countries, the Dominican Republic oc-

cupying the eastern two-thirds, some
18,000 square miles, Haiti, the western

part with some 10,000 square miles.



CHAPTER I

The Haitians

pOPULA TION. No census has ever
JL been taken but the estimated pop-

ulation of Haiti is 2,000,000, or about

200 per square mile. As a matter of

fact there are large areas almost un-

inhabited, like the arid district from
Mole St. Nicholas to Gonaives, the

San Michel Valley and parts of the

eastern border; in some places the

population is dense, very dense when
considered in relation to the agricul-

tural development. There are no re-

liable figures as to birth and death rates

but the estimated population in 1800

was about 550,000 and there has been

little immigration. Children are every-

where in evidence but the death rate

appears to be very high and the aged

do not seem numerous.

Origin. The overwhelming mass of

the people, at least 90 per cent I should

say, seem to be of pure Negro stock.

The upper classes are notably lighter

in color and there are small areas where

a relatively light color tone prevails.

We know that there was a considerable

mixture in colonial days and since that

time there has been considerable inter-

marriage between the incoming Euro-

peans and the Haitians so that there

are no pure white families save those

of recent immigrants. The original

Indian stock seems to have left no
trace. At first one gets the impression

that there are twice as many women as

men. This is probably due to the fact

that the women go to market, or be-

cause the men are working in the fields

away from the house. In the old days

the 'men who entered the towns were

often seized and made to serve [in the

"volunteer army," so the women car-

ried the produce to town.

The Syrians. About 1890 ^there

came into Haiti the first of a group des-

tined to play a considerable part in

the retail business, the Syrians. At
first they bought largely from German
merchants and peddled their wares
through country districts. Later,

finding they could buy more cheaply
from the United States they did so.

Being shrewed merchants they were
disliked by their Haitian competitors
and by the Germans. Although they
never numbered more than a few hun-
dred they were ordered out of the

country by a law of 1913, passed, they
claim, at the instigation of the German
merchants. Sin,ce the Occupation some
200 of them have returned. They
claim to do $3,000,000 business yearly

with the United States. A few of

them are American citizens. Save
stragglers from other islands these rep-

resent the only immigrant group
which has entered Haiti in many years.

This, of course, leaves out of account
the marines, French priests and sisters,

and other foreigners temporarily res-

ident in the country. Barring these,

there are only a few hundred whites in

Haiti. The foreigners are all in the

towns.

Distribution. All the large towns of

Haiti are on the seacoast. The Capi-

tal, Port-au-Prince, has about 100,000

inhabitants; CapeHaitien, 17,000; the

rest are much smaller. The bulk of

the population live in villages scattered

through the interior or in isolated cab-

ins. Go where one will in the country,

provided agriculture is possible (and
in many places where it seems im-

possible), he will find the "cayes" of the

peasants. These are often temporary
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rather than permanent structures, for

a considerable percentage of the peas-

ants seem to migrate rather freely,

clearing a little patch and cultivating

it for a couple of years and then

wandering to some new location.

Towns. Wherever possible thetowns
of Haiti are laid out in squares.

The streets of Port-au-Prince in the

business section are well paved with

concrete. Many of its streets are mac-
adamized as are some of the streets in

Cape Haitien and elsewhere. In every

town there is some central square, often

decorated with shrubs and flowers, and
a market place, the latter being usually

the most interesting spot in town to

the stranger. The water systems are

not very adequate but the officials tell

me that there is difficulty in keeping

them in good condition owing to the

acquisitive habits of citizens who need
pipes and spigots. In older days the

towns are said by old residents to

have been extremely filthy and one had
to walk in the middle of the street and
keep a sharp lookout to avoid unex-

pected shower baths from the second

story. The Americans are praised for

having "cleaned-up" and for prohibit-

ing the dumping of refuse in the streets.

The stores are usually one or two story

structures looking like warehouses,

and such they are, for the stock on dis-

play is generally a small part of that

on hand. There are practically no
sewers. Surface drainage is all but
universal.

Health. The prevailing diseases in

Haiti are gonorrhea, syphilis and yaws
(which are said to be very common),
tuberculosis, malaria, filariasis and in-

testinal parasites. The country has

been very free from epidemics such as

yellow fever and bubonic plague. Yet
these would probably run through the

population like wildfire if they ever

got a start owing to the hordes of mos-
quitoes in many districts and the armies

of rats which infest all the towns and
much of the country. Much fiin was
poked at the Financial Adviser for in-

stalling a couple of rat-catchers at

Port-au-Princewhenthebubonicplague
was reported in New Orleans.

Throughout 1921 an epidemic of

smallpox swept the country, having
been introduced from another island.

The efforts of the American doctors to

check it at the start were rendered fu-

tile by the ignorance of the masses and
the foolish prejudice of local physicians.

The papers everywhere denounced the

Americans saying that it was nothing

but chicken pox: but when the deaths

began to increase, the criticism be-

came that the Americans were incom-
petent. Several hundred thousand per-

sons were vaccinated. Thousands on
thousands suffered. I have seen small-

pox patients deathly sick lying by the

roadside soliciting alms from passers-

by. Often they were left in their cab-

ins without food and drink. The ig-

norant peasants were seen vaccinating

themselves from virus drawn from ac-

tive cases. I was a guest at lunch in

the home of a merchant in one town
only to find later that there was a con-

valescent case of smallpox upstairs.

The death rate in the hospitals was
about 6 per cent and no one knows
what it was in the hills.

The country is very inadequately

supplied with doctors. There are phy-
sicians in the towns but none in rural

districts. Even the town physicians

are often incompetent. One doctor,

for instance, in a maternity case was
observed taking the only sterile towel

he had and spreading it on a chair to

protect his clothes. The natives are

said to have a good knowledge of local

remedies for fevers, but one questions

the efficacy in a case of cancer of the

stomach of killing and disembowelling

a cat and placing the carcass on the

patient's stomach. A priest told an
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American physician that a woman who
feared a miscarriage was placed on a

table, a lighted candle placed in the

umbilicus and allowed to burn out.

One girl under quarantine was observed

to take down the flag, carry it with her

while she visited a friend across the

street, and replace it on her return

home. Hospital facilities are inade-

quate. Exorbitant fees are charged

for making country visits. The num-
ber of lepers is estimated at 500 or 600,

the insane at about 600. There is no

special provision for these. Sanitation

is unknown and a Minister of the State

was indignant when compelled to

clean his latrine.

Amusements. The favored pleasures

of Haiti are cock-fighting and dancing.

Cock pits are found everywhere. Gam-
bling is universal. Dancing in the

country is to the thumping of the drum,

almost the only music of rural Haiti.

These dances get pretty hilarious at

times if the rum supply is adequate.

The tourist hails every simple dance

as "Voodoo," but he exaggerates. In

the clubs of the upper class, chess, bil-

liards, iK)ker, whist, all have their ad-

vocates, while orchestras provide the

music.

Domestic Animals. The average peas-

ant has few domestic animals. He may
own a few pigs which are allowed to

support themselves and which develop

tail, nose and legs at the expense of

fat. The burro (worth from $5 to $10)

is the common work-animal and is also

the most valuable for he carries a large

part of the goods to market, with the

owner perched on top of the load.

Cattle are scarce. The horses are

small. Save on large plantations, the

animals are seldom used for draught

pmposes. Chickens abound and are

all of the small Mediterranean breeds.

To judge from casual observation,

they are quite as conunon in the towns

as m the country, in part because they

are being kept alive until time to cook.
There are a good many turkeys which
sell for $1 to $1.50 in the Port-au-Prince
market. Goats are common.
Land Ownership. There is great, al-

most endless confusion, with reference

to the ownership of the land. There
has never been a survey. The govern-
ment claims to own large tracts but
it seems to have no maps or adequate
descriptions. There are some titles

coming down from early days and the
plains appear to be held by relatively

few people. Many families profess to

have large holdings in the hills but
from these little revenue is derived as

land is seldom rented but is managed
directly by the owner. Inasmuch as

squatter titles are admitted under the

law any attempt of these supposed
owners to take full possession would
be most difficult. It seems to be the

practice for the peasant to settle

wherever he finds land not in use. The
settlement of this land question is one
of the most fundamental prerequisites

to any improvement of conditions in

Haiti. Foreigners were forbidden to

own real estate \mtil the adoption of

the last constitution in 1918.

Agriculture. While there is a good
deal of fishing along the coast, and a
certain amount of cattle raising in the

San Michel Valley and the upper Arti-

bonite Valley and locally elsewhere,

agriculture is for most Haitians not
only the fundamental but also the sole J
means of gaining a Uvelihood. The fl
fact that there are in the country no
nurseries, no seed houses, no regular

dealers in stock, indicates that con-

ditions are very primitive. A promi-
nent man asked me one day if I had
seen one of the many beautiful moun-
tain places. I said "No" and added
that I wished he would take me to see

some of the best farms. He repUed,

"There are none," and his answer was
almost literally correct. There is no

I
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agricultural school save a rather pa-

thetic beginning near the Capital.

Outside of the large sugar plantations,

largely though not wholly under foreign

control, there is no real agricultural

development.

Of course, there are in fact well lo-

cated and prosperous farmers who may
be contrasted with others poorly lo-

cated and shiftless, but their methods
are much the same. A plough is rarely

seen even in the plains and would be

valueless on most of the steep hillsides.

The one universal tool of the Haitian

peasant is the machete (almost identi-

cal with our corn knife). With this

he clears the ground, piling and burn-

ing the brush. Then with his machete

he digs up the soil a little in just the

place where he is to put his seed or

plant. He cultivates with his machete

by cutting the weeds or stirring the

soil about the plants. Axes, hoes, etc.,

are known but seldom seen. The
farmer saves his own seed or gets it

from neighbors. Much time and energy

are consumed in these processes. Arriv-

ing at Port-au-Prince early in February

one finds the hills back of the town al-

most deserted, few cabins being visible.

By the middle of March the hills are

dotted with dark spots, which are

the cleared areas being prepared for

the spring planting. Trees are rarely

planted. There are not even coflfee

plantations. All the natives do is to

pick the berries from the wild plants

descended from those brought in by
the French after 1738. A competent
observer said that in 1915 not over 1,000

acres in the entire country were well

cultivated.

Marketing. The roads of Haiti are

lined with women and burros bringing

produce to village or town. These
women often walk from fifteen to

twenty-five miles and seem satisfied

if they sell fifty cents worth of provi-

sions. Indeed they might refuse to

sell all their load should you meet them
ten miles out for they would thus lose

the joy of barter and chatter afforded

in the town. All night long they
walk, en route to arrive at daylight.

Picturesque? Yes, but the waste of

human effort in such a system is enor-

mous. At the market they must pay a
small fee for the privilege of displaying

their wares.

Home Industries. The making of a
few sweets like the crude brown sugar

called " rapadou, " some candles of bees-

wax to be burned in church by the
faithful, some mats of palm, or simple

baskets, practically exhausts the list of

home manufactures.

Houses. In the towns, the houses

range from the crudest of hovels to

fine villas and residences, ofttimes with
very attractive grounds. At Cape
Haitien the houses show the Spanish
influence which is not seen in the South.

In the country, the cabins are of two
types. The more common is a frame-
work of poles interwoven with splints

and plastered with mud, with a roof of

palms. More substantial structures

are made of split palm boards. The
acme of style is represented by the
metal roof, possessed only by the fortu-

nate. The floor is usually of earth.

Doors are of wood, as are the windows,
glass being unknown outside of the

towns, where it is rare, shutters gen-

erally taking its place. All doors and
windows are closed at night, but as the

house is seldom ventilation-proof no
great harm results. In the house
there is practically no furniture. Beds
are seldom seen and even in the towns
are not found in the poorer houses.

Outside the cabin, the ground is

very likely to be swept clean and, except
in wet weather, present a neat appear-

ance. Often there is some flowering

plant, perhaps a cactus hedge. Very
likely there is a little shed with
thatched roofwhere the cooking is done,
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food eaten, the siesta taken. Ovens

are not unknown but the open fii^ on

the ground is more common. In the

country brush is used for fuel; charcoal

in the towns. The burning of charcoal

is quite an industry. For water, de-

pendence is placed on streams. Even
in the plains cisterns and wells are

very rare. Many of the cabins are a

mile or more from any water supply

and the water is carried in calabashes.

Needless to say that under such circum-

stances it is not wasted. There are no
latrines except in the towns. Near the

cabin is probably a Uttle clump of

bananas or plantains (almost identical

but the plantain is not sweet) and a

little garden close by so that it may be

watched.

Language. The official language of

the government is French but the

actual language is "Creole," which is

spoken by every Haitian whereas only

a small minority can speak French.

The number who can imderstand it is

greater. Nearly all the families use

Creole in the house whatever else they

use in company. Creole is made up
of a few hundred French and a few

dozen other words from English or

Spanish and African, all with an Afri-

can type of construction. At first it

is no more intelligible to the French-

man than to the American. It is not

particularly difficult but varies a great

deal in different sections. Creole can

be written but its transcription is

difficiJt. In the schools, French is

used. In time, as education develops,

Creole will be supplanted by French,

or will be modified into a French dia-

lect. As it is now, one appreciates

the story told in Haiti that the Lord

was not satisfied that the French had
been adequately punished when driven

out of the country so left their beautiful

tongue in the mouths of the Haitians

to be crucified anew each day.

Religion. The official religion of

Haiti is the Christian (Roman Catho-
lic) and the State assumes the support

of the Church. During most of the

nineteenth century the Pope seems to

have had little control but a concordat

was signed in 1860. Prior to that date

the priests are said to have been "sans
foi ni loi. " Since then, practically all

of the priests and sisters (some 635 in

all) have been sent over from France.

There are but two or three Haitian
priests. These men and women are

generally distributed over the country
and are doing a splendid work. Among
them are men who served in the French
army throughout the war. They form
the best informed foreign group resi-

dent in Haiti. There are fine cathe-

drals in Port-au-Prince and Cape
Haitien and churches in all towas.

There are a few Protestants on the

island, some being descended from a
company of American Negroes who
migrated there many years ago. A
few missions are maintained by other

groups.

In all but the highest circles the real

religion of the people is of African ori-

gin with a veneer of Christianity. It

is common to speak of all these Afri-

can rites under the name "Voodoo," a
term often overworked. The different

tribes originally had different customs
but as no tribal distinctions have sur-

vived in Haiti the resultant is a blend.

Based as African religions were on
fear, the propitiation of the deities was
very important. With this, as every

student knows, was a curious emphasis
on sex. The Voodoo dances of today,

therefore, often degenerate into sexual

orgies. Several attempts were made
by the Haitian government to sup-

press these Voodoo dances but the

government dared not be too stringent,

and probably was not very enthusias-

tic in the first place. They are now
under the ban of the law but they still

exist, though seldom seen by the whites.
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Some of the presidents of Haiti have

been Voodoo priests. When Presi-

dent Simon left oflBce a fetish of some
sort was found in the palace and his

successor, though personally not ac-

cepting local beliefs, feared to offend

so sent for a Voodoo priest (a Papa-Loi

as he is called) to perform the requisite

ceremonies. To an animal deity the

name "barka" is given. On one oc-

casion Simon tricked the Catholic

archbishop into performing the fu-

neral services of such a "barka," a goat

in this case. The deception was subse-

quently revealed and more stringent

rules for the identification of corpses

were adopted by the archbishop. Few
Haitians will, for political reasons per-

haps, deny the power of such barkas

or fetishes.

In the country food is usually placed

on the grave. I once witnessed a me-
morial service for a recently deceased

child. The priest was busy with Voo-
doo rites as ^^e approached the cabin

but seeing us shifted to the oppo-

site side of the room where Chris-

tian emblems were displayed. Later

on food was scattered on the highway
and, on inquiry, he told us that he did

not know the reason for this but that

it had long been a custom of his fathers.

Even Christian celebrations like Easter

have a strong African infusion. From
Friday to Sunday the Lord is supposed

to be dead and the devils therefore

have their opportunity. To hinder

them it is necessary to knock on wood.

So all day long there comes rolling up
the hills about Port-au-Prince at in-

tervals the reverberations of the faith-

ful.
,

As is natural in this stage of religious

development superstition is most prev-

alent. No native mother attends

the funeral of a child as this would
cause another death in the family with-

in a year. Should a funeral proces-

sion stop for any reason in front of a

house holy water is seciu'ed at once
and the house sprinkled. From such
naivetes to belief in charms and witch-

craft, the simple mind runs the entire

gamut.

Human Sacrifice. The idea of hu-
man sacrifice is as repugnant to the

high class Haitian as to the American.

Many of the best Haitians do not be-

lieve that it ever occurs, and are sin-

cere in their belief. Others have told

me very positively that it does. Such
is the belief of some of the best in-

formed foreign residents including

many of the French priests, one of

whom said he would put the number
at one a year for the entire country.

It takes a long time to overcome old

customs. Such sacrifices are said to

be of children only.

Cannibalism. The eating of parts

of human sacrifices is alleged to occur

at times. There is some evidence that

the eating of parts of brave enemies,

not as food in the ordinary sense, but
in an effort to gain the qualities ad-

mired in the victim,may have occurred.

The American marines in Haiti firmly

believe that this happened in at least

one case, for a native confessed that he
had taken part therein. It is also be-

lieved by* foreign residents to have
happened in other instances. A mag-
istrate told an American that he knew
a man was convicted in court of this

offense in 1909. Only one Haitian ad-

mitted to me that he thought it pos-

sible, but I was present in a little in-

terior village when a native gendarme
accused a woman of having eaten hu-

man flesh. This she denied with every

indication of horror. If it ever hap-

pens it is certainly extremely rare and
is viewed by nearly all Haitians just

as we view it.

Personal Traits. The first strong

impression I got of the Haitian people

was their manly self-respecting bearing.

There was no subserviency in their
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attitude toward the whites. I do not

mean that there was any indication

of surUness or insolence. Speak to

the market woman or the peasant on

the road and you are sure of a "bon
jour" often accompanied by a tipping

of the hat. They seemed willing to

do any favor. Everywhere they have

borne the reputation of being very

hospitable without demand for money.

If one spends the night in a country

jcabin the best is offered and payment
very often refused. They are some-

times likely to deceive you for they are

inclined to give you the answer they

think you want. In general, however,

they are honest when charged with

definite trusts. It has been necessary

in days gone by to send large sums of

money by messenger and in sailboats

around the coast and I am told that

such money was always delivered. The
life of the white man or woman has

long been secure and the murder of a

white has occiured only imder great

provocation. My impression is that

the people are willing to work but their

work standards are not ours.

Elsewhere I speak of schools. Here
I want to mention the handicap the

Haitians carry because of ignorance.

The peasant knows from tradition and
experience a good deal about the adapt-

ability of soils to crops and seldom

blunders. Outside of this he knows
nothing of any save the simplest proc-

esses. Give him a wheelbarrow and
he will transport it on his head. Tell

him to take a bicycle three miles and
it will go on his head. Show him, how-
ever, how to use these articles and
there is no trouble. He shows an
adaptability to handle automobiles

and drives fairly well, often, indeed,

becomes proficient at minor repairs, but

is an untrustworthy chauffeur both

because he is happy-go-lucky and be-

cause he appreciates so little the mean-
ing of momentum and other physical

factors entering into accidents. The
railroads do not rely on Haitian en-

gineers. One such, asked one day if

there was water in the boiler, said it

was all right anyhow. He could run

the engine without water. He had
done so once.

There is among the Haitians an in-

difference to suffering which seems to

us heartless. I believe this, too, grows

out of ignorance. When one does not

know how to prevent suffering he be-

comes much of a fatalist. Open sores

on animals are frightfully conmaon.

Animals are expected to work indef-

initely without food. Perhaps fifty

per cent of the hack horses in Port-au-

Prince cannot take the driver and one

passenger up the long but easy hill to

the American Club, yet few drivers

will refuse to attempt it. Moreover,

the Haitian standard of driving is inces-

santly to nag the horse by jerking the

lines. Much of the same indifference

is shown by the lower classes to human
suffering. They have always seen

suffering. Why worry?

The Family. The fashionable mar-
riage is under the auspices of the

Church and this is the legal form. As a

matter of fact most marriages are what
we call "common-law" while in local

dialect the girl is said to be "placed."

Such placements are often followed

later by formal ceremonies when the

couple have accumulated adequate

funds. They are not always perma-
nent and there seems to be considerable

freedom in forming and breaking them.

One caco leader is said to have seven

camps with a wife in each. Stories are

current of men with a dozen or more
wives and many score of children.

Children are desired and are as often

spoiled as abused. A couple wiU some-
times sell a child for a dollar or two
but this involves an idea on their part

that the child will be better off in some
better situated family than at home."

J
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Domestic slavery of this sort is very

common, the child growing up in an-

other house and being the servant of

the family, rarely sent to school, and
receiving nothing until grown save

board and clothes.

Home Life. Among the poorerpeople

there is little in home life save residence

under one roof. There are no regular

meals, food being taken whenever con-

venient, or whenever secured. The
children are pretty much left to their

own devices as the mother is very

likely away at market, the father

working in the fields. Sometimes in

the evening stories are told around the

fire or pine torch. Games for children

are strangely lacking. In the upper
.classes the home life is much as in the

Inited States.

Food and Drink. Rice and red beans

might be called the national foodstuffs.

The peasant eats boiled plantains,

bananas, yams, cassava and com,
with whatever fruits he can get. He
is fond of salt fish or pork. Sugar
cane is highly esteemed. My opinion

is that the peasant is underfed.

Aside from water, the native uses'

coffee which is much better than most
of that we get. He is also fond of rum
which the poorer classes usually get

in relatively crude forms under the

names of "taffia" (unrefined) and
"clairin" (partly refined). Drunken-
ness is not common either because of

the use of rum from childhood or be-

cause there is not enough money to get

enough rum. Of the rum itself there

is no shortage. The wealthier classes

drink whatever they like as no " amend-
ment" hinders them.

Clothing. Not being liable to sun-
burn, the young child is seldom ham-
pered by clothes. More precocious
here as elsewhere the girl attains them
first. Thereafter it is largely a ques-
tion of the available supply. For-
merly the country women coming to

town are said to have worn blue cos-

tumes. Now the costumes are made
of any material obtainable. The men
are more or less clothed, for exposure

of the body is no offense, and the wash-

woman along the streams are often

practically nude. This fact makes the

complaint of one paper, that the Amer-
ican doctors made the Haitian women
bare their arms to the shoulder that

they might vaccinate them, seem a bit

ludicrous. Shoes are seldom worn by
the peasants, and the white man going

about in the rainy season would often

like to have the feet of the peasant.

The clothing of the peasant does not

seem overly clean and yet soap in the

form of bars about an inch square and
thirteen inches long is one of the arti-

cles most frequently imported. Bath-

ing is frequent but whether in waste

water or stream seems to make little

difference. The wealthier classes draw
their styles from Paris and are so in-

sistent on formality that at govern-

ment receptions the men must wear
heavy black dress suits.

The Color Line. At first sight no

color line seems to exist in Haiti but

closer observation reveals it. True,

the blackest man may aspire to any
position in the country and, if he has

enough force of character, may attain

it. True, the coimtry has boasted

of the expulsion of the white man and
the elimination of the white color

from the flag. "Black man with

money, mulatto: mulatto with money,
white man: white man always white

man," runs the local saying. The line

can be found. The servant is usually

darker than the master. Black men
can be found in the highest circles but

these circles are decidedly lighter in

color than the lower. Low grade

foreign whites marry at times into

high grade native circles. One native

father was surprised when advised to

find out something about the American
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who would marry his daughter. The
idea of investigating the white man had
not occurred to him A citizen came to

an American official asking the release

of a prisoner. He admitted his friend's

guilt but said, "Don't you know he

is compelled to work under a black

sergeant?" "These girls are praying

the Lord every night to send them
light-colored children" said a French
woman. Two Haitian girls educated

in France were dumfounded on return

to Haiti to find themselves of mixed
parentage. A Haitian woman hearing

that the Dominicans were of mixed
descent plaintively asked, "Then why
do they hate us so?" The color line

has found its way into politics and
there have been "black" parties op-

posed to "midatto" groups. I do not

know how much emphasis to give this

factor. The Haitian writers who dis-

cuss it are not agreed. It may be in

part a tacit acceptance of a widely

held philosophy that the black is the

inferior. I was told of one able Negro
who could not marry into the lighter

group and who, therefore, refused to

marry. It indicates in any case a de-

sire to be accepted on a basis of equal-

ity which at times is almost pathetic.

The Upper Class. "What did you
expect to find when you came to Haiti,

Europe or Africa?" asked a charming
gentleman one day. Yankee-like, I

asked in return, "If I go out into the

hills what will I find?" His reply was
a smile. Go into any gathering of the

upper class, shut your eyes and listen

and you i^-ill believe yourself in a cul-

tured European gathering. In bear-

ing and courtesy, in interest and ap-

preciation of art, music and literature,

in ability to sing, play, dance or discuss,

the American finds that he has no
advantage. Their feelings lie a bit

nearer the surface than ours and voices

bre^ forth in angry discussion or

boisterous mirth more quickly but they

as quickly subside. Why should not

these things be so? Many of these

people, who can afford it, have been
educated in Europe and go there when-
ever possible. Their traditions are

European, not African. They know
more of foreign language than the cor-

responding groups of Americans and
are more likely to talk in English to

you than you are to talk in French to

them. Like gentlemen they respond

at once to courteous treatment and
like gentlemen they resent condescen-

sion or overbearing manners. Too
often they have received the latter

where they had a right to expect the

former.

The Tvx) Haities. Geography some-

times misleads us. There are two
Haities, not one, though the geographi-

cal boundaries are the same. The first

is of Africa, for there is little essential

difference between rural Haiti and
Africa. The second is of Europe. The
first is illiterate, the second, educated;

one uncouth, the other, polished; two
languages, two religions. An African

mass struggling to keep itself alive in

this physical world; a small handful

struggling to attain equality with the

civilized world! Where can a more
striking contrast be found?

The Slave Tradition. Haiti is suffer-

ingfrom a survival of slavery traditions.

The French masters directed ; the slaves

did the physical labor. When freedom

came the leaders, usually mulattoes

(though the men of action, the military

chiefs, have often been black) tried to

carry on the old traditions. Educated
Haiti does not like work, nor has it

ever learned the dignity thereof. To-

day your Haitian gentlemen will not

carry packages from store to house.

Your high-toned Haitian girl will

hardly stoop to pick up a handkerchief

dropped on street or in church, though

she will call a servant to do this. Haiti

has no work ideal, and whenever possi-
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ble the lower classes follow the example

of the upper. You call on Miss A

—

and are met by the maid of Miss B

—

who will go one hundred yards to get

the maid of Miss A—^to have her find

out whether Miss A—is in or not, while

all the time Miss A—is within call and
hears the conversation. The house-

owner waits for half an hoiu* for the

return of the servant sent to carry a

step ladder to the house across the

street and finds that the servant has

been standing at the gate hoping to find

a laborer whom he can hire to return

the ladder, for such labor is beneath

the dignity of the house servant.

The young man recently given

a position as chauffeur at a salary

which means comfort to his mother will

surrender his position rather than hold

the reins of the horse when your wife

rides into the yard and finds the yard

boy gone. The chauffeur of the ma-
chine bringing a friend to get the trunks

of an officer and finding only one ser-

vant at the house will go a mile to bring

up a couple of prisoners with a guard,

rather than help carry the trunks.

The gentleman in straitened circum-

stances coming to sell you a few books
will arrive empty-handed, and a small

boy, hired for the purpose, will come
in a few minutes carrying the books.

The transaction finished, the former
owner of the books will probably de-

part in a cab for it is not customary for

gentlemen to walk in the middle of the

day. The only employment, then,

befitting the gentleman is clerical or

professional labor. To many this

means a government position for tech-

nical training is not common and in

Haiti, as elsewhere, the only place where
training and ability are not needed is

in government service. Yet work must
be done. By whom?

The Masses and the Classes. Haiti

won its freedom but in a very real

sense traded masters, substituting

mulatto for white. For forty years or

more, the rulers had tried various de-

vices of compulsory labor to get the

fields cultivated, 5^et production de-

creased. They wrote glowingly of

agriculture but the state has never

done anything for agriculture save to

establish a fete and to permit the

agriculturist to pay most of the taxes.

It puts no tax on the land but it puts

a heavy tax on the chief export, coffee,

which must be paid by the poor peasant

who gathers it. It refuses to tax the

manufacture of liquor but it taxes the

export of cacao. The burden is all

thrown on the poor man. The result

of all this is that while there is patriot-

ism in the sense of love of country in

the upper classes there is none in the

sense of sacrificing self for country nor
is there any real appreciation of the

Imsis of public welfare. The country

has been governed for the interest of

the upper classes.

Public Morality. Haiti has not yet

learned that a public office is a public

trust. In America we have trouble

with individuals who violate this stand-

ard, but in Haiti it is expected that

the official should "graft" or "faire

Calypso" as it is termed. . Govern-
ment offices have been looted by
out-going administrations; everything

movable in government ships has been
carried away. You wonder at the fine

houses in Port-au-Prince till you learn

the customs. One of the finest was
built out of "surplus materials" of the

palace; another, from the "remains"
of the Cathedral. The negotiation of

the sale of a warship to Haiti en-

abled one official to construct a fine

residence. A writer states that 5,000

gourdeswas the price for voting in favor

of a new constitution and 500 gourdes

for a venal contract, and that a deputy
who accepted 300 gourdes bragged of

his honesty. He adds that one minis-

ter demanded 37,000 gourdes for a

I
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house for which only 15,000 had been

paid, and when asked for reasons said

he had no information to give; where-

upon the sum was voted. One woman
expressed regrets to a friend of mine
that her husband had lost a govern-

ment position paying $30 a month, not,

as she hastened to add, on account of

the $30 but because the position gave

him a chance to make $1,600 a year.

In all matters, then, the legislators

have expected their "pots de vin."

The head of one of the oldest business

houses assured me that in the old days

the real profit came from dodging cus-

toms dues; another added through
speculation in gourdes. More coffee

was always received at Havre than was
exported from Haiti. All contracts

and franchises had to be arranged and
I am told that a corporation, nominally

at least, American, gave shares ftf

stock to the family of a high official

even after the coming of the marines.

An American contractor told me that

officials had suggested grafting schemes

to him. So it went. Is it any wonder
that many Haitians today sincerely

believe that American officials must in

some way be making extra money out

of their positions.

The Wrong Attitude. There are some
who will say that all these things are

indicative of the capacity of the Negro.

Not so, for they have appeared every-

where on earth when similar theories

of government have obtained. The
fundamental reform needed in Haiti

is a change in the attitude of the upper
groups.

Government. Barring the short pe-

riods when a couple of rulers styled

themselves emperors, Haiti has always

been a republic. In reality, however,

it has always been a military despotism
as the thirty-nine military posts would
indicate. It has had an ample supply

of .constitutions from 1805, 1806 (when
it was stated that a new and regenera-

tive constitution was needed) through
the years 1816, 1843, 1846, 1859, 1861

1867, 1874, 1879, 1889 down to the last

in 1918. The "elections" had always

been a farce in that they but "elected"

the man who had seized the power in

his hands as the " saviour of his people."

However, as soon as things were settled

and the appointments to office made,
there were more hungry and dissatis-

fied people on the outside of the admin-

istration than contented within, and
the conspiracies started anew. As a

rule they did not cause great loss of

life or danger and loss to foreigners.

One fact in Haitian history not yet ade-

quately explained is why practically
'

all of these revolutions started in the

North. The later revolt against the

Americans was in the same district.

It may. be that distance from the

Capital has been the chief factor as

some have claimed, but others have

tried to show that there are differences

in the people, in the degree of culture,

etc. The first effort of the revolution-

ist was naturally to get control of the

custom houses in order that money
might be secured.

The existing organization of the

Haitian government is simple. The
executive department consists of the

President (elected for seven years by
the National Assembly, and ineligible

for reelection till one term expires) and
a cabinet of five members appointed

by the President, to wit : Secretaries of

"Foreign Relations and Justice," " Inte-

rior," " Finance and Conmierce,""Pub-«|
Uc Instruction and Worship," anc^
" PubUc Works and Agriculture. " The
republic has two legislative houses:

the Chamber of Representatives with

ninety-nine members elected by the

people and the Senate of thirty-nine

members elected by the representative

from lists furnished by the President

and the Board of Electors.

The country is divided into five d<
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partments in each of which is found a

commissar directly appointed by the

government and a man of great power
for he practically controls all appoint-

ments of local officials. Under the de-

partments are the communes, ninety-

two in number, each administered by a

communal council whose head is called

the communal magistrate. The small-

est divisions are the sections under a

chief of section. The section and com-
munal officials receive very small sal-

aries froin local funds arising from sale

of market privileges, licenses on busi-

ness, etc. There is much complaint as

to grafting here as well. Practically

all local improvements are paid for by
the national treasury.

In the judicial system we find at the

bottom the justice of peace with a

salary of from $16 to $20. The courts

are the Court of First Instance, the

Court of Appeals and the Court of

Cassation (the Supreme Court). The
presiding judge is paid $200 per month,
his immediate assistant, $175, and
there are nine judges at $150 a month.

According to all accounts many of

the lower judges are incompetent.

As one critic put it, perhaps 30 per cent

of the judges know the law and 50 per

cent can use it; the rest are worthless.

The Haitians themselves have little

confidence in the courts. One prom-
inent lawyer said he could win any case

for $1,000. He assumed, of coarse,

that his opponent did not have $2,000

to spend. Some of the higher judges

are able men. Haitian lawyers seem
to prefer to settle cases out of court if

possible.

Cases in Court. Little dependence is

placed on the courts by foreign resi-

dents. Let a few cases suffice:

A firm arranged with a local agent

to purchase 10,000 pounds of tobacco,

of a certain quality. Being told that

this purchase had been made, it investi-

gated and found a very poor quality,

which it refused to accept. Suit was
brought and the court ordered payment
for the entire amount, even though
it was shown that the agent had only

about half of the contracted amount in

his warehouse.

A British subject paid a garage man
$53 for repairs on an automobile es-

timated ih advance at $19. Inciden-

tally he found that garage man was
using it without his permission. Dis-

gusted, the owner decided to sell the car.

He sold it in eight days. Four months
later, the garage man demanded
$25 as commission on sale. When
refused he used threats, then presented

a bill of $40 for storage. When this

too was refused, he brought suit. The
owner was not told when the case was
to be heard. On the testimony of the

garage man, without hearing the owner,

the court gave a verdict of $40 to the

garage man plus 100 gourdes ($20) for

moral damages.

Several thefts occurring in a certain

boarding-house, a lieutenant of the

Gendarmerie arrested all the servants

who could have had access to room
from which the money had been taken.

One servant practically confessed. An-
other brought suit for damages, claim-

ing her reputation was injured. It

happened that the suit would not lie,

being brought against a foreign vice-

consul, but the lawyer fully expected

to win. The only connection of the

vice-consul with the case was that he

had lost the money and notified the

police.

A provoked- American struck a na-

tive boy. Suit was brought. The
American sent a doctor to examine the

boy and the doctor returned a bill of

$500 for services. He accepted $100

in settlement. The American had
two short conferences with a lawyer

who returned a bill for $2,500 but ac-

cepted $650 in settlement. The Amer-
ican did not dare let these bills go be-
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fore a native court, yet the lawyer had
cliarged more than he was earning in

two years.

One mercliant imported shirts of a

f)ecidiar pattern not elsewhere on sale.

One day a man wearing such a shirt

entered the store. Examination at the

custom warehouse, where the shipment

had been left, revealed the fact that

ninety shirts had been stolen. The
man could not tell a straight story as

to how the shirt had come into his

possession. Yet, as there was no
direct evidence, he was discharged and
started a counter suit for moral dam-
ages, which had cost the merchant

1,500 gourdes up to the time I left.

An American firm bought a quality

of coffee but examination showed that

some of the bags contained stones only.

Yet the court ordered payment in full.

Attitude towards Property. In Africa,

it is stated, food is tribal and not pri-

vate property. That is the opinion

of the Haitian. The universal story

of Haitians and foreigners alike is that

foodstuflFs (and practically anything

else) will be stolen, li you see yellow

oranges on a tree in Haiti you may
know that they are bitter. No sweet

orange ever gets that color on the tree.

Gardens must be constantly watched.

A Belgian told me that on a banana
plantation of his compatriots they got

no bananas until several natives op-

portunely died. The peasant leaving

his cabin unguarded must bury or

carry with him all his possessions, and
even then he fears to find the doors

stolen on his return. In town every-

thing must be taken off the porch at

night and locked up if it is desired to

keep it.

I do not mean to imply that all

Haitians are thieves but enough to

make property somewhat of a nuisance.

There is no danger of your automobile's

being stolen, for it cannot be hidden,

but it may be used without your knowl-

edge. One friend of mine was ordered

to pay $1,000 for injury done to a
woman by his chauffeur, when at the

time he had supposed the car was
standing in front of his place of business.

Such an attitude towards property is a

serious handicap to development.

Education. The common statement

in Haiti is that from 95 to 97 per cent

of the population can neither read nor

write. A prominent European resi-

dent in Port-au-Prince told me that one

day he stopjjed on the street and pre-

tended to be unable to see the hands

on the large clock above. He asked

passers-by and not until he had reached

the seventeenth, a boy of ten, did he
find anyone who could tell him the cor-

rect time. The Americans have found

teachers who could not sign their

names or add sums of money up to

thirty gourdes; music teachers, who
knew no music and could play no instru-

ment. Here too was graft. Rent was
paid for school buildings burned years

before; salary to a teacher who ad-

mitted not having entered the building

in years. Although on paper there is

a complete system of schools in the

country with attendance obligatory

and tuition free, there are no publicly-

owned buildings. The schools are

scheduled to open in October and close

in July. On pai>er, there are some 900

schools but the enrollment is admit-

tedly only about 40,000, and an Amer-
ican who studied them carefully stated

that in 1920 the actual attendance was
not more than thirty per cent of this

niunber, say 14,000, with as many
more, perhaps, in the schools under

the charge of the French Fathers and
Sisters. This same investigator re-

ported some 1,300 teachers on the list,

the average salary paid primary teach-

ers being about $7 a month, the actual

payments ranging from $4 to $15.

Some of the town schools are pretty

good, although there is a feeling that
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they have sufiFered in recent years. It

is admitted that the church schools are

, by all means the best. The average

attendance in the public schools seems

to be about ten pupils to each teacher.

In Port-au-Prince with a population

of 100,000 there are not more than

7,000 pupils.

The condition is deplorable and the

worst aspect of it to me is not the pov-

erty of teaching material or the in-

tibiUty with present income to pay
living wages or extend the system.

But I could find few indications of a

genuine and widespread belief in public

education. There are highly trained

and able men who have come up from
the public schools, yet those in power
are only too willing to tell the people

that they will do the thinking for them,

an attitude not unknown even in

America. What I mean is that until

the dominant group see that they and
their country are held back by the ig-

norance of the masses there is not

likely to be a great movement in favor

of public education unless some out-

side stimulus is supplied. Many peo-

ple now favor the extension of educa-

tion who do not see any way to get it.

So much for the Haitians as they are.

Let us now consider the use made of

the country, and its future possibilities.

Ports. There are twelve ports open
for foreign commerce. Of these only

Port-au-Prince is equipped with a

wharf. At the rest, lighters are nec-

essary. Some of the ports are practi-

cally open roadsteads, dangerous at

times. There are two lighthouses, one
at Mole St. Nicholas, the other at

Port-au-Prince. As vessels are for-

bidden to enter or leave before sun-

rise or after sunset without special per-

mission, this second light has little

utility.

Railroads. There exist several

stretches of what will be a through
road from Cape Haitien to Port-au-

Prince which, when completed, will

open up part of the interior. At present

the road borders the ocean most of the

way and was constructed primarily for

military purposes. The line from Cape
Haitien runs south some twenty-four

miles to Bahon and handles some local

business. The second line in the vi-

cinity of Port-au-Prince handles a cer-

tain amount of passenger traffic to

Leogane but is primsyily a cane-carry-

ing road. The future of railroads in

such a rough country is very problem-

atical. A short branch serves as a

street car line in the Capital.

Roads and Other Communications.

Much headway has been made in re-

cent years but there is great need of

roads into the interior, as for instance,

the upper Artibonite valley. Some
system of trails in the hills, modelled

perhaps on that in the Philippines,

would be of great value for the bulk

of the produce is carried on animals.

There are thousands of trails now but

they are usually in bad condition.

The larger towns have telephone

systems and the country is fairly well

provided with telegraph and postal

service. There is cable connection

with Europe and America and inade-

quate wireless service. Information

spreads rapidly from mouth to mouth.

Military men tell me that they never

make a patrol or inspection without

finding themselves expected at the des-

tination.

Steamer Service. Regular passenger

service from most of the ports to 'and

from New York is maintained by the

Panama line while the French line has

a direct steamer to Europe about once

a month. A Dutch line has regular

cargo boats for Europe. There are

many sailing boats about the coast and
more or less i-egular connections to

Santiago, Cuba.
Commerce. The chief exports of

Haiti are coffee, cotton, cocoa, sugar
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and dye woods. The chief imports are

foodstuffs, cloth, iron and steel, and
soap. The figures on main articles

for the year ending September 30, 1919,

are as follows:

Imports

Wheat Flour $2,708,77£

Rice 1,123,658

Meat 191,847

Other foods 1.384,934

Soap 839,756

Cloth 4,789,814

Iron and Steel 731,227

Tobacco 381,844

Liquor, beer and other beverages

.

129,212

Automobiles 70,996

Agricultural implements 32,003

Total $17,117,608

Exports

Coffee $16,407,233

Cotton (incl. seed) 1,933,576

Cocoa 648,395

Logwood 578,698

Sugar 506,959

Goat skins 369,959

Hides 149,992

Honey 260,565

Castor Beans 231,453

Lignum Vitae 70,825

Mahogany 4,436

TaUd $21,460,044

The three chief ports for imports

are Port-au-Prince ($9,597,499), Cape
Haitien ($2,301,909), Cayes ($1,469,-

278) or $13,318,687 of the total; for

exports, Port-au-Prince ($7,450,599),

Jacmel ($3,256,580) and Cape Haitien

($2,933,689). In 1919 ninety-three

per cent of the imports were from the

United States, while of the exports

forty-four per cent went to the United

States and fifty-two per cent to France,

To some extent this is slu indication of

war-time conditions, for Haiti has pre-

ferred to trade with France, but in part

it is an index of a growing dependence

on the United States.

Industries. There are thousands of

little booths along the roadsides and

of small shops of all sorts in the towns,

and there are many tailors and shoe-

makers. "Big business" is largely in

the hands of foreigners. At an early

period the French seem to have been

dominant; in later years, prior to the

World War, the control had passed to

the Germans. Germans had built the

wharf at Port-au-Prince and one of the

railroads. These have passed into

American hands, nominally at least.

American concessionaires had built the

other railroad. There were no other

American enterprises in the country

of any importance. In recent years

a plantation company has invested

about $1,250,000, chiefly in the St.

Michel Valley. There is a small fac-

tory for the extraction of dyes near

Cape Haitien and in 1921 a company
was formed to grow and can pineapples,

also at Cape Haitien. Several Ameri-

cans have entered business in various

towns. There is a cigaret factory at

Port-au-Prince. The City National

Bank has purchased the Banque Na-
tionale and become the strongest finan-

cial undertaking in the coxmtry. The
American Foreign Banking Corpora-

tion tried to get a foothold but found

business unprofitable and withdrew

in 1921. The Royal Bank of Can-
ada, a strong institution, has several

branches in Haiti.

Poverty. From what has been said

it must be evident that the Haitians

are poor. This is perhaps the first

strong impression the visitor gets.

Only a poor people will work for twenty

cents a day, the prevailing wage today.

Only himgry people will pick and de-

liver coffee for three cents a pound,

which is all the peasants got in 1921.

One can even understand the reply of

the President in days gone by when
complaint was made to him that the

Haitian coffee brought a low price in

Europe because it was so dirty and full

of stones: "But we get three cents a
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pound export duty, stones and all, do

we not, even though you say that one-

third is stones?" "Yes." "Then let

the old law stand. " Need Haiti be so

poor.'*

Agricultural Possibilities. In spite

of the dense population of Haiti which

is now beginning to overflow into the

Dominican Republic, the soil can be

made to produce much more than it

does today. The hillsides where the

rainfall is adequate might be covered

with valuable woods and with fruit

trees yielding far greater returns to the

cultivator than do the few vegetables

he grows today. The wonderful moun-
tain scenery, only a few days from New
York, might be made very attractive

to those seeking to escape our cold

winters. The plains have great pos-

sibilities which are unreahzed today

for their soil is rich. The production

of sugar, cacao, etc., is only a small

fraction of what it might be. Let ils

examine them a bit.

One who rides out to Cape Haitien

over the plain of the North which

stretches from the ocean back to the

hills, on one of the highest of which

are perched the ruins of the famous
"Citadel," will find some 70,000 acres

of level land. The soil is of humus and
black clay to a depth of twelve to four-

teen inches, with subsoil of mixed clay

and sand to the water-table at ten feet.

There are no stony outcrops. The
soil is suitable for cane, pineapples, etc.

Yet today it is largely overgrown with

woods. Agriculture is possible with-

out irrigation but there are three small

streams flowing through the plain.

Everywhere the tourist sees ruins of

old gateways and stone walls encir-

cling acres of land. He rides down a

muddy path in the centre of what was
once a wide avenue. He crosses brick

culverts built perhaps one hundred and
fifty years ago. Before long he real-

izes that this must at one time have

been a garden spot, and such it was, for

here was the centre of the old French

culture and from here went enormous
quantities of sugar, 24,000 tons in 1796.

Probably there are not more than 500

acres of cane here now and practically

none has been grown for a century.

The second plain is on the west

coast, the Artibonite, between Go-
naives and St. Marc with some 20,000

acres of level land. Here the country

looks like Arizona. The Artibonite

twenty-five miles from the mouth is

running about a billion gallons of water

every twenty-four hours, entirely un-

used. Here the problem is difficult

for the Artibonite will be hard to dam.
It is here the French once installed

what appear to have been the first

steam pumps in the new world and I

am told their remains are still to be

found.

About seventeen miles north of

Port-au-Prince, the plain of "Arcahaie"

stretches some twenty miles along the

coast with a width of from two to five

miles, some 30,000 acres. This has

been under cultivation for a century.

There are now some 5,000 acres of cane,

8,000 of plantains and 3,000 of minor

fruits. The soil is easily worked but

is depleted. There are five small ^

streams, four of which were used by
the French for irrigation. The works

have not been kept up.

Just between Port-au-Prince and
Lake Saumatre lies the plain known as

the " Cul-de-Sac, " containing some 96,-

000 acres of which 70,000 are adapted

to cane, the balance being mostly

low marshes of which 10,000 acres are

valuable for pasture in dry seasons.

This was entirely cultivated by the

French but today 30,000 acres are

wooded. By the proper development

of irrigation projects, for the rainfall

is inadequate here, it is believed that

1,260,000 tons of cane couldbe grownon
this plain. Just west of Port-au-Prince
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is tlie little plain of " Carrefour " of 1,700

acres, 1,200 suitable for cane. Tliree

thousand tons of cane is the estimate

of possible production.

A little further west is the plain of

"Leogane" with dark rich soil which
reminds one of the Mississippi Valley.

It contains some 20,000 acres, all good
cane ground, with an estimated possi-

bihty of 350,000 tons. There is a
good deal of cane here but it does not

seem to be well cared for, the produc-

tion seeming to average about ten tons

an acre.

On the south shore is the plain of

"Cayes," rich soil of some 150,000

acres of which perhaps 10,000 are now
in cane. Here the rainfall is some
seventy-five inches and irrigation is un-

necessary. Within sight of the town of

Cayes is the little island. He de Vache,

with a central plain of some 8,000 acres

on part of which cane might be grown,

though it is used for grazing land today.

The French in 1791 with 792 mills

produced 163,500,000 pounds of sugar.

From the revolution down to 1919 no
sugar was exported. In the year 1919-

20, 8,798,877 pounds were exported

—

the product of one American-owned
mill.

Haiti's Need. This summary in-

dicates that there are great opportuni-

ties in Haiti, if. Now what is this " if" ?

Primarily, stable government. This

is, of course, not the sole factor, but it

is one great fundamental which Haiti

has lacked. So far as I can learn, it

has never been the practice for either

Haitians or foreigners to invest their

capital in Haiti in any enterprise not

under their immediate control. In

large measure this has been due to the

many uncertainties surrounding prop-

erty. If there is to be a solid and
substantial development in Haiti some
way must be found to induce the

residents to make investments at home
and thus to gain a personal interest

in the use of the land, the organization

of the markets, and all the other essen-

tials of communal welfare.

CHAPTER II

The Military Intervention

ALTHOUGH the United States had
always respected and upheld the

independence of Haiti, it became in-

creasingly worried over the situation

after 1900. Sam, Alexis and Simon
were overthrown and exiled; Leconte
was blown up with the palace; Auguste
was poisoned; Oreste and Zamor were
exiled and the latter killed on his

return—all between 1900 and 1915

when Guillaume was killed. Haiti was
heavily indebted to French and Ger-

man bondholders, and, to a lesser ex-

tent,* to English. These countries

were beginning to send representatives

with reference to collection and once

or twice money had been collected by
force. Moreover after 1912, there came
to the State Department evidence

that Germany was talking to Haiti

about a loan of $2,000,000 to be se-

cured by certain port rights, control of

customs, and rights in a coaling station

at Mole St. Nicholas. All of this

seems to have happened without the

knowledge of the American Minister

to Haiti, a man who had had no
previous diplomatic experience. Ger-

many denied the charge but added to

her denial made in 1914, the state-
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ment: "The German Government has

jomed with other Em*opean govern-

ments in representing to Washington
that the interests of European coun-

tries in Haiti are so large that no
scheme of reorganization or control can

be regarded as acceptable unless it is

undertaken under international aus-

pices." This challenge to the Monroe
Doctrine could not be ignored. More-
over the incessant revolutions in Haiti

were producing a state of anarchy.

During the six months' rule of Zamor
in 1914 it was rumored in Haiti that

Washington was negotiating with him
and the report was used against him.

In October, 1914, the Haitian Senate

passed the following resolution: "The
Senate, after hearing the denial of the

Secretary of State for Foreign Affairs,

of the existence of negotiations be-

tween the National Administration

and the government of the United

States, declares its satisfaction with

his explanation and condemns any
kind of treaty." On November 7,

1914, Theodore replaced Zamor as

president, and early in December the

American Mim'ster (then Mr. Bailly-

Blanchard, who for a generation had
been secretary of our legation in Paris

and knew French perfectly) made cer-

tain proposals with reference to the

control of the custom houses and on
December 10, 1914, submitted a proj-

ect for a convention. On December
15 this was peremptorily refused and
the matter was dropped with the

statement that the United States "was
actuated entirely by a disinterested

desire to give assiBtance."

By March, 1915, Vilbrun Guillaume

Sam was president of Haiti and a com-
mission of two men from Washington
arrived, claiming to be agents of Presi-

dent Wilson. Their powers were chal-

lenged and they soon left. In May,
Mr. Paul Fuller, Jr., was sent to Haiti

with the title of Envoy Extraordinary.

On May 22 he submitted a proposal

covering the following points:

(1) The United States will protect

Haiti against all foreign attack.

(2) The United States will assist

Haiti to suppress insurrection by the

use of all forces needed.

(3) Haiti agrees not to sell or lease

Mole St. Nicholas in any way to any
foreign government or the nationals

thereof.

(4) Haiti agrees to enter into arbi-

tration agreement for settlement of

foreign claims.

To this the Haitian Government re-

plied on June 4, 1915, accepting clauses

1, 3, 4, and adding a fifth to the effect

that in case of disagreement with ref-

erence to this convention the difficulty

should be submitted to the Hague.
Clause 2 was changed to read that the

United States would facilitate the en-

trance of capital to Haiti for business

purposes, would aid in unifying the

debt, in modifying custom guaranties,

and in establishing monetary reforms.

To accomplish these ends Haiti would
employ only trustworthy men in the

customs' service and would organize a

rm^al mounted constabulary. If neces-

sary, after consultation between the

two governments, American troops

might be employed to suppress in-

surrection in Haiti to "be retired from
Haitian territory at the first request

of constitutional authority." After ex-

change of notes Mr. Fuller left on
June 5 and further discussion was pre-

vented by another revolution.

Arrival of the Marines. Cape Haitien

being threatened by a revolutionary

army, marines were landed on June 15,

1915, from the French cruiser, Des-

cartes, of the allied patrol fleet. This

action forced the hands of the United

States, which seems to have had no
thought, let alone plan, of active in-

tervention. In July, American marines

landed in Cape Haitien from U. S. S.
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WashiTigton and U. S. S. Eagle. The
latter was left at the Cape, and on July

26, 1915, the Washington sailed for

Port-au-Prince. The next day 160 or

more political prisoners, including

members of many prominent families,

were murdered by order of the presi-

dent, who took refuge in the French
legation. The official immediately re-

sponsible for the massacre was taken

from the Dominican legation and killed.

The English and French representa-

tives cabled for warships. On July 28

the president was dragged from the

French legation and cut to pieces.

Rear Admiral Caperton at once landed

marines from the Washington and
U. S. S. Jason was ordered to bring all

available men from Guantanamo. Pos-

session of the city was taken wath little

opposition. On July 30 the French

cruiser, Descartes, arrived and landed

a legation guard. On August 12

Dartiguenave was elected president.

On August 16, at the request of the

State Department, Admiral Caperton
was ordered to take charge of the cus-

tom houses and to use the receipts for

organizing a constabulary, for public

works, for the aid of discharged soldiers

and relief of the starving populace, and
for the support of the Dartiguenave

government. This was done against

the protests of the Haitian Govern-
ment.

A large part of the people were well

. pleased with the advent of the Amer-
icans, but many politicians who saw
their plans checkmated were, and
have continued to be, antagonistic.

Bands of "cacos," the local term for

revolutionary bandits, which also in-

cluded all sorts of lawless and criminal

gentrj', roamed the hills and oflFered

opposition to the Americans wherever

possible. It should not be forgotten

that these men lived by theft and rob-

bery, ^s a rule doing no work, and that

the poor peasants of the hills have

suffered the most through loss of stock

and crops. In some sections practi-

cally all the domestic animals were
killed or stolen. The suppression of

these bandits was a slow process and
the last of the bands was not broken up
till the summer of 1921. These trou-

bles have all been in the north central

and eastern sections of the country;

the whole southwestern peninsida has
been quiet almost from the first.

In attempting to judge of what has
been accomplished certain factsmust be
kept in mind. Here is a country where
a small number of intelligent, edu-
cated and sometimes unscrupulous men
control a great mass of ignorant peas-

ants. It is a country where the tradi-

tion of having overthrown the flower

of the French army still survives and
where orators still boast of their ability

to overcome any invader, a land where
the simple peasants stiU believe that

they can be rendered immune from
bullets by charms. The caco leader,

Benoit, carried a book of charms with
him and yet evidently was a bit skep-

tical for when urged, only a couple of

days before his death, to surrender,

he said he did not dare to for his

followers would kill him if he admitted
his inability to win out. Given the

conditions of the country which make
life easy and capture difficult it is clear

that the suppression of opposition is

difficult. So the Haitian presidents

have always found.

The fact is, then, that a large per-

centage of leading Haitians were thor-

oughly despondent over the situation

and were ready to»welcome any force

that promised to give them peace and
order. They fully expected that the

Americans would take complete con-

trol and work order out of chaos. In

fact they expected the impossible.

When, for reasons we shall consider

elsewhere, the new day did not come
promptly and in all its glory, they lost



Haiti 137

faith both in the ability and the sin-

cerity of the Americans. There were

plenty of persons shrewd enough to

capitaUze this natural reaction to their

own advantage and to foment an an-

tagonism which is by no means as great

as it appears. Let us now return to

the main course of events as they affect

the military forces.

The Corvee System. Within a year

from the arrival of the marines the

country was quiet save for sporadic

outbreaks of cacos, and the year 1917

was relatively uneventful. In the

effort to suppress these bandits one of

the greatest diflBculties was presented

by the lack of roads. General Butler,

in 1917, revived a law, dating from

1865, requiring citizens to work on lo-

cal roads and thus initiated the corvee

system. The execution of this law

and the general supervision of the road-

work was turned over to the Gendar-

merie. Prominent American residents

of Haiti have told me that they advised

against this system but were met with

the answer that it was a military ne-

cessity. At first there was little opposi-

tion. The communities were glad to

have roads and cooperated. Soon, how-
ever, discontent arose. Instead ofwork-

ing near their homes, men were being

taken, sometimes driven manacled
under charge of Haitian gendarmes,

several days' journey on foot from their

homes. It is alleged that in some
places no shelters were provided. The
Americans made provision for food

but later it was discovered that the

natives in charge did not give it to

the men or did not turn over more
than a small part of the money allot-

ted for food. In practice, too, the local

head, known as the "Chef de Section,

"

whenever called on for men sent whom
he pleased, even destroying the cards

showing that given individuals had
done their share. He thus favored

his friends and punished his enemies.

Some individuals worked two or three

months instead of the two weeks
theoretically required. Many, natu-

rally enough, took to the hills.

In other c^ses the mistaken zeal of

Americans fomented opposition. An
American tells me that one day he was
riding with a major and a lieutenant.

The major criticised the lieutenant be-

cause the men were not working on
the roads. The latter repUed that it

was the planting season and that he

had given the men two weeks on their

promise to return at the end of that

time to the road work. The major ob-

jected, saying that he would be held

to blame, and insisted that the men be

called out at once. The lieutenant

refused to break his promise and so

was transferred and replaced. This

was the beginning of trouble in that

neighborhood.

Where the men were tactfully han-

dled and fairly treated, different results

were secured. Captain B who had
charge of the section between St. Marc
and Pilboro Mountain not only finished

it but, when ordered to go on to the

next section, carried some 800 men as

volunteers with him. He managed
things so that each gang of thirty men
had a cook. A regular diet with meat
once a day was provided and the men
were paid two gourdes (40c) a week.

Captain B lived with the men and
was the only white man with them.

He had as high as 8,000 men working

under him. The men worked about

ten hours a day, work stopping at noon

on Saturdays. In the south near

Cayes the work was so managed that

local merchants contributed consider-

able money and after the stop order

was issued there was a petition that

the work be continued. Elsewhere

there seems to have been some graft

by gendarmes and local oflacials who
let men off on payment of bribes.

It was not the system itself, then.
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but the way it was handled that seems
to have been at fault. As one priest

put it, the worst feature was that it

gave the unscrupulous leader the

chance to tell the natives that the

whites were trying to reintroduce

slavery, and that it made the men
afraid to come to the towns lest they

be seized. So great was the outcry

that it was stopped on October 1, 1918.

At this time there were no marines

in the interior and the commander of

the north either permitted or ordered

the corvee continued in the Hinche-
Maissade district. The facts were dis-

covered by chance, the corvee stopped
and the court-martial of thecommander
advised, but in some way he seems to

have escaped. I was told by that

in his presence (General called this

man a murderer and a liar and unfit to

be in the service but added that for

the good name of the Marine Corps he
would have him transferred. When
it became known that the corvee had
been ordered stopped, the antagonism
against its continuance is easily under-

stood. Well-informed men have told

me that it would have been an easy

matter to have got all the men needed
for a small payment and that the total

cost to the United States would have
been vastly less than that of the sup-

pression of the rebellion which was oc-

casioned, though not wholly caused,

by the system. In my opinion this was
the greatest mistake made by the Ma-
rine Corps in Haiti. It should be
added that the law itself has not been
repealed and that American officers

since have been able to get much work
done on local roads by appealing to

local pride and self-interest.

After January 1, 1919, there was a

great increase in caco activity which

compelled the establishment of garri-

sons of marine in the interior, the con-

stant patrolling of the country and
many armed encounters with consid-

erable loss of life. It happened, of

course, that the men fomenting this

activity, and to some extent directing

it, supplying arms and ammunition at

times, etc., were safe and sound in

Port-au-Prince and the Cape. The
number of marines in the country was
increased from about one thousand

to over two thousand and has since

been kept at the latter figm-e. After

the foolish and futile attack on Port-au-

Prince early in 1920, when the leaders

seem to have expected a mass uprising

of the people, organized warfare de-

creased and it became a problem of

protecting isolated hamlets against

the attack of cacos for, I repeat, the

chief sufferers have been the Haitian

peasants. Patrols are now maintained

largely to give confidence to the people,

for the bandits are gone. So quiet and
law-abiding are the people that I

would not hesitate to go anywhere in

Haiti at any time and unarmed. It

may be said, then, that at the present

time there is no military problem what-

ever in Haiti, but there is and will con-

tinue to be a police problem. It should

not be forgotten, however, that only

the presence of the marines makes pos- ^

sible the continuance in office of the

president and the peaceful functioning

of the government. In this connection,

let me add that the bills for the Marine
Corps are all being paid by the citizens v

of the United States, not, as many^fl
Haitians believe, and as some Ameri-^
can writers have intimated, by the

Haitian Government.
Gendarmerie. One of the first efforts

of the Marine Corps was to establish arS
Gendarmerie of Haitians, officered at

first by Americans with the plan of

gradually replacing these by compe-

tent Haitians. On July 1, 1921, there

were 2,532 gendarmes officered by 1<

Haitians and 122 Americans. Four

of the Haitians were first lieutenants

and it was expected that three othersJ
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would soon be advanced to that rank.

Privates in the Gendarmerie are paid

$10 per month; corporals, $15; ser-

geants, $20; first sergeants, $25; all in

addition to 15c a day allowance for

rations and lodging. The total cost to

the country per year is upwards of

$1,000,000. The Americans are drawn
almost exclusively from the Marine
Corps. To secure good men and hold

them it is provided that in addition

to their pay from the United States,

the Haitian Government should add
sums which run from $250 per month
for colonels, $150 for captains, to $39
for second lieutenants. The United
States Congress passed a special act to

allow the men to accept this service.

An officer, providing his own car, as

many do, is allowed thirty gallons of

gas a month and may bring his car in

duty free, but has to pay this duty if

he sells the car outside of service ranks.

As a rule a man occupies one rank
higher in the Gendarmerie than he
holds in the Marine Corps. This force

is scattered in all the communities and
rural districts of the country. It is

uniformed, the suits being made in the

prisons, and is the police force of the

nation replacing the old army which
was disbanded at the time of the Oc-
cupation. It gives great promise of

future usefulness.

The Haitians complain that the pay
given them is so small that the best

grade of men will not enlist and that

many cacos and other unfit men are

enrolled; also that many incompe-
tent Americans have been appointed.

There is a measm-e of truth in the
claims. Yet the pay is not small judged
by Haitian resources and compares
favorably with that available elsewhere.

Many mistakes in appointments have
been made but there is a steady weed-
ing out of the unfit. Promotions of

Haitians have been slower than many
of the American organizers had ex-

pected, but, on the other hand, it has

been hard to find Haitians whose stand-

ards approached those expected by the

Americans. It will take a long time

to dislodge the belief that office is to

be made a source of personal revenue,

and it is difficult to prevent abuse of

power. Some of the marines advanced
from the ranks to become lieutenants

in the Gendarmerie lacked the neces-

sary tact and executive capacity and
some of the commissioned men lacked

the proper personality. Again some
curious errors have been made in

Washington. I recall that one captain

in the Gendarmerie with a long service

record in the Marine Corps, who had
been a splendid success and received

high praise from his commanding
officers, was reduced to the ranks and
practically driven out of service by the

"plucking board" at Washington,

while a lieutenant imder him, who
chanced to have been sent to France

while the captain was kept in Haiti,

was given a permanent berth.

On the whole, my impressions of the

Americans are very favorable. While

there are a few sinecures for the men in

a couple of large towns the average

officer in little rural communities, living

in what we would call a shack, isolated

from all white society and deprived of

all opportimities for amusement, de-

serves great credit for his work. Such
men are often petty kings and it is to

be expected that they fail at times.

The evident esteem paid most of them
by the natives and the answer one gets

if he suggests replacing them by na-

tive officers, is sufficient reply to the

criticisms. It will be a long time be-

fore they can be replaced to advantage.

At first the Gendarmerie had various

duties but now it is almost wholly

limited to police work. The danger

that I see is that it may be thought of

as a military force whereas it should be

a civil force comparable to the mounted
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police of Pennsylvania and under ciril

control.

Prisons. Great complaint has been

made of the prisons which are under

the control of the Gendarmerie. I

visited most of them and found them
about the cleanest buildings on the

island. As buildings they are not

very satisfactory but no just complaint

can be made as to the way they are

kept. Every reliable witness I saw
says that they are vastly better now
than in the old days. Formerly

though the government was supposed

to allow ten cents a day for food, little

of the money ever reached the prison-

ers who depended on their families

or on alms for practically all they had.

The prisons are said to have been ex-

tremely filthy as well. The total

prison population averages about 2,000

a day. In May, 1921, there were

4,179 inmates. During the year 1920

there were 30,393 prisoners and 1,497

deaths. During the first six months
of 1921 there were 9,842 prisoners ad-

mitted and 229 deaths. I examined
the charts of prison population and
found an average of from 40 to 50

deaths a month; but during the sum-
mers of 1919 and 1920 the deaths rose

to about 68 a month. The chief causes

of death were tuberculosis, prison edena

(probably beri-beri), pneumonia and
smallpox. The epidemic of edena had
given the officials grave concern.

Though the diet was known to be ade-

quate it was modified and the officials

hoped the problem was solved. When
one sees the condition of inmates on
arrival he does not wonder at a high

death rate. I am fairly familiar with

institution problems and have no criti-

cism to offer of the way in which the

prisons are conducted. The inmates

are better cared for than are the great

mass of Haitian peasants.

Martial Law. Beginning September

3, 1915, martial law was proclaimed at

Port-au-Prince and was gradually ex-

tended to cover the country. Provost

courts were established and the press

prohibited from criticising the Haitian

Government or the Occupation. It

was the intention of the Occupation to

interfere as little as possible with local

institutions but it felt it could not trust

the courts. As a matter of fact the

provost courts seem to have awakened
little antagonism though there is some
criticism that their sentences were se-

vere. The Occupation issued an order

that no rum was to be sold to marines.

This order was, and is, frequently dis-

regarded. In November, 1919, some
marines sent a Haitian boy to the store

of one Mangones, to buy rum for them.

Mangones sold the rum and was sen-

tenced to six months' imprisonment at

hard labor. He claimed not to know
for whom it was intended and is said

to have secured his release through the

intervention of the French consul. On
September 15, 1920, the provost courts

were ordered to sit "only for trial of

offenses that are beyond doubt inim-

ical to the United States or a viola-

tion of custom laws. " That there was
some reason for the earlier doubt was
shown in the spring of 1921 when a

native court freed a customs collector

at Ouanaminte who had stolen some
$5,000.

Freedom of the Press. In pre-Occupa-

tion days no paper dared criticize the

government unless it could get ample
protection and editors were often ar-

rested and papers seized. The estab-

Ushment of a censorship, therefore, had
little real effect on their activities but

it gave a chance for an argument that

might appeal to Americans at home.

The star case was the arrest and im-

prisonment of Henri Chauvet, the

editor of Le NouveUiste, the most prom-
inent paper of Port-au-Prince, for pub-

lishing on November 22, 1918 an an-

nouncement of the impending recall

1

I

I
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of the financial adviser, Mr. Ruan.
This case was brought to the attention

of the State Department which upheld
the court. The amusing thing is that

the guess was true.

The fact is that M. Chauvet was
punished because he violated an ex-

i plicit order of the Occupation and in

such case we can hardly criticize the

court, whatever our opinion as to the

scope of the original order. Later on
the press restrictions were removed and
in 1921 there began a great campaign of

abuse and vilification of everything

American and of the Dartiguenave
government which would never have
been tolerated by any previous Haitian

regime. The president became much
alarmed for his own safety. It was
useless to take matters to the courts.

The best people and some of the editors

did not believe in it but were forced

to keep silent or go along lest they be
condemned as traitors. One of the

leading oflficials wrote:

You will readily understand the position

I have taken when you are made aware
that the majority of the judges being op-

posed to the existing state of things, the

government cannot, mitil the magistracy
has been reformed, obtain from them the

collaboration necessary to a good adminis-

\ tration of justice. From a spirit of con-

tradiction they will always condemn when
a case is before them if they believe that
those are the occasions in which they can
hurt the government or the Occupation.
In the same spirit, they, on the contrary,

acquit murderers and robbers under the
•pretext that the prison regime is too severe

under the control of the Gendarmerie,
meaning in reality under the control of the
Occupation.

On May 26, 1921 the following order

was issued:

While the freedom of the press and of

speech are practically unrestricted, articles

or speeches that are of an incendiary nature
or reflect adversely upon the United States
forces in Haiti, or tend to stir up an agita-

10

tion against the United States oflScials who
are aiding and supporting the constitutional

government of Haiti, or articles or speeches

attacking the President of Haiti or the

Haitian Government are prohibited and
offenders against this order will be brought
to trial before a mihtary tribxmal.

For this action the commanding
officer was thanked by the Hai-
tian president. This was immediately

tested by one of the papers which pub-
lished an article with damaging words
replaced by blanks. The editor was
arrested and his lawyer tried to con-

vince the court that only the Lord
himself could know what the blanks

represented. The court thought other-
wise and a small penalty was imposed
as a warning.

Public Works. Another source of

irritation in connection with the Oc-
cupation was the taking over by the

military officials of most of the public

works, which remained in their hands
practically till the end of 1917. Even
after civilian Americans had been ap-

pointed in accordance with the Con-
vention there was seemingly great un-

willingness to turn over the control.

It is difficult for the civilian to get at

the exact situation which led to some
of these moves or to pass judgment
upon their wisdom. Beyond doubt
they caused considerable irritation.

For instance, 'the control of the ice-

plant at Port-au-Prince, a German-
owned enterprise, was taken over and
as there was a shortage of ammonia
during the War, all the ice for a time
was taken for the hospitals, etc., and
for the Occupation. Thus officers'

families were supplied while American
civilians as well as Haitians went with-

out.

It was the Occupation as well which
forced Haiti to take action against

Germany and to sequester Grerman
property. That there was some reason

for this action is clear when we remem-
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ber that the Germans had large con-

trol over the business interests of the

country. The point I wish to make is

that such action would probably not

have been taken by the Haitians, into

whose prominent families many of tlie

Germans had married.

The Marine Corps. A word is needed

as to the persomiel of the Marine
Corps. The old standards of the Corp
were high, both as regards men and
oflScers. At first the Haitian clubs

were opened to the officers, who at-

tended the balls and parties, danced
with the girls, and to all appearances

enjoyed themselves. When the fami-

lies, prohibited at first, began to arrive,

not only did an American social group

grow up, centering in the American
Club, but a line of social cleavage was
created because of the color prejudice.

It must be confessed that not all of the

Americans treated the natives with

due respect and this attitude was re-

sented, naturally enough. Moreover,
it was galling to the Haitians to see

Americans who had never had a ser-

vant at home putting on airs, raising

the price of house rents by bidding for

desirable houses, riding in automobiles

on which they paid no duty and burn-

ing gas which they could buy at a

little over twenty cents a gallon, while

the civilian, native or foreign, was pay-

ing from seventy to eighty. Unfortu-

nately, drunkenness was not unknown
even on the part of high officials and
their wives, while local standards were
shocked by the sight of women in auto-

mobiles smoking in public. Although
such things were infrequent, every in-

cident was told and retold and helped

to confirm the suspicion that little

help could be exp)ected.

While I saw no American official in

the Cercle Bellevue in Port-au-Prince,

at Cape Haitien the earlier relations

existed in large measure. During the

War, with the necessity of sending men

to France, many privates were made
officers, particularly in the Gendar*
mcrie. This caused much complaint,

whatever the merits thereof. With
the close of the War there came the en*

listment of a group of young boys of

decidedly inferior type to the older

men. Both officers and older men
commented on this and criticized the

Washington government for sending

such material to Haiti. This group is

being weeded out and the later arrivals

are of better stamp. It gives me pleas-

ure to add that with very few excep-

tions I was very much pleased with the

men I met, both officers and enlisted

men.
To complete the picture I should add I

a word as to the location of the marines. ^
Headquarters are at Port-au-Prince

and here is stationed the largest body
of men. There is a training camp at

Mirabelais, thirty-two miles to the

northeast, a camp at Las Cahobas,

seventeen miles to the east, twenty
miles north another company at Thom-
mone. Further north companies are

found at Hinche and Maissade, while

the headquarters of the north are at

Cape Haitien. In this way a large

percentage of the men are kept out of

the big cities and the average Haitian

sees few marines save those with the

Gendarmerie.

Atrocities. It has been necessary to

give this outline of the history and
policies of the Marine Corps before

considering the charges of cruelty

brought against the marines. There
is no charge that any policy of deliber-

ate cruelty has been adopted. All

complaints are against individuals.

Rumor is common; evidence is rare.

The cases fall into several more or less

clearly distinct types:

1. Drunkenness and accompanying
disorders. Relatively common. The
Commanding Officer told me that 90

per cent of his troubles with the men
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were due to alcohol. Such disturbances

have seldom been the cause of much
actual abuse, but have led to fights.

iln some cases natives unwilling to

furnish alcohol have been threatened

by marines with guns. One such case

came under my personal observation.

In this, as in most others where facts

became known, the guilty party was
summarily and severely punished.

^1 2. Sexual Assaults. Such have been
^^'perpetrated just as they were in France

by Americans as well as by Germans.
I chanced to be present when the first

complaint in a case of rape of a young
girl of ten or eleven was presented.

In this case the man was proved guilty,

later admitted guilt and pleaded in-

sanity: he was sentenced to fifty-one

years imprisonment on the combined
counts. Severe punishment has al-

ways been meted out to such offenders.

3. Third degree methods to secure

evidence. Admitted. The third de-

gree is far from unknown either in

Europe or America. To a considerable

.

extent it must be admitted as justifi-

able under field conditions. That it can
be abused and doubtless has been is evi-

dent, but it cannot be judged by parlor

standards. It is amusing to find one
American civilian taken on a patrol

in Haiti becoming so exasperated at the

obvious lies of a woman that he urged

the ofl&cer in charge to more severe

measures and then came home to write

up the incident as an illustration of the

cruelty of the marines, forgetting to

tell his own part in the performance.

Where life is involved human passions

run high.

4. Deliberate striking, shooting, etc.,

of escaping prisoners and others.

Such things seem to have occurred in

some cases. Let a couple of illustra-

tions suflSce: A white man riding one
day with Captain saw him spur

his horse between two women on way
to market, knocking them down and

scattering their wares over the road.

Then he rode off laughing. It is not

surprising to find this man one of the

six or seven officers generally accused

of being guilty of criminal attacks. An
American told me that an officer out

after cacos met five men at a certain

place, two of whom were in his, my
informant's, employ. He asked them
where the cacos were; through fear

or ignorance they failed to answer.

The officer then shot them all and on
his return reported that he had been

attacked by 150 cacos and had killed

5 of them. My informant may be

wrong but he is sincere in his belief.

I fear we must admit that such things

have happened. That is the belief

of the best informed men I have met
both in and out of the service, Haitians,

Americans and Europeans. As a mat-

ter of fact, much as we may regret it,

every well-informed man knows that

they are to be expected. The real

question is whether they were abnor-

mally common and whether, when
proved guilty, the offenders were pun-

ished. Prominent Haitians, French

priests and other reliable persons have

told me that these acts of cruelty were

extremely rare and that more oflfenses

would have occurred, by Haitians on
Haitians, had there been no interven-

tion. I fear that the emphasis laid^on

cruelty is because of the influence it may
have in the United States rather than

because of sympathy for the victims.

As regards the second point, I think

the officials did not let the Haitians

know the extent to which men were

punished for offenses. The Haitians

got the impression that guilty men
were shielded. This I do not believe

though it is possible that some cases

were not investigated with sufficient

care. I regret that more searching in-

quiry was not made in connection with

the few officers accused.

The marines themselves are to blame
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for some of the criticism heaped upon
tkem. A certain type of man likes to

brag of his exploits and of his wicked-

ness. There has been a lot of this

kind of thing where the basis of fact

was extremely small. Certain investi-

gators have been deceived in similar

fashion. Some ex-service men seem
to have tried to capitalize their alleged

repentance. As I went about the

country I tried to observe the attitude

of the natives towards the marines.

Nowhere did I detect signs of fear or

of desire for revenge. On the contrary

there was a feeling of respect, often of

friendliness.

On the whole I feel that the men in

the iVIarine Corps deserve our respect.

We are too ready to believe that they

change their character when away
from home and among people of dif-

ferent color. I am not trying to dodge
responsibility or shield crooks, but to

keep a balance in my verdict. We did

much for the boys in France but ab-

solutely nothing for those in Haiti.

The fact is that there were many more
acts of kindness than of cruelty. The
good things have not been advertised

to the world. Day after day I have
talked with oflacers and men who are

bending all their energies towards

helping the Haitians. I have seen

peasants going out of their way to call

on and bring presents to men who had
been stationed in their communities.

The opposition to the marines is not

all genuine and disinterested. The
thief and grafter do not like inter-

ference. I suspect that behind all

surface explanations lies the resent-

ment against the uniform, the sjTnbol

of an outside force preserving order, the

reflection upon the inability to control

self, which hurts the Haitian's self-es-

teem. Here is the crux of the situation.

CHAPTER III

The Civil Side of the Intervention

IMMEDIATELY after the election

of President Dartiguenave on Au-
gust 12, 1915, steps were taken to secure

a Convention which was signed in

Haiti, September 16, ratified by the

Chamber of Deputies, October 6, and
by the Senate, November 11, 1915.

Owing to delay in Washington the ex-

change of ratifications did not take

place till May 3, 1916. In the interim,

practical control of Haiti, of govern-

ment funds and of municipal adminis-

tration, was in the hands of the

Occupation. Since that time the func-

tions of the military have been reduced

until now it does little more than "sit

on the lid" and preserve order.

The Convention (which is printed

in fiill at the end of this chapter) es-

tablished a financial protectorate over

Haiti; it introduced a Financial Adviser

of rather unique powers inasmuch as

the Haitian Government agreed to put

his suggestions into efi"ect, and yet left

the questions as to whom he was imme-
diately responsible, and under what
conditions he might be removed, vague,

to say the least. m
TWs treaty met with much opposi- ^

tion in Haiti but attracted no attention

in the United States. Its intention is

evident from its text and was plainly

understood both by Haitians and
Americans. The Haitians were so de-

spondent over their situation and the

future seemed so dark that they were
willing to accept the help and protec-

tion of the United States, the sincerity

of whose intentions they did not ques-

tion, on any terms demanded. Natu-
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rally they Wanted as little interference

with the local government as possible.

It is also possible that they thought

that later they might evade some of the

promises made.
Subsequently some one, the military

authorities get the credit, felt that

control of telegraphs, telephones, light-

house service, and postal service should

be in American hands and a nasty dis-

pute arose. In August, 1916, it was
agreed that "the operation, manage-
ment and maintenance ofthe telegraphs

and telephones" should be put under

the charge of the engineers nominated
by the President of the Unites States.

There have been other difficulties over

the postal service and with reference to

pubUc education and control of munic-

ipal revenues.

The President. President Dartigue-

nave, taking office in August, 1915,

elected for a period of seven years, at

once found his position extremely diffi-

cult. He was desirous of pleasing the

Americans, yet jealous of the rights of

the Haitian Government. Many of the

steps he took are sharply condemned
as illegal by some Haitians, defended

by others. Putting the worst possible

construction on them, we find they are

exactly what all other Haitian presi-

dents have done. There has never

been a free and untrammelled expres-

sion of public opinion. The group with

longest purses and heaviest arms has

always won, and the wishes of the

governments have been accepted unless

the opponents were strong enough to

overthrow them. But rebels now had
to deal with the American marines and
the prospect was not alluring. Dar-
tiguenave then remodeled the govern-

ment somewhat. He proposed a new
constitution which was adopted by
popular vote and promulgated June
18, 1918.

The principal new features of this

constitution are the land law, men-

tioned elsewhere, and a special article

which ratifies the acts of the United

States Government during the Occupa-

tion; protectsHaitians from prosecution

because of obedience to the orders of

the Occupation; provides that acts of

the court martials shall not be subject

to revision, but without destroying the

right to pardon; and ratifies the acts of

the Haitian Government up to the

time of promulgation. This constitu-

tion was rejected by the chambers and
it is freely charged in Haiti that this

action was brought about by money
supplied by a few men with German
connections.

At the time there was no criticism

of the way the election of Dartiguenave

was managed but latterly it has become
the fashion to make all sorts of accusa-

tions against it. No proof has been

offered so far eis I know and the French

priests who would have known the

facts smile at the charges. Under
Dartiguenave, the chambers have been

dissolved and the government is carried

on by the executive with a council of

ministers. The President's enemies

make much of this. The truth seems to

be that Dartiguenave has done very

well in a very trying position. He is a

cultured man of long political experi-

ence. He has a keen appreciation of

the dignity of his position. At times

he has not been as strong perhaps as

desirable, but he has reason to fear for

his safety should any chance remove
the Americans.

The first of the treaty officials ar-

rived in Haiti in July, 1916. It is

impossible to try to trace the history

since in detail but a few points may be

mentioned.

Receiver General. The Receiver Gen-
eral deserves much credit for the work
of his office. His administration has

been honest and efficient. Smuggling,

avoidance of payment of customs,

etc., formerly prevalent, have been
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reduced to the vanishing point. He
has enforced the law without fear or

favor and has naturally made enemies.

He is handicjipped by having to ad-

minister an antiquated tariff schedule

which the government has refused to

change. Duties are figured in part in

American money, in jjart in Haitian,

both ad valorem and specific, and the

figuring of duties is involved and
tedious. The law requires absurd de-

tails as to invoices and fines for viola-

tion are frequent. He is criticized for

having introduced non-Haitains in too

great numbers. The business houses

criticize him for the stringent applica-

tion of the law in such fashion as to in-

crease immediate returns, perhaps, but

to check the futuredevelopment of busi-

ness. For instance the older custom
seems to have been to charge duties on
the basis of the metric pound of 500 gr.,

but the Receiver General states thai

the Haitian law prescribes the French
pound of 489.50 gr., and charges ac-

cordingly. It is claimed that his office

attempted to collect an extra duty

on the five-gallon gasolene containers,

asserting that they had a local market
value of 20c, also on glass tumblers in

which jellies were shipped.

Trade Handicaps. To show some of

the handicaps under which merchants

labor and to illustrate the need of

change in the laws, not to criticize the

present administration, I mention the

following:

On two American scales for weights

of 1,200 pounds the duty collected was
20 per cent ad valorem, or $33, where
the official schedule seems to call for a
fixed duty of $2.

Machines for agriculture or the

preparation of the products of the

country are duty free, but a merchant
was forced to pay on an engine for

running cotton press and coffee sorters

20 per cent ad valorem or $355.21 in

gold and 702.17 gourdes.

Any imported article sent abroad for

repairs must pay an ad valorem duty
on the repairs which may be greater

than original duty on article.

One firm had to pay $124.71 in gold

and 277.11 gourdes for merchandise
billed but never received. By the

ruling of the department such goods
delivered later must pay duty a second

time, unless found in a Haitian port.

Fines have been paid in such cases

as the following:

Because consular invoice did not state

whether the woolen hats were for men or

youths.
f

Because invoice did not say whether*
handkerchiefs were for head or pocket.

$27.50 paid in duty on mixed candy in-

stead of regular duty of $3.31 due to mis-

translation on invoice of the word candy as

"confiture" instead of "bonbons."

Fine paid on padlocks because invoice

did not state that they were of iron.

On lead pencils because invoice did not

state "oflSce."

On hosiery because invoice did not say

they were for women.
On ink because color black was not

stated.

Yet in each of these cases the decla-

ration is said to have contained all the

details required by the tariff.

There has been much trouble be-

cause of the custom of assimilating

articles not specifically mentioned with

those they most resemble and charging

appropriate duty. It is claimed that

the present administration has managed
to change assimilations to increase

cost. Thus the cloth known as " Pres-

cott stripes" formerly put with nan-

kinette is now put with *' drill " with an
increase of 100 per cent in duty. Ital-

ian colored cotton drill, formerly put

with "drill," now is classified with

"Toile de Vichy" and "Bazin" with,

an increase of 25 or 50 per cent in duty.j

Automobiles, formerly classified wit!

vehicles, are now put on an ad valorei
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basis with great increase in duty.

Perhaps the funniest case is that of

grape juice which, first imported some
fifteen years ago and classified with

wine, by the present administration

was first taxed ad valorem, then as

aerated water, and now as cider, result-

ing in a duty increase of 50 per cent

and the stopping of the importation.

Similar complaints are made in great

number by merchants all over the

country. The importer is likely to feel

that the lower rate should always apply

;

the executive is tempted in the other

direction. Wise legislation should re-

move the uncertainty.

Financial Adviser. Two men have
filled the position of Financial Adviser.

Whatever their qualifications they have
not impressed the Haitians favorably.

The present Adviser has been absent

from Haiti continuously for almost a
year, drawing his salary and per diem
expenses of $15. That this should have
been permitted is a reflection on the

United States. It is obvious that his

recommendations have not been ac-

f cepted and the Haitians simply refuse

to deal with him. One thing is certain

and that is that one of the main pur-

poses of the Convention, the determi-

nation of the validity of the internal

debts, etc., has not been accomplished

although six years have passed. Such
a condition calls for immediate reform.

Of course, many of the criticisms passed

on the Adviser are childish. There has

been much complaint because of the

conversion of $3,000,000 into francs,

for the payment of interest on the

foreign debt was ftiade at the rate of 9

francs to the dollar, whereas, a little

later, francs were quoted at 14 to the

dollar. Just how the Financial Adviser
was to know the future is not stated.

Equally foolish is the complaint that

he fixed the value of the gourde at 5

to a dollar whereas it was intended to

be of equal value. Such critics should

consider the present price of the mark.
Another suggestion, much condemned,
with reference to the control of the

importation of money will be consid-

ered in connection with the finances.

Engineers. For some reason there

was considerable delay with reference

to the engineers. Although the first

chief engineer reported for duty in

January, 1917, he had no assistants or

employes and no funds until the end of

the year. Until that time whatever
work was done was in the charge of the

Occupation.

Irrigation was 'turned over to the

engineers in October, 1917; the streets

and pavements of Port-au-Prince, in

November, 1917. Management of the

Haitian telephones and telegraphs was
undertaken in February, 1918, and of

the lines operated by the Gendarmerie
in November, 1918. Roads and bridges

were taken over in June, 1919; the

water service of Port-au-Prince in

April, 1919, of Cayes in April, 1920, of

Gonaives, St. Marc and Cape Haitien,

in September, 1920.

In Haiti practically every local need
must be met from the national treas-

ury. Yet the older law made really

no provision for any constructive pol-

icy or proper maintenance of public

utilities. Not until July, 1920, was an
adequate law secured. This organized

a corps of Haitian engineers under the

chief engineer and put under the con-

trol of the chief engineer the construc-

tion, maintenance and repair of public

utilities, the operation of telegraphs and
telephones, the water services of the

towns and communes, irrigation proj-

ects, the supervision of the engineer-

ing works of the communes and the

supervision of all concessions, includ-

ing mines, quarries and power installa-

tions. Practically all the public works
were found to be in bad repair, owing
to neglect, and repair bills have been

high and will be for some time. The
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money available has been very in-

adequate. For the three years ending

October 1, 1920, $744,000 had been

spent for the repair and maintenance

of the public works in all of Haiti and
$625,000 on new construction. The
total length of roads is about 750 miles

but the sum available for maintenance

and repair is only $13,000 a month.
Many repairs have been made and
some important surveys and plans. In

cooperation with the United States

Geological Survey, the work of tri-

angulation for the entire country has

been started. Taking all into consid-

eration, the work of the engineers has

been very satisfactory and few com-
plaints are made. The only one of any
merit coming to my ears was the result

of an early decision to replace the old

telephone system of Port-au-Prince,

which was very poor, with an automatic
system estimated to cost some $40,000

(which will cost much more in reality).

So little use is made by the native of

the telephone that he looks on this

expense as made for the benefit of the

foreigner. One or two schoolhouses

have been built and many repairs made.
On the arrival of the Occupation

there were practically no roads for

wheeled vehicles in the country. As a
military measure the old French road

from the Cape to Port-au-Prince was
rebuilt and was thrown open December
1, 1917. On January 5, 1918, the

President with other oflBcials, officers

of the marines and newspaper men,
made the journey from Port-au-Prince

to Cape Haitien. This road and the

others constructed are dirt roads. There
are practically no bridges so streams

must be forded. The Limbe River near

Cape Haitien is a serious obstacle and
in high water cannot be crossed. It has

brought a new source of revenue to the

natives who have come to demand
Am^rican prices for puUing cars across.

Depending upon the weather, for in the

rainy season some of the dirt roads

cannot be travelled by automobiles,

one can go from Cayes or Jacmel to

Cape Haitien and on to Ouanaminte
on the Dominican border whence a
road leads to Monte Cristi. The road

question is difficult because of the high

construction cost of p)ermanent roads.

However, a very creditable beginning

has been made.
American Representatives. To sum-

marize, there are in Haiti today,

representing the United States, the

following: 1. The military force. 2.

The officers of the Gendarmerie. 3.

The Receiver General and assistants.

4. The Financial Adviser. 5. Engineers

and medical men. 6. Diplomatic and
consular officials.

Keep in mind that the overwhelming

majority of the Haitians are frightfully

ignorant and wholly occupied in get-

ting the necessities of life, accustomed

to obey their leaders without question.

Keep in mind also the fact that there

is no real middle class. Keep in mind

the further fact that a very considerable

proportion of the educated classes have

been occupied either in staying in

office, or displacing those in power that

they might get in, and it becomes

possible to consider the reaction of

the Haitians to the working of the

Convention.

It is claimed by the American officials

on the ground that, almost from the

first, much of the activity of the govern-

ment has been to defeat the purposes

of the Convention. As evidence of this

is ofi'ered the refusal of the government

to accept certain proposals made to it.

On November 5, 1918, the United

States recommended the adoption of

the plan of the Financial Adviser to

create a Bureau of Internal Revenue
and to establish : (1) Taxes upon certain

manufactured articles, liquor, patent

medicine, perfumery, tobacco, matches

(2) A poll tax. (3) Documentary tax.

1
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(4) Business and Occupation tax. (5)

Tax on rentals of government land and
water rights. This was firmly refused.

Land Ownership, Reference has al-

ready been made to a change in the

constitution of 1918 permitting for-

eigners to own land. The old constitu-

tion read: "No one, unless he is a

Haitian, may be a holder of land, re-

gardless of what his title may be, nor

acquire any real estate." As a matter

of fact this law was circumvented by a

mortgage scheme but that did not

change the law. The constitution of

1918 reads : "The right to hold property

is given to foreigners residing in Haiti

and to societies formed by foreigners,

for dwelling purposes and for agricul-

tural, commercial, industrial or educa-

tional enterprises. This right shall

terminate five years after the foreigner

shall have ceased to reside in the coun-

try, or when the activities of these

companies shall have ceased." About
July, 1920, a decree was promulgated

practically rescinding this provision

and giving foreign owners until about

the first of July, 1921, to dispose

of their holdings. Meantime, some
foreigners had converted their old

mortgage holding under the new consti-

tutional provision and some foreign

corp)orations had bought a great deal

of land for agricultural purposes and

had invested large sums of money. In

the spring of 1921 a tenant of a foreign

owner refused to pay rent for the

premises he occupied. The lower

court, ignoring the constitution of 1918,

l)ased its decision on the old constitu-

tion and decided in favor of the tenant.

If this decision is upheld or the decree

is put in -force serious international

complications will ensue.

To cite other recent cases: The
Receiver General found that certain

customs papers were understamped.

Investigation at the bank revealed

that one clerk alone had charge of this

matter, without assistance, and that

understamping had occurred. The
court instantly discharged the accused

man and compelled the .bank to. pay
his salary in full, even after he was out

of the bank. The lawyer of the bank
advised payment. In 1918 a native

under arrest killed his guard, a gen-

darme, and escaped. He was recap-

tured but acquitted. The agent of the

Haitian Government said that there

was no doubt of his guilt but that no
jury would convict in a case involving

a gendarme; that is, an official who was
looked upon as an agent of the Ameri-

cans. These cases indicate the unwill-

ingness of the courts to cooperate with

the Americans.

Anti-American Agitation. Attention

has been called to the necessity of

stopping the newspaper agitation in the

summer of 1921. This had stirred up
so much antagonism that at a public

celebration one orator suggested that

the statue of Dessalines looked towards

the sea and indicated plainly that the

Americans might go in that direction.

A younger and less subtle man almost

openly advocated the resort to force to

dri\^ out the invader. It was rumored
in Port-au-Prince that a plot to assas-

sinate the President had been made.
The President is unpopular because he
has drawn a good salary ($24,000 a
year) and because it is felt that he has

not always opposed the Americans.

Let me quote as follows from a letter

from one of the ablest Haitians I met:

If some difficulties have come between the

two governments the cause is that the

Haitian Government was not frank enough.

The President of Haiti should have frankly

accepted the help of the American forces.

By obliging Haiti to live orderly he would
have been permitted to inaugurate in

Haiti all the reforms of which the country

is in need and which could never have been

attempted. Instead of that he showed
himself to the 'Haitian people as if he were
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crucified on a cross. On the other hand, he

seemed to have an air of accepting all the

American views, discussing them with

Americans, but only in order better to

deceive thcin. The result of this sad system

did not have to l)e waited for long. On one

side the Haitian people, encouraged by the

President to continue their political cliques,

tlieir disorderly designs, resisted by every

means. On tlie other side, the American
officials flouted by the government kept

themselves on guard because distrustful,

'nie relations instead of becoming cordial

and sincere began to be diflScult and be-

came tense. The country's interests are

harmed. . . . AMien then will stop the trea-

son and the revenge? An agitation cleverly

led by the city cacos has begun. The poli-

ticians, who are in search of power and who
believe that the days have come back when
as masters they can pillage the public cash

box, have accused the Occupation. They
want, under the pretext of defending the

rights of the people, to make them rise up
and try once more to get a hold of power.

This letter indicates what I know to

be true, namely, that the campaign
against the Americans is not wholly

disinterested and that it is not in ac-

cord with the opinion of some able

Haitians. Aside from the newspaper
agitation which many Haitians disliked,

including the editors of at least one
prominent paper, the anti-American,

or " patriotic feeling," as they prefer to

call it, has found expression in the

"Patriotic Union" founded, I believe,

in 1920, which includes many promi-

nent men. This organization raised a
fund and sent three representatives to

Washington in the spring of 1921.

Their memoir, published in The Nation,

New York, May 25, 1921, may be

accepted as the strongest presentation

of the criticisms of the Haitians. Of
this memoir, I will let one of the most
prominent living Haitians speak. I

chanced to be talking with him shortly

after its publication. He asked me if I

had seen it and proceeded .to point out

certain serious errors. I asked him if

the delegates knew the facts he stated.

He said in substance: "Of course.

They are trying to deceive the Ameri-
can public."

I think it evident that a condition of

stale-mate has been reached iii the

relations of the United States and
Haiti, which is injurious to the prestige

and good name of the former and
militates against the welfare of the

latter. This impasse is the more seri-

ous when we recall that the term of

President Dartiguenave is nearly over

and that a new president will be inaugu-

rated on May 15. Some betterment of

the situation should be sought at once.

Evidence from another side is offered

by the fact that Haitian officials still

persist in the old system of gmft
wherever possible. Some op|X)rtunities

still remain in spite of the efforts of the

Americans. A magistrate at E
barbecued three cattle and gave a big

feast. Later it appeared that he had
stolen the cattle and that he had also

been guilty ofother thefts. In addition

he had charged a fee of thirty gourdes

which he divided with a gendarme cor-

poral for permittingaVoodoo dance that
he had no right to condone, for the dance

is prohibited by law. Though he was
removed from office he exercised enough

influence to avoid criminal prosecu-

tion, being released by the Commissar
of thegovernment. In the budget of the

town of P there has been a regular

appropriation paid of 5,000 gourdes

for street lights but the Americans
have been unable to locate the lights.

At Port-au-Prince, after a disastrous 1

fire in the spring of 1921 the business]

men raised a fund and insisted that the i

government put the fire department
^

under the Gendarmerie. This wasi

finally done and an American fireman;

who had been brought down sometime
before, but whose services had been

refused, was put in charge. About
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June 1 it appeared that the funds

appropriated by the commune, ranging

from one to two thousand gourdes a

month had been embezzled, or other-

wise secreted . Theoretically there were

"fourteen paid firemen but some had
been unpaid for upwards of two years.

There were two steam fire engines, both

in such bad order that one to two
hours was required to get up steam, two
chemical engines without equipment or

chemicals, a Ford car for the chief with

one wheel gone and no tires, no supply

of fuel, no ladders, hatchets or axes; but

there were some brass helmets and red

shirts. The firemen are now paid about

$15 a month and regular drills havebeen
established. Steam can now be had in

fifteen or twenty minutes. The new
chief put out the first fire reported,

with chemicals, reaching the house one
minute after the alarm was received,

and for his reward the papers published

the story that it was a fake fire arranged

for his benefit.

Migration to Cuba. What is con-

sidered by some Haitians to be the

biggest graft in the history of the

country has grown up in connection

with the migration of the Haitians to

Cuba to work on sugar plantations,

which became important during the

War. Thousands have gone, chiefly

from the southwestern peninsula and
the northern coast. Several plans have
l)een adopted which need not be de-

scribed here. All migrants must have
passports to which photographs are

attached. As photographs are not
easily available it is said that the De-
partment of the Interior has a number
of pictures on hand which are affixed to

the papers, as the only check kept is on
the number of emigrants, no compari-
son being made of the men with the

photographs. The passports cost one
dollar, but a fee of $2 extra is paid to

facilitate their issuance, while a local

official gets two dollars for tending to

the signature. The captain of the

boat must pay to the Haitian consul

in Cuba two dollars for each person,

one dollar of which is supposed to be

used for the upkeep of the consulate,

the other to be turned over to the

Haitian treasury; but I understand

that' in 1920 nothing was received by
the treasury, the Haitian consul by a
scheme known as "boxes of cigars"

having divided his receipts with the

proper person in Port-au-Prince. This

consul in Cuba also visits the factories

from time to time on th^ pretext of

supervising the living conditions, at

which times he expects to receive checks

of from $500 to $1,000 to enable him to

make a favorable report. These visits

are known as "cleaning up the neigh-

borhood" (refraichissement de lisere).

(A new consul was sent to Cuba in the

summer of 1921 from whom better

things are expected.) Meantime the

laborers, having no such sums ofmoney,
sign notes bearing high rates of interest,

pay as much as $500 at times before

they are out of debt, agree to remain

several years and are carefully watched.

The money is generally deducted from
their wages. Further, the factory or

plantation is said to underweigh the

cane they cut to enable it to meet the

extra overhead expenses. It is a dis-

guised slave trade and illustrates the

tender interest of Haitian officials in

the welfare of their poorer neighbors.

It must be admitted that with the

war-wages received in Cuba the workers

were better off than they would have

been at home.
Present Situation. I have tried to

point out the chief measures under-

taken by the Americans and some of

the difficulties they have encountered.

I think I have made it plain that the

fault of the present situation is not

wholly on either side. Local residents,

both native and foreign, complain that

there has often been a lack of tact and
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courtesy on the part of American offi-

cials, arbitrary actions and decisions,

refusals to take advice or be guided by

more experienced men. This criticism

is not limited to the military men.
Some say that it is due to the number
of southerners sent down, but my ob-

servation does not confirm this. Some
of the complaints are humorous, as in

the case at C where an official, after

a heavy flood, waded through the

streets barefooted with trousers rolled

up to his knees. The natives said he

did it to show his contempt for them,

whereas such a thought never entered

his head.

More serious, however, is the case of

a civilian official who, finding some
material which he wanted to use in the

possession of a private firm, peremp-

torily demanded it. On being refused

he said he would send marines to

seize it and it is alleged that he applied

to the commanding officer, only to be

told not to be such a fool. Another

official tried to refuse service of papers

guaranteeing the wages of g, servant, as

if he were immune to the law. Such
incidents have left bad impressions.

Other men have lost esteem b> trying

to bid for the favor of the natives. A
market woman tried to compel a

French lady to buy a certain piece of

meat and finally threw it in her basket,

whence it was removed. The dealer

called a gendarme whom she knew. He
seized and shook the French lady who
demanded to be taken to police head-

quarters to file a complaint. The
young officer who heard the story

dismissed the gendarme saying it was
evidently a case of " fifty-fifty." This

officer is said to have been living with a

native girl at the time. Later he tried

to apologize. On the other hand, many
men have gained the thorough respect

of all by their courtesy and willingness

to hear complaints before making
decisions.

Convention of the United States
AND the Republic of Haiti, 1915

Preamble: The United States and the

Republic of Haiti desiring to confirm and
strengthen the amity existing between them
by the most cordial cooperation in mejisures

for their common advantage, and the Re-
public of Haiti desiring to remedy the

present condition of its revenues and finan-

ces, to maintain the tranquillity of tlie

Republic, to carry out plans for the eco-

nomic development and prosperity of the

Republic and its people, and the United
States being in full sympathy with all of

these aims and objects and desiring to

contribute in all proper ways to their

accomplishment

:

The United States and the Republic of

Haiti have resolved to conclude a conven-

tion with these objects in view, and have
appointed for that purpose, plenipoten-

tiaries:

The President of the RepubUc of Haiti,

Mr. Louis Bomo, Secretary of State of

Foreign AfiFairs and Public Instruction,

The President of the United States, Mr.
Robert Beale Davis, Junior, Charge d'Af-

faires of the United States of America,

Who, having exhibited to each other their

respective powers, which are seen to be in

good and true form, have agreed as follows

:

Article I, The Government of the

United States will by its good oflSces, aid

the Haitian Government in the proper and
efficient development of its agricidtural,

mineral and commercial resources and in

the establishment of the finances of Haiti

on a firm and solid basis.

Article H. The President of Haiti

shall appoint, upon nomination by the

President of the United States, a General

Receiver, and such aids and employes as

may be necessary, who shall collect, receive

and apply all customs duties on imports

and exports accruing at the several customs

hoiises and ports of entry of the RepubUc
^^

of Haiti.

The President of Haiti shall appoint,

upon nomination by the President of the

United States, a Financial Adviser, who
shall be an officer attached to the Ministry

of Finance, to give effect to whose proposals

and labors, the Minister will lend efficient

4
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aid. The Financial Adviser shall devise an
adequate system of public accounting, aid

in increasing the revenues and adjusting

them to the expenses, inquire into the

validity of the debts of the Republic, en-

lighten both governments with reference

to all eventual debts, recommend improved

methods of collecting and applying the

revenues, and make such other recommen-
dations to the Minister of Finance as may
be deemed necessary for the welfare and
prosperity of Haiti.

Article IH. The Government of the

Republic of Haiti will provide by law or

appropriate decrees for the payment of all

customs duties to the General Receiver,

and will extend to the Receivership and to

the Financial Adviser all needful aid and
full protection in the execution of thepowers

conferred and duties imposed herein; and
the United States on its part will extend

like aid and protection.

Article IV. Upon the appointment

of the Financial Adviser, the Government
of the Republic of Haiti, in cooperation

with the Financial Adviser, shall collate,

classify, arrange and make full statement

of all the debts of the Republic, the

amoimts, character, maturity and condition

thereof, and the interest accruing and the

sinking fund requisite to their final

discharge.

Article V. All sums collected and
received by the General Receiver shall be

applied first to the payment of the salaries

and allowances of the General Receiver,

his assistants and employes and expenses of

the Receivership, including the salary and
expenses of the Financial Adviser, which
salaries will be determined by previous

agreement; second, to the interest and
sinking fimd of the public debt of the Re-

.
public of Haiti; and, third, to the main-

tenance of the constabulary referred to in

Article X, and then the remainder to the

Haitian Government for the purposes of

current expenses.

In making theise applications the General

Receiver will proceed to pay salaries and
allowances monthly and expenses as they

arise, and on the first day of each calendar

month, will set aside in a separate fund the

quantum of the collection and receipts of

tiie previous month.

Article VI. The expenses of the Re-
ceivership, including salaries and allowance

of the General Receiver, his assistants and
employes, and the salary and expenses of

the Financial Adviser, shall not exceed five

per centum of the collection and receipts

from customs duties, imless by agreement
by the two governments.

Article VH, The General Receiver

shall make monthly reports of all collections,

receipts and disbursements to the appro-

priate officers of the Republic of Haiti and
to the Department of State of the United

States, which reports shall be open to in-

spection and verification at all times by the

appropriate authorities of each of the said

governments.

Article VIII. The Republic of Haiti

shall not increase its public debt, except by
previous agreement with the President of

the United States and shall not contract

any debt or assume any financial obligation

unless the ordinary revenues of the Republic

available foT that purpose, after defraying

the expenses of the government, shall be

adequate to pay the interest and provide a
sinking fund for the final discharge of such

debt.

Article IX. The Republic of Haiti

will not, without a previous agreement with

the President of the United States, modify
the customs duties in a manner to reduce

the revenues therefrom; and in order that

the revenues of the Republic may be ade-

quate to meet the public debt and the

expenses of the government, to preserve

tranquillity and to promote material pros-

perity, the Republic of Haiti will cooperate

with the Financial Adviser in his recommen-
dations for improvements in the methods
of collecting and disbursing the revenues

and for new sources of needed income.

Article X. The Haitian Government
obligates itself for the preservation of

domestic peace, the security of individual

rights and the full observance of the pro-

visions of this treaty, to create without

delay an efficient constabulary, urban and
rural, composed of native Haitians. This

constabulary shall be organizedand officered

by Americans appointed by the President

of Haiti, upon nomination by the President

of the United States. The Haitian Govern-
ment shall clothe these officers with the
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proper and necessary authority and uphold

them in the performance of their functions.

These officers will be replaced by Haitians

as they by examination conducted under

direction of a board to be selected by the

senior American officer of this constabulary,

in the presence of a representative of the

Haitian Government, have supervision and
control of arms and ammunition, military

supplies, and traffic therein, throughout

the country. The high contracting parties

agree that the stipulations in this article

are necessary to prevent factional strife

and disturbances.

Article XI. The Government of Haiti

agrees not to surrender any of this territory

of the Republic of Haiti by sale, lease or

otlierwise, or jurisdiction over such terri-

tory, to any foreign government or power,

nor to enter into any treaty or contract

with any foreign f>ower or powers that will

imimir or tend to impair the independence

of Haiti.

Article XII. The Haitian Govern-

ment agrees to execute with the United

States a protocol for the settlement by
arbitration or otherwise, of all pending

pecuniary claims of foreign corporations,

companies, citizens or subjects against

Haiti.

Article XIII. The Republic of Haiti,

being desirous to further the development

of its natural resources, agrees to undertake

and execute such measures as in the opinion

of the High Contracting Parties, may be

necessary for the sanitation and public

improvement of the Republic, under the

supervision and direction of an engineer or

engineers, to be appointed by the President

of Haiti upon nomination of the President

of the United States, and authorized

for that purpose by the Government of

Haiti.

Article XIV. The High Contracting
Parties shall have autliority to take such
steps as may be necessary to assure the

complete attainment of any of the objects

comprehended in this treaty; and should
the necessity occur, the United States will

lend an efficient aid for the preservation of

Haitian independence and the maintaining
of a government adequate for tlie protection

of life, property and individual liberty.

Article XV. The present treaty shall

be approved and ratified by the High Con-
tracting Parties in conformity with their

respective laws, and the ratification thereof

shall be exchanged in the City of Washing-
ton as soon as may be possible.

Article XVI. The present treaty shall

remain in full force and virtue for the term
of ten years, to be counted from the day of

the exchange of ratifications, and further

for another term of ten years if, for specific

reasons presented by either of the High
Contracting Parties, the purpose of this

treaty has not been fully accomplished.

In faith whereof, the respective plenipo-

tentiaries have signed the present Conven-
tion in duplicate, in the English and French
languages, and have hereunto affixed their

seals.

Done at Port-au-Prince (Haiti) the

sixteenth day of September in the year of

our Lord one thousand nine hundred and
fifteen.

The treaty has since been extended

(1917) to cover the second period of

ten years provided for in Article XVI.

CHAPTER IV

The Financial Problem of Haiti

THE treasury of Haiti is in a de-

plorable condition. The country

is, and long has been, practically

bankrupt. Under normal conditions

the income should be adequate to meet

the necessary expenses of a well-con-

ducted government, but Haiti has not

been well conducted and its finances

have been handled in reckless fashion.

It was saddled at the very beginning of

its existence, as the price of French
recognition, with a debt of 150,000,000



Haiti 155

francs (the sum demanded by King To this sum must be added the

Charles Fifth in 1825, of which 30,000,- floating debt, many unpaid salary

000 was paid, and the balance of which vouchers, the guaranty to the railroads,

under Louis Phillippe in 1838 was re- and miscellaneous claims whose total

duced to 60,000,000 francs). Revolu- I cannot estimate but which the dele-

tion followed revolution. The govern- gates of the Union Patriotique seem to

ment borrowed money at ruinous rates place at $4,420,920.

to fight the revolutionists; the latter The loan of 1875 bore 8 per cent

borrowed with promises to repay out interest at first. The interest was
of the national treasury if successful, irregularly paid and in 1880 and 1885

The merchants, French at first, Ger- readjustments were necessary. It is

man later, took the risk and reaped secured by a duty of 33|c on each hun-
rich rewards. Internal claims piled up. dred pounds of coffee exported.

The payment of the loans made im- The loan of 1896 was arranged with

possible ofttimes the payments of the National Bank of Haiti. Bonds
salaries, and claims therefor were with a face value of 500 francs were
bought up by speculators, payment issued at 400 to the bank, which sold

assured if they had friends at court, them to the public at 450. Some of

Foreign merchants openly encouraged the bonds were reserved by the govern-

the pillaging of their warehouses during ment and issued on the basis of a 500
revolutions, knowing that the govern- franc bond for each 400 of certain ex-

ment would be forced later to make isting internal and floating obligations,

handsome amends. Meantime the some of which were bearing 18 per

government was being robbed by its cent interest. This interest is secured

officials and merchants took advantage by a tax of $1.20 on each hundred
of their venality to dodge customs pounds of coffee exported,

duties. Today it is impossible to state The loan of 1910 was contracted

just what the outstanding obligations with the Bank of the Parisian Union,

of the government are, for there are Paris, Messrs. Hallgarten, & Company,
some important unsettled claims. Messrs. Ladenburg, Thalmann & Com-
Roughly speaking, the situation as of pany, of New York, and the Berliner

December 31, 1920 is as follows: Haendelsgesellschaft of Berlin. The

FINANCIAL SITUATION OF HAITI, DECEMBER 31. 1920

Foreign Loans

1875 5% 19,252,500 francs Interest paid to date

1896 6% 37,638,500 "

1910 5% 61,576,500 " " "

118,467,500 "

At par $23,233,500

At present price of francs (12.5 per $1.00) $9,477,400

Interior Debt
Principal $7,839,176

Interest due 1,380,712

Total $9,219,888

Total debt at present price of francs $18,697,288

Deducting paper money which is secured (gourdes 4,057,972) 811,594

Net total $17,885,694
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loan was for 65,000,000 francs. The
banks paid 47,000,000 francs (72.3 per

cent of face value) or 361.50 for each

500 franc bond which was offered to

the public at 442.50. It is reported that

the banks paid 5,000,000 francs to the

Haitian officials who signed the con-

tract. Interest on this loan is secured

by a tax of $1.00 on each hundred

pounds of coffee exported, and a sur-

charge of 15 per cent on import duties.

The Paris prices for these bonds have

been as follows;

1914 B. Issued by Zamor for "extraordi"

nary expenses." Face value bonds 1 ,500,-

000 gourdes. Interest 6} per cent. Gourdes
again accepted at rate of 8.5 whereas

price was now 5 to a dollar. Issue nomi-
nally sold at 80 so real return to government
was 56. Secured by part of import duty
on tobacco seemingly abeady pledged for

construction of schoolliouses.

1914 C. Issued by Zamor on account

"extraordinary expenses" caused by revo-

lution. Total, 1,200,000 gourdes bearing

interest at 6f per cent. Secured by 5 per

cent of the surtax on importation and by

1875

300 fr. 5%
1918 240-278

1914 218-258

1916 235-261

1896 1910

500 fr. 6% 500 fr. 5%
500-524 440-175

475-516 395-447

455-508 353-434

Internal Loans. The internal loans

are as follows:

1912. Authorized by law of 1911 to pay
debts incmred by revolution which put

LeConte in power. Face value $674,000,

bearing 6 per cent interest. Sold to public

at 89 (included 500,000 gourdes set aside

for the accoimt of the generab). Secured

by 5 per cent of the gold surtax on
imports.

1913. Authorized by law, June 15, 1913.

For current exp)enses, reconstruction of some
public buildings and relief of fire sufferers.

Face value of bonds to be $609,902 with

interest at 6f j)er cent. Offered nominally at

94 but real yield was 78.8 because gourdes

were accepted at 3.5 to the dollar whereas

the exchange at that time was 4.17 to a

dollar. Secured by 5 per cent of gold

surtax on imports.

1914 A. Authorized by law. May 29,

1914, to pay debt for revolution which put

Zamor in office and included 400,000

gourdes for soldiers. Bonds to total 724,-

000 with interest at 6| per cent and sold

at 80 but gourdes were accepted at 3.5 per

dollar whereas exchange was 4.72, thus

making bonds net 59.4. The government
secured about 2,000,000 gourdes. If loan

were refunded today at face value it would
cost 3,620,000 gourdes. Secured by 5 per

cent of gold surtax on imports.

export tax of .05c on each hundred pounds
of coffee exported.

1914 Consolidated Debt. Law sanc-

tioned November 30, 1915, after interven-

tion. Gold bonds bearing 6 per cent to be

exchanged for outstanding obligations

dating from 1899 to 1911 for salaries,

pensions, etc. Amount outstanding

about $1,111,284. No specific security

pledge.

Railroad Accounts. These are the

principal outstanding internal obliga-

tions. Among the unsettled accounts

are those of the railroads. The National

Railroad of Haiti received a concession

to build a road from Cape Haitien to

Port-au-Prince in 1907. The first sec-

tion was completed in 1912. The bonds

outstanding appear to be $3,544,548

and interest was paid to 1914. The
government agreed to pay deficit if prof-

its were less than 6 per cent plus 1 per

cent for sinking fund. I have no late

figures but in March, 1919, the deficit

was $1,050,000. This is an American
corporation with some $2,500,000 of

bonds held in France. The French

Government has pressed for settle-

ment. The railroad also has claims for

damages done by revolutionists.
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The Central Railroad of Haiti took External loans $2.68

over in 1909 a road organized by Ger-
c^k'-h*^ «

^^

man Haitians in 1900. It has lines i^aii fS local'improvements ..:: ::.:::: il
near Port-au-Prince. Nominally at

least, it is now an American corpora- $2.81 ^

tion. The government guaranteed 6 Leaving for government 18|

per cent interest on $688,000 of a ,p . , ~^nn
total capital of $760,000. Payments

'

were made to 1915 but none since. In 1919-20 the tax on imports

The railroad claims that the govern- yielded 52 per cent of the total reve-

raent agreed to cover operating nue: on exports, 42 per cent and the

deficits. internal revenue 6 per cent. A very

No payment, save a partial payment considerable part of the receipts from

in 1916 on the internal debts has been customs is definitely pledged as indi-

made under the Financial Adviser and cated above, and the remainder is

the afi'ectation of specific revenues to not adequate for the maintenance of

be used for this purpose has for some the government and the development

unexplained reason been entirely dis- ^^ construction of roads, bridges,

regarded. This has caused serious wharves, etc. If we estimate the total

hardship to many of the bond holders revenue at $6,000,000 about $3,500,000

for in a country hke Haiti the govern- ^^ required to meet the obUgations of

ment bonds are almost the only the debt. The collections for the first

relatively safe investment a man of
six months of 1920-21 were only about

small means can make. half of those of the corresponding period

The income of the government is J^
^^^ preceding year. It is, there-

almost wholly derived from the cus-
fore, a matter of imramount importance

+ „ J . • ,1 • 4. 1 • that the exact debt be determined and
toms duties, the internal revenue m . , . ,. „ ,

i(\-if\ an ' ij- 1 Aona i>r,e' "D impropcr claims disallowed, as a pre-
1919-20 yielding only $373,675. Be- i--^ v jjr-

r^L 1 ? 1' u. \ /• 11 1 limmary to a much needed reform m
cause 01 the local disturbances, followed . . • x • r ^^u i 4.

i_ ^1 Txr 1 1 -nr i in taxatiou. In view oi the large amount
by the World War the^e have fluctu-

^^ ^^^ ^^^^ ^^ Haiti which are held in
ated greatly. In 1911-12 under one of ^ -^ ^^^1^ ^^ ^^^^1 ^ 1^^^ g^
the best presidents the country has had ^^^^ advantage be taken of present
the customs receipts were $6,324,659; exchange rates
but in the year of disturbance of 1913- Currency. The monetary unit in Haiti
14 they fell to $1,103,849. Since that

jg ^^^ gourde of 100 centimes which
date there has been a considerable in- ^as intended to have a par value of 96
crease. In 1918-19, $5,728,722 was cents. Just prior to the intervention
collected and in 1919-20, $6,414,605. the gourde had been subject to violent
In the year 1918-19, the duty on im- changes and at one time had faUen to
ports amounted to $2,425,408; on ex- two cents, later advancing to about 20c,

ports, to $3,302,174; and of this sum a figure which was accepted by the in-

considerably over $2,000,000 was the coming forces and fixed as the rate of
duty on cofi'ee exported. The export exchange. It has been kept at that
duty on cofi'ee yields about one- figure ever since. There are no gold or

third of the total government in- silver coins but there is a token currency
come. The $3 per hundred pounds of bronze and nickel. Disregarding the

exported is affected (pledged) as earlier period there have been since

follows: 1884 frequent issues of paper money.

11
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One usually sees bills of one or two
gourdes. There is no security for the

coin but the credit of the government,

but through un armngement with the

bank the paper money is protected.

The government jxiper money is being

withdrawn and replaced by bank notes.

In normal times the circulation in

gourdes is about 12,000,000; in nickle,

7,000,000; or in American money,

$3,800,000. This is all needed at the

height of the crop season but flows to

the banks in the dead season. As
roads and transportation faciUties, as

well as banks, have been almost non-

e.xistent, the transfer of money has

been difficult and local exchange rates

have been very high. There has re-

sulted, therefore, particularly during

the period prior to the intervention,

much speculation in the currency which

has been a great source of profit to the

merchants and some others but for

which the poor man has paid. The
reports of the Haitian Government will

show this to anyone who cares to read

them. In recent years a large amount
of American money has circulated in

the island and is accepted everywhere.

The Banque Nationale. Every com-
munity has its scapegoat on which the

collective sins may be laid and which

everyone is at liberty to curse. In

Haiti this role is played by the Banque
Nationale as it is universally called.

Incidentally it functions as the treasury

of Haiti and the chief interest of good
citizens everywhere is to put as little

as possible into the treasury and to get

as much out as possible. The greatest

check to the misuse of public money in

Haiti has been the curious idea of the

bank that money must be used accord-

ing to contract. Naturally the poli-

ticians have not loved it.

In 1881 a charter was given to a

French company under the title,

Banc[ue Nationale d'Haiti. In the

early years of this century at least four

of the employes of the biink, two Ger-

man, two French, forgot these obliga-

tions and combined with a number of

very prominent Haitians to get a little

spending money. The result was the

"consolidation scandal" and the re-

organization of the bank. The Ger-

mans demanded a large part in the

reorganization and objected to the in-

clusion of Americans but the French,

holding control, insisted on American
participation. The reorganization was
affected in 1910 under the title Banque
Nationale de la Republique d'Haiti,

and the bank remained a French con-

cern, the Germans having to be satis-

fied with the allotment of about 2,500

shares to the Disconto Gcsellschaft out

of a total of 40,000 shares. Some
6,000 shares were held in New York by
three firms of close German affiliations.

At the outbreak of the War the Ger-

mans on the Board of Directors resigned

and their interests were taken over by
the National City Bank, which had
purchased some 2,000 sharesabout 1911.

Shortly thereafter the French ar-

ranged with the National City Bank
for the taking over of the management.
In February, 1920, arrangements were

made to buy the French stock and to

apply for a new charter to be granted

the National City Bank. The bank is

still operated under the French charter

as the Haitian Government has as yet

refused to transfer it. The director at

Port-au-Prince has never been an

American, though the assistant director

is. The present director is an Italian;'

his predecessor was a Frenchman. The
Americans had nothing to do with the

privileges granted the bank by its

charter, or with the obligations laid

upon it.

In making the loan of 1910 the

Haitian Government agreed that the

money pledged for its security should

be handled by the Banque Nationale

^nd that 10,000,000 francs of this loan
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should be devoted toward the retire-

ment of all the then issued paper and
nickel money. This agreed with the

charter given the bank which made it

a bank of issue, the government agree-

ing to withdraw its paper. This char-

ter also made the bank the collector and
disburser of the moneys of the gov-

ernment and as such it was function-
' ing when the Occupation took place.

The bank had entered into the most
solemn pledges not to permit funds to

be used except for the specific purposes

provided in the laws. From 1911 to

1915 several efforts were made by the

parties that chanced to be in power to

get hold of these trust funds and divert

them to other channels.

In 1914 under Zamor a law was
passed suspending the retirement of

paper money, the money thus secured

to be used for "current expenses."

The bank on the advice of its Haitian

lawyers refused to recognize this law or

pay out the money except as pledged.

The $500,000 Transfer. Theodore
replaced Zamor in November and
managed to stay in power about three

months. Being in desperate need of

money he determined to get some of the

funds he knew were being held at the

l)ank under the convention of 1910.

But his necessities were just as well

known to the local officials of the bank
who took the precaution to advise the

New York office of their fears. They
were told to prepare the money for

shipment to New York. Then the

New York office was advised that the

Port-au-Prince bank did not dare try to

move the money from the vaults lest it

be seized en route. Here the United
States was asked to lend its help and
the S. S. Machias was sent for the

money. The Haitian Government de-

manded the money. The French di-

rector, thoroughly frightened, wanted
to yield, but a young American assist-

ant shut the vault and defied the

officials. Crowds filled the streets.

The French manager fled to the

French legation. Just then, December
17, 1914, the Machias arrived and the

marines loaded some $500,000 on

board and took it to New York where

it was placed on deposit, drawing

interest until 1919. At that time a

monetary reform agreement was ex-

ecuted between the government of

Haiti and the bank, the first article of

which read
—"The bank will bring to

Haiti and keep on deposit to the credit

of an account which shall be known
under the name of 'retirement fund'

the balance of the 10,000,000 francs of

the loan of 1910, including the $500,000

1 ransported to New York in December,

1914, increased by interest at the rate of

2 per cent per annum on that sum from

December, 1914 to December, 1918."

This sum with other sums accumulated

in trust funds, amounting in all to

$1,735,664.89, was to be used to retire

the outstanding paper money estimated

at 8,877,972 gourdes at the rate of five

gourdes to one dollar. This was done.

This is the true story of the transfer

of which the delegates of the "Union
Patriotique" (see New York, Nation,

May 25, 1921) said that the purpose

was "in order to force the Haitian

Government to accept the control of

the custom houses by systematically

depriving it of financial resources."

And later, "This amount is still in the

United States." Now these facts are

not unknown in Haiti and must have

been known to the writers of the

Memoir, or else they remind us of the

story of a little girl sent to an institu-

tion to have a mental test. The
psychologist reported that she was

backward, but not feeble-minded.

Seeing her at home again, a playmate

said: "Jennie was sent to an idiot

asylum but couldn't pass the entrance

examination and was sent back home."
The fact is that the courage of one
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young man prevented the Haitian

Grovernment from violating its solemn

pledge. Incidentally the most promi-

nent Haitian lawyers supported the

stand taken by the bank.

Struggle for Bank Charter. The
alleged reason for the refusal of Haiti to

transfer the charter of the bank to the

City National Bank was the insistence

of the United States Government upon
a clause to read: "To avoid the possi-

bility of any currency crisis during the

period of retirement of paper money
and as long as such retirement shall be

in process the government obligates

itself to prohibit the importation and
exportation of non-Haitian money
except that which might be necessary

for the needs of commerce in the

opinion of the Financial Adviser." I

am informed that this suggestion was
considered at a meeting in Washington
attended by representatives of the

State Department, by bankers froip

different parts of the country and by
the French representative, M. Casen-

ave, and agreed on as necessary.

The true reason is that the Banque
Nationale has agreed to issue bank
notes to replace the government paper

money and has agreed to keep these

gourdes at a rate of five to one dollar.

A combination of hostile bankers or

speculators free to import United

States gold might influence the ex-

change and make it impossible to keep

this rate. No exception was made of

the Banque Nationale which was
affected by this law as well as the other

banks. A violent opposition broke out

in Haiti led by the local representatives

of the Royal Bank of Canada and many
protests were made, signed by some
American business houses including the

American Foreign Banking Corpora-

tion. The reason given for the opposi-

tion was that it would give the Banque
Nationale a monopoly of importation

and exportation and force the other

institutions to buy exchange at any
rates it might fix. The bank, however,
was ready to establish a fixed rate so

this argument does not hold.

Inasmuch as the Financial Adviser

had control and not the Banque, this

objection could hold only on the

assumption of improper collusion be-

tween the Banque and the Adviser.

Some of the American business men
and the British Minister later stated

that they signed this protest under
misapprehension of its wording and
intent. That there was some reason to

anticipate such speculation is evi-

denced by the fact that when it was
known that the Banque Nationale

could not get the new bills ordered in

the United States as promptly as ex-

pected one other agency managed to

collect 200,000 gourdes of the old bills

or about one-sixth of the total. I sup-

pose they were starting a museum.
Now, there may be valid objection to

the proposal. I am not an international

banker and do not know. I am satis-

fied, however, that a large part of this

opposition was not disinterested and I

believe that antagonism of the govern-

ment to the Banque and to the Fi-

nancial Adviser is the real cause of its

objection to the proposal.

The Banque Nationale, besides its

headquarters in Port-au-Prince, has

branches in the eight principal towns of

the country with agencies in several

smaller places. It receives from the

government Ij per cent on the total

receipts and disbursements, which is

probably much less than the govern-

ment would have to pay if it estab-

lished its own agencies. This payment
will be less if the ne# charter is granted.

While the Banque is a money making
institution, at least I hope it is, it is

compelled by its position to do many
things which bring no revenue. Fori

instance it has charge of the issuing of

postage stamps, supplying the proper
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agents throughout the country, and
collecting the money. For this it

receives nothing, although this service

costs the bank some $15,000 a year for

clerk hire. It also tends to the sur-

charging when it is found that certain

issues are too large. Formerly this

was done by government officials at

great profit to themselves but not to

the coimtry. Owing to the depression

in 1921, nickel flowed into the bank
until it had something like $700,000

tied up, on which no interest could be

earned, and the bank vaults were over-

flowing. Finally it had to refuse to re-

ceive it. There was no legal obligation

to so receive it and yet the government

found fault with the refusal.

I have no connection with the

Banque Nationale and have never met
its president, but, in view of the wild

stories that have been circulated by
Haitians, and some Americans, of the

evil character of the bank and its influ-

ence on the United States Government,
it is my duty to tell what I found. I

should add that in the proposed charter

to be granted the National City Bank
a number of modifications have been

made in the privileges which are all to

the interest of Haiti. I see no funda-

mental difficulty in arranging things so

that Haiti may be glad to avail itself of

the Banque's services in the future. I

must confess that I should like to see

the resident director an American and
this I say with no thought of criticism

of the very able director now in charge,

Mr. Scarpa.

An American Loan. One of the

things confidently expected by the Hai-

tians from the Americans was a loan.

I was frequently told that a loan had
been promised in the Convention of

1915, but this is an error. As a matter

of fact such a loan seems to have been

expected by the American officials. I

am informed that in April, 1917 the

Secretary asked for bids on a loan of

$30,000,000 and that twowere received.

It is stated that these negotiations fell

through because of the opposition of

the Financial Adviser to certain sug-

gestions of the French Government.
There have been negotiations since but

the details have not been made public.

This amount appears to me excessive

but if the proper arrangements can be

made between the two governments I

should feel that an ample loan on
favorable terms would go a long ways
not only towards establishing Haitian

finances on a sound basis but as an ev-

idence of sincerity on our part and as

partial compensation for whatever mis-

takes and failures we have made. I

have already indicated my belief that a

reorganization of the taxation system of

Haiti is imperative as a basis for good

government.

CHAPTER V
A Summary and Some Suggestions

rriHE Haitian Attitude. Haiti is sen-

JL sitive, oversensitive, perhaps.

Her pride is hurt. Under such condi-

tions people are always extreme in

their reactions, and likely to be hyper-

critical. Much of the antagonism
reported as coming from the Haitians

is a smoke screen to cover their feelings.

With few exceptions, the Haitians are

not antagonistic to Americans but they

are critical of the policies of our govern-

ment. What are these criticisms?

1. Incompetency of our representa-

tives.

2. Uncertainty as to intentions of

the United States.



16^ The Annals of the American Academy

3. Failure to settle internal loans and
to make a new loan.

4. Arbitrary actions of both marines

and civilians.

These are the underlying complaints.

Now, to influence the people of the

United States the arguments advanced
may be quite different. We must not

forget that some Haitians are trying to

manipulate the situation to their own
advantage and to deceive their fellow

compatriots as well as us. Wliat then

is the real basis on which the com-
plaints are founded.

Just now Haiti is in a financial de-

pression. Her merchants are over-

stocked with goods bought at high

prices. There is evidence that Ameri-

can firms dumped a good deal of mer-

chandise immediately after the

Armistice and recklessly extended

credit. The price level of the products

of the country is very low. Not being

international financiers, the people

listen to the agitators who tell them
that this is the result of the American
Occupation. The Germans are re-

turning and we must expect that they

will not always be friendly to the people

who forced them to leave the country.

The holders of the internal bonds have
suffered both because the interest was
not paid and because there is no market
for the bonds. The provisions in the

loans setting apart certain revenues

for their security seem to have been

entirely disregarded by the American
authorities. This is one side of the

situation.

Haiti feels that she has surrendered

many of the attributes of sovereignty

without securing corresponding benefits.

She points to the work of Wood in

Cuba, of Taft in the Philippines, and
asks why she has not been favored with

men of like calibre. She forgets the

efiFect of the War upon the United

States and the world-wide financial

crisis. Nevertheless, while there may

be some measure of justice in this com-
plaint on which I do not pass, for I can-

not enter into personalities, I may be
permitted to add that in my belief no
man could have made a success under
the existing conditions. That is to say

that I believe the responsibility for the

development in Haiti rests primarily

not upon the shoulders of the men sent

to Haiti but upon the government at

Washington. In the opinion of Haiti,

while entering professedly upon a pro-

gram of financial control in the island,

we have indicated a desire to exercise

wider control. This fear has been

exploited by politicians to the extent

of their ability and they have found

agitators in this country to assist them.

Some have attempted to give this a

political cast and to throw responsibil-

ityon theDemocratic party; but I think

it is time that we stated openly that

there is no partisan policy in this coun-

try as regards Haiti.

Haiti was rather inclined to welcome
the marines but she wants to know why
they are kept in the country after the

problem has ceased to be military.

She feels that their presence is a con-

stant pressure to force the government

to accede to any demands made. Lead-

ing Haitians do not emphasize the

"atrocities" of which we hear so much.
They believe many occurred but rec-

ognize that cruelty is not an American
trait or policy. It is not the marine,

it is the uniform, the symbol of outside

control, which irritates.

The Haitian Dilemma. A southern

writer on the race problem in the

United States once said that there were

but two solutions: The first was the

removal of the Negroes to some other

country, which was impossible; the

second was race amalgamation, which

was unthinkable. Haiti is in a similar

quandary. She is afraid the United

States will not remove the marines

(this indicates an inability to maintain

%
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self-control, which is galling). She is

equally afraid that the marines will be

removed (that means revolution). In-

telligent Haitians all think, whatever

they say for publication, that revolu-

tion will occur if the marines leave.

They would howler welcome their

removal from Cape Haitien and Port-

au-Prince, say to Gonave Island a

few miles away, so that they could

appear at short notice and yet be out of

sight. My guess is that a free and
honest expression of Haitian opinion

would show 90 per cent in favor of the

continued maintenance of order by the

United States; but opinions differ as to

the best scheme.

American Accomplishments. To
change the viewpoint for a moment,
what have the Americans accomplished

in Haiti?

1. The maintenance of order.

2. Establishment of the Gendarm-
erie.

3. The honest handhng of revenues.

4. The beginnings of roads.

5. The regular payment of governr

ment employes.

6. The cleaning up of the towns and
the beginning of sanitation,

7. The maintenance of a fixed ex-

change rate of gourde and dollar.

Order is fundamental in good govern-

ment. Even the much regretted caco

trouble may be- of great future value if

the people have learned that rebellion

does not always pay. The Gendarm-
erie, well-paid, is the beginning of an
adequate police system. While the

roads are far from perfect no one ques-

tions their value. Revenues have
always been inadequate. Formerly
the government employes were irregu-

larly paid and the bond holders always
paid. Now all employes receive their

pay, a matter of no small importance.

Only a small beginning has been made
in sanitation, but the first steps are

always most diflBcult. A systemof gov-

ernment engineers holds great promise.

Few Haitians seem to have realized

what it has meant during the years of

financial readjustment to have the

support of the United States to their

exchange. A glimpse of the experience

of Europe and South America should

be enlightening in this regard. What
would the gourde be worth today were
it not for the Americans? Incidentally

we may note that the presence of two
thousand marines with regular incomes,

a large part of which is spent locally,

has meant a great deal to merchants

and workers of the country. Granted
these things, the American achieve-

ments are not specially creditable to

the United States. We have signally

failed on some of the big things such as

reorganization of schools and finances.

Why, Washington must explain.

What Haiti Wants. In all countries

there are demagogues who want free-

dom of action accompanied by freedom
from responsibility. There are many
such in Haiti. But such a program will

not work in a world of inter-related

peoples. We are vitally affected by
the actions of Haiti and we cannot be

indifferent. This the leading Haitians

recognize. What they want is that we
should "make good" in our control of

Haiti.

Passive Resistance . Haiti has decided

that the present program does not work.

She has accepted a policy of passive

resistance and is in a position to block

most of our efforts. From this situa-

tion relief must be found.

The Convention. One of the starting

points for trouble is in the Convention

under which we are working. It is an
illustration of.the old type of diplomacy

from which we are trying to escape in

that by "diplomatic language" it pur-

ports to do one thing while seeking to

accomplish another. Its intent was to

give the United States the temporary

control of the situation in order that
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Haiti might be set on her feet and the

way prepared for a real independence

later. It was desired to do this while

preserving as far as possible the Haitian

Government. This desire, however,

led to the failure to give to the United

States such a position in Haiti that its

position coiJd not be a matter of dis-

pute. It set up several more or less

coordinate officials, all representatives

of Washington, directly responsible to

no one head. The American Minister,

the commander of the military forces,

the Financial Adviser, the Receiver

General, the engineers, are all independ-

ent. In actual functioning, regardless

of their individual merits or personal

relations there has been no adequate

attempt to achieve common ends.

Each for himself is carrying out his

duties in accordance with his own
ideals, with little conference with the

others and with less clear understand-

ing of what Washington is really trying

to do. Unless the American govern-

ment organizes its representatives

under some one head, military or civil

is unimportant provided the head be
an executive, gives them a policy and
backs them up, the present Convention
is unworkable. It is doubtful now if

modifications can be secured. Such
modifications are not necessary pro-

\'ided Washington will take a firm

stand and will so organize its efforts

that constructive results may be
secured. It is difficult to understand

why Washington, having secured what
it wanted, did not proceed to make its

will effective.

What Might Have Been. Leading
Haitians, Americans and other foreign-

ers resident in Haiti tell me they think

that other representatives at the outset

might have avoided the present situa-

tion. We are, however, confronted by
present facts not past possibilities. A
change of personnel now is of doubtful

value unless the other changes be made.

Foreign Opinion. We should no^

forget that foreigners resident in Haiti,

no matter how critical they are of past

performances, are practicallyunanimous
that America must stay in Haiti until

a new generation of Haitians, with dif-

ferent ideas of government are ready to

assume charge of the ship of state.

The collective judgment of these men
should be carefully weighed in forming

our policy.

What We Might Do. I have never

met an American whowanted to absorb

the country of Haiti. I know no one

who desires to destroy the Haitian

Government or who has any wish save

that in the future it may prosper and be

completely independent. The United

States has guaranteed the independence

of Haiti, and I have no doubt will con-

tinue to do so in the future. Hitherto,

however, we have been content to let

things take care of themselves. Now
we are confronted with the necessity of

some definite policy. Even the most
zealous advocates of a "self-determina-

tion policy" might be brought to see

that a given group has " self-deter-

mined " its present inability to stand

alone and maintain international obli- S

gations. Our duty to the people of

Haiti is not fully met by accepting at

face value all the statements emanat-

ing from its upper classes. The world

judges by performances, not by words. ^
If we believe that we have an obligation fli

to help Haiti we must carry out our
"

belief regardless of the protests of sel-

fishly interested politicians, there or

elsewhere. But we must not be satis-

fied with words or a purely negative

program of "protection." There are

many things we might do. We might

as a nation refund the Haitian debt.

We might admit the products of Haiti

on the same terms as those of Cuba, for

why should we discriminate between

two islands in almost identically the

same situation as regards our markets?
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A clear declaration by Congress of our

intentions with reference to Haiti might

clear the atmosphere there, I do not

believe there is any diflBculty between
Haiti and the United States which can-

not be amicably settled.

The Option. No one knows the

future. No one can be certain of the

accuracy of his own ideas. It seems to

me that today we are confronted with

the necessity of a choice between two
courses, simple yet complicated: com-
plicated because they must rest on
continuity of program. We can admit

the impossibility of helping Haiti under

existing conditions, and withdraw, or

we can declare our program, organize

our forces, and make good. My hum-
ble advice to the United States Gov-
ernment is then: Get in, or get out.



CHAPTER I

The Dominicans

THE total area of the Dominican
Republic is over 19,000 square

miles, or somewhat more than the com-
bined areas of the states of Vermont
aiKi New Hampshire. Running east

and west almost in the center is the

great central range whose highest

peaks rise to 9,000 or 10,000 feet and
where valleys like Constanza can be
found whose elevation is over 3,000

feet. This range is wooded, has a
heavy rainfall and is consequently the

starting point of many rivers whose
general course is north or south; but

the streams on the north all turn east

or west, finally reaching either the Yuna
to empty into Samana Bay or the

Yaque del Norte to find outlet near

Monte Cristi . The districts on each side
of this central range are quite different.

To the south in addition to a wide
territory more or less unoccupied, both
because of small population and dis-

tance from market, are areas like that

near San Juan, which will become cen-

ters of general farming some day.

There are wide stretches of ground
used only for grazing purposes today
whose soil is not very good.

To the north lies the great valley,

ten to fifteen miles in width, known
generally together with the hills far-

ther north under the name "Cibao."

Just east of the city of Santiago this

vaUey is divided by low hills some 700

feet high. To the west the rainfall is

inadequate for agriculture except along

the edge of the hills on each side. There
is some grazing land near Santiago but

further west the country is quite arid

and is the home of countless herds of

goats which range at will. This part

of the valley is drained by the Yaque

del Norte which receives numerous ad-

ditions from the south but nothing

from the north. On some of these side

streams land can be irrigated. At Mao,
for illustration, a Belgian who saw the

possibilities has made a splendid be-

ginning of a rice plantation. Some
12,000 acres here could probably be

irrigated at reasonable cost, and the

same may be true on other streams.

In the neighborhood of Guayubin
there are some 50,000 acres which
could be irrigated with gravity flow

from the Yaque itself at an estimated

outlay of $1,000,000. Nothing has

been done on this. Between this place

and Monte Cristi there are now several

sugar plantations which pump the

water from the river. Their future

financial success is considered some-

what problematical, owing to the ex-

p>ensive installations necessary.

Santiago itself is the center of the

tobacco-growing district. Its streets

are packed at times with horses and
burros delivering tobacco to the ware-

houses. To the east near Moca and
La Vega we come to the cacao districts,

and then to grazing districts. In

many ways this appears to be the rich-

est agricultural section of the country.

In this region, too, are several saw
mills converting the native pine into

lumber both rough and finished. I

have seen boards eighteen inches in

width, but the average is much
smaller.

North of the Cibao is a low range of

mountains with fairly adequate rain-

fall offering numbers of small fertile

valleys. Going east on the coast from

Monte Cristi, with the exception of

one small area, we find no land of value

166
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until we reach Puerto Plata, one of the

chief ports of the country, where there

are several sugar plantations. East

of this city there is nothing of note

until we come to the Bay of Samana
on the eastern coast. Here are ex-

tensive coffee plantations and here

also the outlet for much of the cacao

of the Cibao.

South ofSamana there are some cacao
regions- and then the low lying and
swampy, or else rough and hilly coast,

little utilized at present. On the south

side we find again sugar plantations

beginning with the enormous develop-

ment at La Romana. Sugar centrals

are found at intervals along the coast

as far as Bani, west of Santo Domingo.
To the west at the mouth of the Yaque
del Sur at Barahona new territory has

been planted in sugar within the last

five years. The Barahona peninsula

itself is arid.

Population. The first census of the

Dominican Republic ever taken was
completed in the summer of 1921.

This showed a total population of

894,587, a little over 45 per square mile,

or about one-fourth the density of

Haiti. Of these some 500,000 live to

the north of the central range; 394,000,

to the south. The crop areas indicated

on the map on page 112 also indicate

fairly accurately the location of the

mass of the population, although there

are scattered households everywhere.

The country can support many times

its present population. To the total

given above it is stated that three or

four thousand should be added to allow

for foreign workers at San Pedro de

Macoris. Why these were not included

is not stated.

Origin. In the Dominican Repub-
lic one occasionally sees the high cheek
bones and straight black hair which
suggest the Indian. History tells us

that the racial antagonisms were never

as severe here as in Haiti nordid slavery

take as cruel aspects. The Spaniard

mingled his blood freely with In-

dian and Negro. The Dominican
averages a shade lighter than the

Haitian; otherwise there is no apparent

difference save the suggestion of In-

dian at times. The percentage of

white ancestry is larger, but there are

practically no families of pure whites

in the country save those of recent

immigrants. An American lady of

mature years chancing to talk to some
young marines one evening in Santiago

invited them to have some ice cream

with her. They did not immediately

respond and after a bit, thinking they

were timid, she repeated the invitation.

They accepted, asking however, "You
are an American are you not?" At the

restaurant one youth naively said:

"You see there are so many people

here who look white in the evening and
much darker the next morning that we
have to be very careful."

Immigration. There are a few hun-

dred Spaniards or Spanish colonials in

the country who have come over for

business and a handful of other Euro-

peans and Americans. While it is the

desire of Dominicans to encourage

such immigration and to attract if pos-

sible Spanish farmers, much of the

white population is of men temporarily

employed who do not intend to remain.

To this number must be added many
thousand laborers on the sugar planta-

tions who have come from all over the

West Indies. Some of them remain

but the majority return home. The
only source of present immigration of

any importance is that from Haiti.

This began about a generation ago.

The Haitians came in to do any kind of

day labor but have settled down to re-

main. Already they form a very con-

siderable part of the population of

some of the towns. I have heard the

number in Santiago estimated as 2,500

or 3,000 out of a population of perhaps
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20,000. The Dominicans are not

keen about this increase. The iin-

f>ortation of oriental or negro labor is

prohibited by their old law but they

have always granted permits to the

sugar plantations. Their antagonism

is in part historical resentment against

the Haitians first, because they once

held the territory, and secondly because

the Dominicans want to be considered

as white while they believe the Haitians

to be black.

Land Ownership. The Dominicans
are essentially a nation of landowners.

The scarcity of population, the abun-

dance of land, has given all a chance.

This fact must be kept in mind for out

of it flow some important results. The
country has never been surveyed.

Titles are in great confusion. Not only

have many titles come down through

long periods of time with the bounda-

ries inadequately described but there

has also grown up a system of money
or peso titles, as they are called.

Instead of trying to divide the inherit-

ance, each heir was given a certificate

that he owned so many peso's worth of

certain lands. These certificates have
been passed from hand to hand and
many fraudulent titles have appeared.

As in Haiti this is a situation calling

for settlement. In the south in the

cattle and sugar regions the land

seems to be held in large tracts by
relatively few families. In the Cibao
while there are large farms the average

holding seems to be small. One com-
petent observer says that in the richer

portions the individual family holds

about thirty acres of which he prob-

ably cultivates ten. The Military Gov-
ernment has established a land court

which is grappling with this problem.

Agriculture. The methods of the

Dominicans do not differ greatly from
those of the Haitians. The machete
is here also the chief tool in agriculture.

The difference that one notes, however.

is that here and there modem machin-

ery is appearing. It was my pleasure

to see one large farm whose owner
prided himself on his efforts to follow

improved methods of agricultm^. He
was even trying to introduce some
American fruit trees. He had over

100 of the best pigs I saw on the island.

Out of his own money he was building

a road to connect with the main high-

way. TheDominican farmers are more
prosperous than the Haitian. One
finds here actual plantings of cane,

cacao, tobacco, and bananas, to a far

greater extent then in Haiti. Most of

these valuables crops are carelessly

handled, and the products are not of

the highest grade. For sometime prior

to the financial depression the Military

Government was employing some thirty

agricultural advisers, was maintaining

trial plots, was importing machinery

which it sold at cost, and was introduc-

ing good seed.

Sugar. The most valuable crop of

the country is sugar. This is grown
chiefly in the south although there is

a little grown at Puerto Plata and
Monte Cristi. The soil and climate I

are so favorable that replanting is |

unnecessary for fifteen or twenty years

and I have seen fields said to have re-

mained in sugar over thirty years.

Owing to the enormous cost of the mills

sugar is produced chiefly on large
^

plantations. Of these there are about mi
a dozen, most of which are today under

American control. Two of the largest

are La Romana in the east, where the

investment is stated to be some $7,-

000,000, with 16,000 acres in cane and
a labor force of 7,500, and Barahona in

the west. This is a new plantation

which is grinding this winter for the

first time. The investment here is

said to be over $10,000,000. A splen-

did plant has been built with adequate

provision for houses for the employes.

The total possible sugar production is a
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matter of conjecture but several times

the present output can be grown.

Domestic Animals. The Dominican
appears to have more.and better cattle

and horses than the Haitian. He (and

she) are very fond of their horses and
are superb riders. Some use is made
of the stock for draught purposes.

Goats are very common.
Housing. In the Dominican Re-

public nearly all the houses in rural

districts are made of palm boards. One
rarely sees a mud-plastered cabin.

The roofs are of palm, metal being pre-

ferred by the better situated. The
ruralhomes are at times very attractive,

with well-kept yards, decorated with

flowering or brightly colored shrubs.

If on the main roads, there is often a

neatly kept hedge which gives evidence

of considerable pride. I am told that

the new roads are having a marked in-

fluence in stimulating the better care

of premises. There are few outbuildings

and latrines are almost non-existent.

The running streams are the main
water supply, but in the Cibao there

are many cisterns and a few wells.

In the towns the architecture is Span-

ish. The houses are generally directly

adjoining the street, giving the passer-

by fuU opportunity to get glimpses of

domestic scenes as doors and windows
are wide open till closed at night. In

every town is the square often so elab-

orately planted that no open place is

left. These parks are the center of the

evening social life. Late in the after-

noon the girls and boys are prome-
nading and in the evening their parents

are also in evidence. Here are given

the band concerts which everyone

attends. The main streets of the lar-

ger towns are more or less macadam-
ized. The sidewalks are very narrow, at

times two or three feet above the street

level, and not infrequently at different

levels in front of two adjoining prop-

erties, so great care is needed.

Sanitation. As regards health there

seems to be no great difference between

the two ends of the island. The pre-

vailing diseases are the same. An
American doctor in charge of a local

hospital spoke of the amount of surgi-

cal work needed in a country with few

doctors, none, practically, in rural

districts. He also had noted a gain

in weight of patients after entering the

hospital, thus confirming casual obser-

vation as to the inadequacy of food

eaten. In the Dominican Republic

the French law prevails that a doctor

cannot carry or give medicine; instead,

the patient must be examined by the

doctor and medicine then secured from

a druggist. This leads to doubling of

charges, to much neglect of suffering

among the poor and to hardship in

emergency cases. While such a law

may have its advantages in France it

is worse than foolish under Dominican
conditions. The druggists are said to

charge often $4 for simple medicine,

which costs but a few cents, and which

the physician would probably give the

patient. The number of apothecary

shops in all the towns and the amount
of patent medecine carried, leads the

visitor to accept as low the estimate

that 5 per cent of the total income is

spent for drugs.

Epidemics have been rare here as in

Haiti but the country suffered severely

from the "flu" and in the autumn of

1921 the smallpox epidemic had crossed

the border line from Haiti and was
spreading rapidly. Yet an American

critic of the administration was con-

demning it for buying vaccine points.

At first the papers and local doctors

ridiculed the diagnosis of the disease as

smallpox. One Spanish doctor, having

first vaccinated his own family, made
speeches against the vaccine campaign

and condemned the vaccine which he,

himself, had used. By the end of

October the paperswere condemning the
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government for not taking more ener-

getic measures. While there are some
good physicians in the towns nurses

are scarce and hospital facilities are

grossly inadequate. There are no

sewers in the town. A new leprosar-

ium is nearly ready for occupancy.

The Family. The girls are strictly

chaperoned in the better families and
marriage is said to be impossible to

one who has fallen. In the lower

classes concubinage is common. The
illegitimate birth rate is high, varying

in different regions. No reliable fig-

ures can be secured. Formerly one

civil official issued the license while the

ceremony was performed by another or

by a priest. Under the present law

the priest can issue the license also,

while one civil official can issue license

and perform ceremony. This change

was introduced to try to limit common-
law' marriage. As a rule, marriage is

contracted early and large families

abound. Prior to June 13, 1918 (Ex-

ecutive Order No. 168) there seems to

have been no legal requirement that

parents should support their children.

Labor. In the rural districts the men
and women work side by side and both

are seen on the roads taking produce

to market. In the towns the lower

class women work not only as servants

but in the factories. Until lately the

higher class women did no work out-

side their own homes, and not much
there, according to common report,

but now, since a number of young
women from Porto Rico have set the

example, many Dominican girls are

found in government offices as clerks

and stenographers. The Dominican
is reputed a rather capable but rather

unreUable laborer. In considerable

measure this is said to be due to the

prevalency of land ownership. Having
his own land he does not care to work
regularly for others. He likes to

take contracts, if not of too long dur-

ation, but cannot be relied on for

steady performance. He appears to

be good with machinery. It has long

been necessary, to bring in outside

laborers for the sugar plantations be-

cause of these conditions and the roads

are today Ijeing constructed by Haitian

labor. In some of the poorer districts,

the Dominicans are said to be much
steadier as day laborers. Common
labor was being paid fromeiglity cents a

day up in 1921 and it was claimed that

few would work at the bottom price.

In the towns, perhaps as a result of

American influence, the washerwomen
were charging as much as is charged

in our big eastern cities. The upjjer

class man rather despises manual labor.

Personal Traits. From the stand-

point of culture there are great differ-

ences between the higher and lower

classes, for in the Dominican Republic,

also, the middle class is hardly existent.

Both, however, have traits in common.
They are intensely proud of their

Spanish connection and think and
speak of themselves as Latins. One al-

most never sees burdens carried on
their heads, a custom so characteristic

of Haiti. They are kindhearted and
generous to their friends, though rather

indifferent to suffering. Courtesy is a

mantle to be worn on all occasions.

They are outwardly polite regardless

of their feeHngs. They will stand on
the sidewalk or street blocking yourway
but with no thought that they are in-

conveniencing you. Though I was in

the country when the newspaper agi-

tation was at its height never once

was I treated in discourteous fashion.

Among themselves the young men are

said to be rather given to fighting

—

"They are always at it," said one

young woman. In pre-Occupation day
everyone carried a weapon and the

one most desired was a pearl-handled

forty-four caliber revolver. Homi-
cide was common.

I
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Amusements. There are a goodly

number of creditable newspapers in

the various towns and these are sold on
the streets more freely than in Haiti.

Rumor and surmise are more promi-

nent than news. There are more and
better bookstores than in Haiti but the

stores carry a large supply of Spanish

stories either of the wild-west type or

extremely salacious. Reading is not a

general habit although the clubs will

have well-bound editions of the classics.

The movies are well-patronized but

the films are extremely poor and one
must wonder what sort of an impression

they give of America. There are some
good bands in the different towns.

Business. Here, as in Haiti, "big

business" is in the hands of foreigners

and many of the better shops are con-

ducted by Spaniards or Porto Ricans.

There are a good many Syrians who
have not encountered as much oppo-
sition as in Haiti. A few American
enterprises have been started, such as

the electric light and water works sys-

tem formerly supplying Puerto Plata

and Santiago, just now in a state of

suspended animation owing to ina-

bility of the company to continue old

rates under war conditions and the re-

fusal of the Dominicans to modify the

contract in satisfactory manner. The
leading banks are the International

Banking Corporation, which is under
the City National Bank of New York,
the Royal Bank of Canada, and the

Bank of Nova Scotia, the latter a new-
comer. Save the sugar estates there

seem to be few agricultiu-al enterprises

in foreign hands.

Manufactures. Factories are not
numerous in the country but there are

a number of distilleries where rum is

made, which are owned and operated
by Dominicans. During the War a
well-equipped safety match factory

was started at Puerto Plata which is

turning out a good grade of match

which finds ready sale throughout

the country. There are two ciga

factories making excellent cigars, both
Dominican owned and operated, in

addition to cigaret factories of foreign

ownership. A great quantity of cigars

are made in homes and small work-

shops for local consumption.

Railroads. There are only two lines

of railroad doing a general business,

with a combined mileage of about 150

miles. The Dominican Central Rail-

way runs from Puerto Plata through
Santiago to Moca, 60 miles. This was
built by foreign interests but was taken

over by the government in 1908. It

is a narrow gauge and climbs up a grade

of 11% from the coast in order to reach

the Cibao. The second road, the Sa-

mana and Santiago Railway, rims from
Moca to Samana with branches to

San Fernando de Macoris and LaVega.
Although not standard gauge it differs

from the first so no cars can be
transferred. No railroad runs from
the northern to the southern part of

the country and while the project has

often been discussed there is no pres-

ent prospect that such a road could

pay expenses. On. the sugar estates

in the south there are 225 miles of pri-

vate roads. There is also a short line

of some five miles connecting Azua
with its port.

Roads. Prior to the Occupation

there were few wagon roads in the

country although an excellent . be-

ginning had been made. Transporta-

tion was largely on horseback. There
was no wagon road even between the

Capital and the Cibao and the journey

from Santiago to Santo Domingo was
a matter of days even under favorable

conditions. I shall want to speak of

the public works again so will only add
that it is now possible to go from
Monte Cristi to the Capital in an auto-

mobile with the single exception of a

gap of some twenty-five miles in the
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mountains, which will be entirely

closed in a few months. Even now the

trip from the Capital to Santiago is

sometimes made in one long day.

About 1912 an American engineer

was put in charge and some good roads

were built, but he seems to have en-

countered much opposition and the

appropriations were irregular and the

funds wasted on disconnected bits of

road. To what extent this was due to

local politics, to what extent to the

official who had been trained as an
electrical engineer instead of a civil

engineer, or to his lack of tact and un-

compromising honesty, I cannot say.

Ports. There are docks at Puerto

Plata, La Romana (dock belongs to

sugar company but is open toothers),

San Pedro de Macoris, Santo Domingo
and Barahona; elsewhere lighters are

used. There are a number of lights

on the coast. The harbors are not in

very good condition, never having

been adequately dredged.

Steamship Lines. The Clyde Line

has had a monopoly much of the

time in the trade with the United
States. Now at least two other lines

send freight steamers regularly. The
French line gives direct connection with

Europe. There is also frequent con-

nection with Porto Rico.

Commerce. The foreign trade of the

Dominican Republic estimated by five-

year periods is as shown below.

This table indicates a very grati-

fying increase in the total foreign

trade but a considerable part of the

increase after 1914 is due to war-

time prices, jast Uke the terrific slump
which came in 1921, and has little re-

lation to production. The production

of sugar has been doubled from 85,000

tons in 1910 to about 185,000 in 1920.

A large part of this commerce is with

the United States. For instance, in

1919-20 the United States trade repre-

sented 77 per cent of the imports and
87 p>er cent of the exports; 13 per cent

more of the imp)orts were from Porto

Rico and to Porto Rico went 2.6 per

cent of the exports.

For the year 1918, which can be
taken as typical, the chief imports and
exports were as shown in the table on
page 173.

Economic Situation. The rapid in-

crease in commerce brought great pros-

perity to the country. The crops

were good; the prices were high. Dur-
ing the War there was no special short-

age of anything. Those who had pre-

viously eaten white bread did not have

to make substitutions. The ; money
income was great, both for the individ-

ual and the state. The merchants

seemingly expected the boom to last

forever. They were given extremely

liberal credit both by banks and by
American houses. After the War
there seems to have been a good deal

of "dumping" here as well as in Haiti.

It was not until 1921 that the signifi-

cance of the War came home to the

Dominicans. Suddenly there was no

market for their goods. Merchants

could not sell because no one could pay.

In the sununer of 1921 the Dominicans

did not declare a moratorium. It was
not necessary. They simply stopped

paying their bills . I saw many accounts

settled for 35c on the dollar. A banker

told me that the banks had failed to

Foreign Trade of the Dominican Republic, 1905-1920

ImporU Exports Total

1905 $2,736,828 $6,896,098 $9,632,926

1910 6,257,291 10,849,623 17,107,314

1915 9,118,514 15,209,061 24,327,575

1920 46,525,876 58,731,241 105,257,117
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foresee the crash and were caught with

large loans outstanding. He said that

his guess was that the loans of very

doubtful value today ran from about

$12,000,000 and $7,000,000 to $2,000,-

000 for the three largest banks. The
warehouses are loaded with goods

bought at high prices which cannot be
sold for more than a fraction of the

original cost. This situation and the

uncertainty of the future have greatly

increased the discontent against the

Americans, who, in some mysterious

way, are held responsible . The govern-

ment tried to save the tobacco growers

by buying crop at a price above the

market. It has the tobacco on its

hands and the outcome is uncertain.

The Future. In time the crisis just

mentioned will be met and conditions

become normal. The country is rel-

atively undeveloped. The climate and
soil are good, although one needs

to be very careful of the exaggerated

statements often made. Probably not

more than 10 per cent of the soil is

really first-class. But a growing sea-

son practically twelve months long and
a soil of average fertility wherever the

water supply is ample, accomplishes

wonders. Schoenrich is correct in

speaking of Santo Domingo as the

country with a future. Nature has

done her part. What will man do?

Schools. In 1915 the Dominican
Republic did not own a single school-

building. Rural schools were almost

unknown, not exceeding eighty-four

in number, the superintendent told me.

The total school enrollment was about

18,000. While there were some public

schools in rented buildings dependence

seems to have been placed on the pri-

vate, subsidized schools, the subsidy

depending wholly on political influence.

The teachers were paid very little and
very irregularly. There was. little

supervision of the schools. Diplomas
and certificates were given with very

little reference to qualifications. Nu-
merous private secondary schools ex-

isted, "all issuing diplomas none of

which required proper preparation

therefor and most of which required

practically none." There were two
Institutes of Social Studies and one Pro-

fessional Institute whose functions seem
have been to furnish salaried positions

and a poorly equipped and inade-

quately supported University. The
government sent some fourteen stu-

dents abroad but there was complaint

as to method of selection. On paper

there was a comprehensive system but,

as Mr. Lane once wrote, "The code of

education was a pompous collection

of inane provisions." Probably the

best way of measuring the efficiency

of the school system is the fact that

about 90 per cent of the population

was illiterate. The children of the

well-to-do were educated abroad, often

in the United States, if light enough in

color to pass as white. There was
little interest in general education save

in limited groups. Here as elsewhere

Chief Imports and Exports of the Dominican Republic for the Year 1918

Percentage of Total Imports Percentage of Total Exports
22.46 Foodstuffs 61.90 Sugar, inel. cane and molasses
18.46 Cotton 21.64 Cacao
9.57 Machinery and Apparatus 7.39 Tobacco (leaf)

7.61 Iron, steel and manufacturing 1.30 Hides (cattle)

5.51 Fibres, vegetable and manufacturing 1.05 Honey •

3.97 Hides, skins and manufacturing 1.02 Coffee
3.14 Mineral oils .85 Goatskins
2.41 Woods and manufacturing .80 Beeswax

12
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were individuals, prophets of a new
order like the Porto Rican, Eugenio
M. DeHostos, whose name is spoken
in reverence by the Dominicans.

Religion. The Roman Catholic
Church is dominant in the country.

To a large extent its churches have
been built from public iFunds and there

is some |dispute^[asj,ito whether the

buildings are or are not the property

of the state. With the exception of a
small handful of Spanish Franciscans,

all the priests are natives. The pres-

ent Archbishop is very popular but the

priests as a body are despised rather

than respected, both by foreigners

and educated natives. Rome appears

to have little control of the situation.

The local priests live op>enly with their

women and their families are not lim-

ited to one. Drunkenness is frequent

among them. The French priests of

Haiti are disgusted with them. Judg-
ing by appearances the Dominican men
have only a formal contact with the

church, the great mass of attendants

at meetings being women. The Prot-

estant churches in the country are

few and feeble. A number of denom-
inations maintain missions. Except
among the immigrants one finds no
traces of the Voodooism so dominant in

Haiti.

Government. The constitution estab-

lishes a representative form of govern-

ment. The Senate is composed of

twelve members, one from each prov-

ince, elected for six years. The
Chamber of Deputies has twenty-four

members, two from each province.

SuflFrage is extended to all males over

eighteen years of age. The Congress

is supposed to meet each year on
February 27 for a period of ninety

days which may be extended sixty days

if necessary.

The president is elected for six years.

There is no vice-president, Congress

choosing his successor in an emergency.

The Cabinet consists of the secretaries

of the seven departments:

The Department of the Interior and
the Police, which oversees the adminis-

tration of the provinces, the munici-

palities, and the police force and has

charge of tlie archives.

The Department of Foreign Affairs,

which has charge of the consular and
diplomatic corps and foreign relations.

The Department of. the Treasury
and Commerce, which collects and dis-

burses public funds and prepares

statistics.

The Department of War and Navy,
which attends to all matters of public

defense.

The Department of Justice and Pub-
lic Instruction, which has in its charge

courts and prisons, matters of educa-

tion, and all things pertaining to the

Roman Catholic Church.

The Department of Agriculture and
Immigration, whose title is self-explana-

tory but whose accomplishments have
never been very striking.

The Department of Promotion and
Communications, which controls aU
public works and the granting of pat-

ents, trade-marks and mining claims.

There are twelve provinces, each

with its own appointed governor who
is directly responsible to the Secretary

of the Interior and Police. In actual

life these governors have often ruled as

petty kings and have sought to rival

or "oust" the president. Their pow-
ers are considered too large by some
of the ablest Dominicans. The prov-

inces are divided into communes with

necessary local officials.

Courts. In each commune there is

at least one local court (alcadia),

sixty-three in all. Each province has

one court of tl^e first instance. There

are courts of appeal at Santiago and
Santo Domingo (possibly a third at

LaVega—my authorities are conflict-

ing), the number of whose judges can
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be increased but not diminished by
the president, and a Supreme Court at

Santo Domingo, The last consists of

a presiding judge and six assistants ac-

cording to the constitution, but I be-

Heve there were but five at the time of

my visit.

The legal codes are almost literal

translations of French codes of the

middle of the nineteenth century with

few adaptations to local conditions.

The legal books are usually French.

The courts have been poorly equipped

either with furniture or books. There

has been little supervision of judges or

lawyers and the average standard is

not considered very high.

The Dominican courts seem to have

aroused much less antagonism than

those of Haiti. There is little evidence

of discrimination against the foreigner.

There are, of course, curious decisions.

On one of the sugar plantations an

automobile driven by a man probably

intoxicated and carrying the owner

also intoxicated attempted to cross a

railroad track one night at about two
o'clock. It was struck by a train which

was being backed down the track with

the engine at the further end, a brake-

man carrying a lantern on the front car.

Damage suit was brought and the

court held that the chauffeur, brake-

man, engineer and fireman were equally

responsible and imprisoned all of

them while it fined the sugar company
$500. This was paid as the company
feared to fight. This case probably in-

dicates an attitude towards corpora-

tions not unknown elsewhere rather

than an attempt to penalize the foreign-

er. Incompetency rather than crook-

edness is the burden of the criticisms.

Attitude Toward the Law. As re-

gards the attitude towards constituted

government little need be said. One
recent writer has thus summarized the

situation: "During Santo Domingo's
seventy years of national life, nineteen

constitutions have been promulgated,

and there have been fifty-three presi-

dents, but three of whom have com-
pleted terms of office for which they

had been elected. Two were killed,

twenty deposed, and the others re-

signed more or less willingly." There

were thirty-five presidents between
1863 and 1916, thirteen between 1899

and 1917 and seven between 1911 and
1916. It is evident that the central

government has never been any too

secure. The fact is that most of the

time there was active revolt in some
part of the country. Although the

president appointed the governors he

had to take the strongest men even

though these were opposed to him.

At one time a provincial governor con-

trolled part of the city of Santiago

while the rest was ruled by the com-
mandant of the fortress there. Here
another governor was raising his own
army and handling revenues with little

regard for national laws while else-

where a private citizen owning a great

territory ruled as a feudal lord, gather-

ing to himself criminals and malcon-

tents from other regions. Where the

opposition did not dare come out into

the open guerrilla warfare and banditry

flourished, often supported by politi-

cians in the towns. Between these

political bandits and roaming criminals

no hard and fast line can be drawn. I

am informed that even the strongest of

the rulers like the despot Hereaux,

dictator from 1881 to 1889, or Caceres,

who was assassinated in 1911, had
never entirely suppressed the brigands,

particularly in the eastern district.

The Dominicans have never attained

that respect for law without which
orderly government is impossible.

Nominally a republic, the actual

government has been a despotism.

There have never been political parties

as we understand them. There have
been parties named after their leaders
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but their programs have been identical,

that is, to get into oflBce. It is diffi-

cult to point to any measure under-

taken by any government for the

benefit of the country. There have
been no free elections worthy of the

name, though there have been contests

betw'een these personal followings.

The voting has been under direction.

Graft. In a country so managed
it must be expected that officials

will try to make private profit out of

their positions. This is freely ad-

mitted. The politician has dodged
his taxes as have other influential men.
For instance in 1917 with some sixty-

six stills operating in the north the in-

ternal revenue from them was less than

$15,000 a month, but when in 1919 an
American was put in charge and the

stills reduced to nine, the revenue in-

creased to $35,000 a month. In the

province of Santiago, with from twenty-
two to twenty-eight stills operating

between 1912 and 1917, the total reve-

nue was about $55,000, but in the first

seven months of 1918, one still alone in

Santiago paid $57,000 revenue. A
competent observer said that his guess

was that the graft in the civil pay roll

was not more than 5 per cent but that

big money was made on supplies for

the army and in financing revolutions.

This last was the origin of a large part

of the old fortunes of the country.

Everywhere the people believe that the

officials are grafting. Formerly every

cigar had to have a separate revenue

label and it was forbidden to remove
this until the cigar was partially con-

sumed. Now each box or package

must have a label and I was told in

Santiago that probably three-fourths

of the cigars smoked had paid no dues
as only the larger factories could be
made to observe the law. I cite this

to show the attitude of the common
man. He does not believe that any
official is honest and knows that he
would not be if given similar opportuni-
ties. Bonding companies are signifi-

cantly absent.

We are often told that the revolu-

tions were practically bloodless and
were really little more than counter-

parts of our electoral campaigns, with
rifles and revolvers furnishing the fire-

works. Aside from the fact that the
natives say that the revolutions were
becoming more violent, this statement
ignores their effect on industry. "The
peasants have nevet had any induce-

ment to save," said a Dominicanwoman
to me one day. It was useless to try

to accumulate stock or other property

when tomorrow, or next week at the

latest, some leader or his gang would
come along and seize everything. No
continued industry was possible if

"volimteer forces" might appear at

any time looking for recruits. The
handicap to the country was enormous.

It is evident that there are certain

fundamental resemblances between
Haiti and the Dominican Republic in

spite of equally obvious differences.

The latter country is a bit further along

the road to civilization but is still

stumbling over some of the same ob-

stacles. The necessity of an inner

change in the attitude of the leaders

is just as acute.
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CHAPTER II

The Military Government

AFTER the flight of Morales in

1906, Caceres became president of

the Dominican Repubhc and was re-

elected in 1908. He was assassinated

on November 19, 1911, and replaced

by Victoria, who was elected constitu-

tional president on February 27, 1912.

Revolution broke out and the United

States sent a commission which helped

effect an agreement between the leaders

of the opposing factions. The Domini-

can Congress assembled and accepted

the resignation of Victoria, electing

the Archbishop, Adolfo A. Nouel, as

president. In spite of his personal

popularity he was not a strong execu-

tive and after a brief time resigned in

disgust. Bordas became provisional

president, April 14, 1913, and served

for one year. There were other revolu-

tions and another commission went
down from Washington. The resigna-

tion of Bordas was arranged and Baez
became provisional president, August

27, 1914. In October, Jiminez was
elected president, taking office in

December. For a time all was quiet

but in April, 1916, Arias, the Secretary

of War, deposed Jiminez and assumed
power. With the consent of Jiminez,

American forces were landed on May 5

with orders to support Jiminez and
Arias was notified that he would not be

recognized as president. The Domini-
can Congress then chose as provisional

president a prominent physician who
had given up his profession to enter

politics and who had lived many years

in Cuba, Dr. Henriquez y Carvajal.

As a condition of its recognition of

the new government the United States

suggested a convention similar to the

one with Haiti (which is reprinted on
page 152) . This the Dominicans abso-

lutely declined. The American author-

ities then refused to turn over to the

government the revenues collected.

Finally Washington resolved to end
the trouble and order the naval forces

to take entire charge. So on November
29, 1916, there was set up "The Mili-

tary Government of the United States

in Santo Domingo," which has re-

mained in complete control since. The
governor has been an admiral of the

United States Navy, more correctly a

series of them. All the high officers of

the central administration have been

Americans.

Lack of Definite Reasons. So far as

I can learn, Washington has never

given either to the Americans or to the

Dominicans a definite statement of the

reasons leading to the intervention,

except the brief statement in the Knapp
proclamation that the intervention was
to help establish stable government in

order that treaty obligations might be

kept. It is not publicly known just

what men advised such intervention.

Until some of the inner facts are re-

vealed it is difficult for the outer world

properly to evaluate the courses fol-

lowed or to award praise or blame. The
Dominicans understood at first that a

legation guard was to be landed; then

that men were being sent to prevent

damage by revolutionists; but the

subsequent demands of the United

States make these seem but excuses.

I have indicated that from the Ameri-

can standpoint the Dominicans had
not, perhaps because they could not,

lived up to the pledge not to increase

the debt without the previous consent

of Washington. The preceding para-

graph indicates a great deal of internal

turmoil. In all of this, however,
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neither American lives nor property

were jeopardized so far as known.
Prominent Americans and Domini-

cans have told me that they believe

that Washington knew of certain

plans of Germany to use the island if

opportunity oflPered and, inasmuch as

we were not then at war, thought it

better to forestall such a possibility.

If this were the main reason it is dif-

ficult to understand why President

Wilson waited until December, 1920,

before proposing to withdraw the

troops. Some Dominicans believe that

Washington more or less identified the

Haitian situation with the Dominican
and failed to appreciate the differences.

It may be that European countries

urged our government to intervene.

So I was told by one of the highest

oflBcials under Mr. Wilson. There is no
evidence whatever that this action was
due to any imderhanded or grasping

motives. This the Dominicans admit
for they, and I, believe it was done in

good faith as a matter of necessity. I

should like to know, nevertheless, just

what the reasons were. Admitting
then that only the strongest arguments
could have induced Mr. Wilson to

order an occupation seemingly so con-

tradictory to certain principles empha-
sized by him, and admitting good faith,

it is possible that the action was a grave

mistake. Here, then, is the fundamen-
tal question which makes all the prob-

lems of actual administration of our

trust insignificant but upon which we
must suspend judgment until all the

facts are known.
No Evidence of Policy. Whatever

the facts prove to be in regard to the

reasons for occupation, there is no
evidence that Washington had at the

outset, or has developed since, any
well-thought out policy or program.

It presented a scheme for a new treaty

as already mentioned. When this was
refused and anarchy threatened, Wash-

ington, finding its hands forced, ordered

the Navy to assume full control. Under
such circumstances one would natu-

rally assume that the officials in the

Dominican Republic would be given

a policy to be carried out. No trace of

any such policy can be found. Seem-
ingly Washington has drifted along in

a hopeful attitude, settling problems as

they have arisen but holding no clear

vision of what it wants to do. The
men on the ground have been left to

their own devices. Admiral Knapp
decided to interfere as little as possible

and Washington was satisfied. Ad-
miral Snowden, who is reported to have

said that he "would be damned if he

did anything and damned if he didn't,"

decided on the former course and
Washington was just as satisfied.

Whether the State Department and
the Navy Department saw eye to

eye is a matter of doubt. Certain

important recommendations of both

military and civilian representatives

were quite contrary to the policy of

withdrawal announced by Mr. Wilson

and I am told that the local officials

knew nothing of this decision until

they received the declaration with

order to publish. If it be true that

Washington had no policy, it is a

reflection on our methods. It has put

our representatives on the island in an

unfair position for they are supposed

to be the executors of our policy, not

the originators. I have sought to

make this point clear before discussing

what the Occupation has done, because

of its bearing on our final verdict.

It would be hard to find a more
responsible or more anomalous position

than that of the admiral called on to

serve as governor of the Dominican
Republic. His immediate assistants

were fellow officers many of whom, in

keeping with American traditions, did

not know the language of the coimtry.

In the provinces were the old native
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oflBcials, the governors, the communal
councils, etc. The old system of courts

with native judges existed. Congress

was no more. - If new laws were needed
there was no way to get them except to

issue executive orders and 589 such had
been issued by December 31, 1920.

But would the courts recognize and
enforce these new laws? It is obvious

that while the governor might obtain

the best native advice on modifications

of the old laws (which was often asked)

he could not count on the hearty co-

operation of the people, particularly of

the educated class, which was most
likely to feel antagonistic. Regardless

of the wisdom or the necessity of his

decisions there was sure to be sharp

criticism. As a matter of fact, he has
been compelled to issue orders which
afiFect nearly all departments of the

national life. It is out of the question

to consider all of these and we can only

indicate some of the more important
changes made and describe some of the

new programs, and indicate the nature
of the criticisms. I should add that

the policy has been to employ Domini-
cans wherever possible.

Preservation of Order. While there

was some armed opposition to the

marines when they entered the coun-
try this was speedily overcome. The
military problem became a police

problem. There had always been
armed individuals and at times armed
bands in various parts of the country
whose suppression had been difficult,

both because of the nature of the coun-
try and because they were more or less

supported by public sentiment. As
already stated there was no hard and
fast line between the roaming criminals

and the revolting politicians, the
" gavilleros " as they are locally called.

The peasants feared to oppose or de-

nounce them and their fear w^s justi-

fied. Even the big sugar estates for-

merly "paid for protection" and I am

told that they have continued this

policy even under the Military Govern-

ment. To assist in suppressing such

trouble the natives were required to

surrender all arms and it has been very

difficult to get a permit to possess even

a shot gim. One result of this policy,

which is approved incidentally by all

thinking Dominicans, has been a great

reduction in homicide. A prominent

man told me that in the province of

Santiago prior to the Occupation there

were about 300 homicides a year and
that since there have been only 50 a

year. Many Dominicans freely admit-

ted the truth of the statement. This

means that over a thousand Dominicans

are alive and, we will hope, well, who
would have been dead had the old con-

ditions obtained. This number, let us

note, is many times the total of all the

atrocities ever charged against all the

Americans in the entire country.

There was an increase of banditry in

the summer of 1921. About the middle

of September I heard that arms from
Mexico, via Jamaica, had been landed

at Monte Cristi, their delivery having

been arranged by prominent men of

San Pedro de Macoris, I was not

greatly surprised to learn that in the

round-up made at the end of the month
after the English manager of a sugar

estate near this town had been kid-

napped and held for ransom, brand

new Smith and Wesson arms with new
ammunition were captured. The poli-

ticians in the towns, hoping for the

early departure of the Americans, were

starting their old games.

Barring such local affairs the entire

country has been at peace and the

foreigner as well as the native can go

about freely without fear. Evidence

of a changed order is seen in the fact

that many peasants who had formerly

hidden their cabins away from the

main roads are coming out of the brush

and building new homes on the high-
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ways. Everywhere I found that now
they feel safe and have no fear either

for themselves or their possessions.

The p>easant a])preciates the substitu-

tion of order for the old revolutions.

Of course, arms and ammunition are

smuggled in once in a while. In one

case the crew on one of the Clyde liners

had planned to deliver a considerable

quantity which they could have sold at

great profit but the shipment was dis-

covered. There are, however, few

arms of any account in the hands of the

public.

Police Force. The Military Govern-

ment has built up a local force known
at first as the "Guardia" and still so

called except in official papers. (For

some reason the name was changed in

June, 1921, to Policia Nacional Domin-
icana.) This consists of some 800 men,
officered by Americans, and is very

similar to the Gendarmerie of Haiti,

although its duties are more limited.

The pay of privates is $1.5 per month.

It is criticised by the Dominicans just

as the Grendarmerie is by the Haitians.

Its officers however feel that it is to

become a valuable asset to the country.

I suspect that much of the local opposi-

tion is due to its control by Americans.

Some of the papers in 1921 tried to

start a movement to condemn as

traitors those who served in it.

Internal Revenue. While on the is-

land I learned that after 1904 very

great frauds grew up in connection

with the internal revenue. In the

report submitted in November, 1920,

by Lieutenant Commander A.H. Mayo,
the officer administering the Depart-

ment of State and Commerce, I find

ample confirmation of this statement

and from his report I take the state-

ments in this paragraph. The total

internal revenue collected in 1916 was
$782,144; in 1917, $1,232,697; in 1918,

$1,697,163; in 1919, $3,014,230 and in

1920, about $4,000,000 (I do not have

the exact figure at hand) . The amount
collected on alcohol, which had averaged
about $210,000 per year from 1909 to

1916, rose to $511,000 iir 1918 and to

$809,000 in 1919. In July, 1917, the

largest distillery was sued for fraud

and paid out of court the sum of $64,-

340.10 to settle the case. Commander
Mayo adds

:

The frauds committed in the administra-

tion of the alcohol tax were far exceeded by
the illegal traffic in stamps and stamped

paf)er. Government stamps and stamped
pap>er had been used by the government, or

by the officials of the government, to

barter for the purpose of obtaining ready

cash, and both were often sold in large

quantities at an almost ruinous discount.

Officials of the government frequently

collected commissions on such sales.

Elsewhere he states:

Enforcement of the old license law has

been in the hands of the local municipal

governments. Due to poor methods and

the practice of selling the right to collect

taxes, it was not a success. Of the many
taxes imposed and collected by the munici-

palities it is doubtful if more than 70 per

cent of the taxes due and payable were ever

collected and in all cases the cost of collec-

tion was enormously high, often reaching

as much as 50 per cent.

It is estimated that the municipal

collections did not exceed $260,000,

while in 1919 under the new system

$630,305 was secured. These changes

of great advantage to the country have

been brought about largely by the

systematizing of the work, the dis-

charge of a large number of dishonest

men, the introduction of a local bond-

ing system supported by the employes

themselves and not by an increase in

the taxes themselves.

Direct Taxation. The tax on land

created by executive order No. 282 on

April if), 1919, is in many ways the

most important change made by the

Americans. The originiil order con-
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tained some foolish provisions such as

the attempt to graduate the tax on the

amount of land held, not on its produc-

ing power, which had to be changed.

Leading Dominicans admit the value

of the tax and there is little chance of

its future abolition. The rate of the

tax is one-half of one per cent on the

assessed valuation. This law compelled

the development of a force of assessors

and Porto Ricans seem to have been

selected at first. There is much com-
plaint of the way they did the work
but it is difficult to determine the

justice in the complaints. As a fact,

the difficulties were no greater than

one would anticipate and experience

will show what changes are needed.

The law has succeeded already in

destroying many fraudulent titles. The
declared valuation of the real property

was $141,000,000. The tax collected

in 1919 was $740,924 and in 1920,

something over $900,000. The col-

lections in 1921 ran considerably be-

hind this sum. This was due in part to

the financial depression; in part it was
the result of the belief that the Ameri-

cans would soon withdraw and that a

native government would repeal the

law. As a rule the people had accepted

the law without much objection but

some, of course, were antagonistic. One
former provincial governor, for in-

stance, refused to pay until given the

privilege of paying within twenty-four

hours or going to court.

Handling of Funds. The American
officials deserve great credit for their

work in developing the financial

methods of the government, in intro-

ducing system, in securing honest

employes, and in avoiding the least

suspicion of any graft or dishonesty on
their own part. For once, at least, the

government funds have been honestly

administered. It is to be hoped that

the Dominicans appreciate these facts.

So well have affairs been administered

that all obhgations have been met in

spite of the fact that the salaries of

employes have been materially in-

creased, and by 1920 there was a sur-

plus of some $4,000,000 in the treasury.

Just now the situation is changed. The
officials do not seem to have realized

the near approach of a financial crisis

in the world's affairs which would in-

volve the Dominican Republic. It is

nowcommon to condemn these officials,

but we must not forget that the local

banks were equally shortsighted. I

am inclined to the belief that some
people in the United States were no
better informed.

Education. The Dominicans freely

state that the impetus given public

education is one of the best things done
by the Americans. Rufus H. Lane,

who was in charge of the school work,

appears to have been one of the best

men we have sent down; at least the

Dominicans are enthusiastic about

him. No less enthusiastic over the

schools is his Dominican successor.

Since the Americans came the number
of rural schools has increased from 84,

with about 1,000 children enrolled (av-

erage attendance 40 per cent) to 489.

The salary of the teachers has increased

from $5 and $10 a month to %55 and
the salary is regularly paid. (After the

financial crisis the salary was reduced

to $40 as an emergency measure.)

There are today 489 rural primary

schools, 49 primary city schools, 69

graded schools, 6 industrial schools, 4

special schools, 2 normal schools, as

well as the University which has been

somewhat reorganized. The total en-

rollment has increased to 100,000. It

is estimated that some sixty to sixty-

five thousand children have learned to

read and write. In some rural districts

the census showed that 20 per cent of

the population could read and write

and that nearly all of these were
children under sixteen.
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In the towns there is a school-day of

five hours. In the country there are

two sessions of three hours each for

diflFerent groups of children, thus en-

abling the building to do double duty.

In the hurricane of September, 1921,

many schoolhouses were wrecked and

many of these were among the first

buildings to be repaired. Even the

bandits are alleged to have forced such

repairs. Local school organizations

have been started even in rural com-

munities, which have built manyschool-

houses. Five excellent buildings have

been erected by the government, two in

Santo Domingo, two in San Pedro de

Macoris and one in Azua. Plans had

been made to erect many others but

there were many difficulties encoun-

tered. Some to>vTis refused to give

sites. No reliable contractors could be

secured in the North and by the time

outside contractors were ready to bid

the slump came and all projects had to

be abandoned. Meantime, expecting

other buildings to be ready and know-

ing the delays incident to importing,

the school authorities had made large

purchases in the United States of desks

and other supplies which must now be

stored.

Curiously enough it was in connec-

tion with the schools that one of the

greatest psychological blunders of the

Americans was made. Owing to the

financial crisis the school-year, 1920-

1921, was shortened by two months.

This caused a great furore. It seems to

have been a regrettable mistake but

the Dominicans must not forget that in

the old days most of these schools were

not open at all. Such shortening of the

school-year is not unknown in this

country under similar conditions. I

trust this new interest in education

will not be lost but it is not encouraging

to hear in Santo Domingo the common
rumor that when the Americans leave

one of the fine buildings will be used as

an official residence and not as a school.

Public Works. To the question of

permanent public improvements much
attention has been paid. It is under-
stood that Admiral Knapp at first

favored the construction of a railroad

from the Capital to Monte Cristi but
later realized that a system of roads

was preferable. There was also a
crying need for the construction of

schoolhouses, for the repair of existing

wharves and warehouses and the build-

ing of new, for the creation of correc-

tional schools, and asylums for lepers

and the insane, and for hospitals.

After long study a large program was
developed, whose estimated cost was
some $16,000,000. It was proposed to

meet this cost by using some three

miUion dollars available in a fund for

pubUc works, by setting apart another

three millions from the accumulated
surplus of government income and by
borrowing the balance.

This program was endorsed by the

second Pan-American Financial Con-
ference. I am informed that it was also

approved by the State Department;
at least, such is the understanding of

the officials in Santo Domingo. In

substance, the State Department is

alleged to have said, "Go ahead and
spend the six millions and when the

balance is needed a loan will be ap-

proved." At the beginning of 1921 the

officials asked Washington for the loan

and were astonished to find that it

would not be approved. Finally a loan

of $2,500,000 was allowed in order to

meet certain existing obligations and
to complete some of the road building

program. Doubtless this change of

heart was due to the belief that the

Americans would soon withdraw but
its efifect on the program is easily seen.

Roads. Meantime work under way
when the Americans entered had been

carried on. Many difficulties were

encountered. In November, 1917, bids
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for road work were advertised in the

United States and Porto Rico as well as

locally. Two or three American con-

tractors went over the ground but only

one bid had been made by April, 1918,

and the price submitted was so high

that it was immediately rejected.

Admiral Knapp wisely decided not to

attempt construction on a "cost plus"

basis. In 1918 two American contrac-

tors submitted a reasonable bid for the

construction of fifty kilometers of. the

road between Monte Cristi and Santi-

ago, the rest having already been laid.

This bid was accepted and the work
done. In August, 1918, the Depart-

ment of PubUc Works was ordered to

start another road. The question of

labor now arose. The Dominicans had
opposed the introduction of Haitians

for road building and had been sup-

ported by Knapp. But other labor

was not available in sufficient numbers.

Admiral Snowden became military

governor in March, 1920, and shortly

thereafter gave his consent to the

importation of Haitians. By October,

1920, sufficient engineers had been

found and enough labor secured, to-

gether with necessary machinery, to

create the belief that the main program
of roads could be completed by May,
1921. In January, 1921, owing to the

failure to secure the loan above men-
tioned, it was necessary to discharge 90

per cent of the engineers and all of the

laborers and stop work entirely. There
was no resumption of the work until

July 1, 1921, when part of the $2,500,-

000 loan became available. The small

sum at the disposal of the Department
will enable it to finish the main road

after a fashion, but that is all. Tempo-
rary wooden bridges nine feet wide

over some torrential streams must be
left instead of the permanent concrete

structures planned. The local officials

cannot be blamed for the failure of the

original program.

From many standpoints this road

building has been the most important

thing undertaken by the Americans,

more important in my own opinion

than the building of schoolhouses, and
we are making a great mistake in not

finishing the job. One Dominican said

to me: "You are making a serious

blunder by failing to grant the entire

sum needed to complete permanent
roads. The politicians would howl and
the people grumble at first but the

roads would be so valuable that in a few
years the cost would be a minor matter
and the people would be grateful to you
for leaving a structure they could

not hope to create for themselves."

In one community when the work
stopped, the citizens gathered together

and did a great deal of work to put the

road in usable condition. Only one
who has gone over the country can
appreciate either the need or the dif-

ficulties encountered. I sincerely hope
that some solution may be found. That
the Dominicans appreciate the roads is

evidenced by the number of automo-
biles they have purchased in recent

years. Regular bus lines run to all

accessible towns about Santiago and
the Capital.

Wharves. A new concrete wharf
with an adequate warehouse has been

built at Puerto Plata replacing an in-

significant wooden pier formerly used.

The wharf at Santo Domingo has been

much enlarged and a fine custom house

built. At San Pedro de Macoris a

concrete wharf is under construction

to replace an old wooden structure.

The wharf at Barahona has been en-

larged.

Postal Service. In olden days it took
from ten to fourteen days to get mail

across the country. This service has

been greatly improved and will be
further expedited when the roads are

completed. The graph on page 184 will

show, the advance made in the last
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year. The monthly fluctuations are

almost wholly due to weather condi-

tions.

Inasmuch as it is impossible to go

further into the details of the work
accomplished it may be presented in

comparative form by the sketch on
page 185 furnished by the Department
of Public Works.

It is clearly impossible even to at-

tempt to sketch all the activities of the

American officials in administering the

government. I have hardly mentioned,

for instance, the public health work.

I can only summarize by saying that it

has been the endeavor to establish

such programs as we have found neces-

sary in our own country. Before at-

tempting any general estimate of these

attempts it is necessary to consider

briefly one or two other matters.

Censorship of the Press. In an order

is.sued November 29, 1916, it was de-

creed that any comment on the attitude

of the United States or with reference

to the Occupation must be approved in

advance of publication, and the publi-

cation of all violent or inflammatory
articles or those counselling hostility

or resistance to the Military Govern-
ment were prohibited. There has
never been freedom of the press in the

Dominican Republic as we understand

the term, and the order was doubtless

necessary. Its execution, however,

and some of the sentences imposed for

violation caused much feeling. Censor-

ship is seldom either wise or eflacient

and probably many biimders were
made. The funniest story, for whose
truth I cannot vouch, but which was
told me by an educated American, ran
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as follows: The censor had passed an
article in whicli was described the Bol-

shevist movement in Russia, and was
called to account by a higher official.

Subsequently he received an article

signed by the same writer and rejected

it at once—although it happ)ened to

be an article on the Red Cross written

by request.

The old Dominican law recognized

two types of offensive statements:

"difamacion," the allegation of an act

aflFecting the honor or reputation of an
individual, and "injuria," an offensive

statement not imputing a specific act.

The penalty for "difamacion" against

the representative of a foreign country

was punishable by imprisonment from
eight days to three months and a fine

of from $5 to $10. The publisher was
not directly responsible if the offending

article was signed by another. "In-

juria" was a simple police court matter

with a fine of one peso (25c). After the

removal of the censorship it was neces-

sary, if any protection were to be given,

to change this law and so executive

orders No. 572 and No. 573 were issued

December 6, 1920. The first of these

(Sedition Law) prohibited the publica-

tion of (a) any article advocating or

defending anarchy or Bolshevism; (b)

any proposal to overtlirow by force the

Military Government, or resistance to

its laws and legal orders; (c) any criti-

cism of the Military Government, of

the United States, its representatives

civil or military, in such form as indi-

cated an intention to provoke disorder

or revolt, and (d) any discussion of

conditions in the Dominican Republic

couched in language which shows an

intention to provoke disorder or revolt.

The second law (Slander) provided

punishment for the libel or slander of

civil or military representatives of the

United States or similar publications

against the government itself. State-

ments against an individual, if true, are

neither slander nor libel. It is difficult

to find just criticism of these laws

but they were practically repealed for

reasons unknown to me by executive

order No. 591 issued early in 1921,

which practically limited itself to the

prohibition of "doctrines of anarchy"
or "doctrines and practices contrary

to public morals as understood by all

civilized nations."

It seems to be true that the local

officials could not count on the backing

of Washington and that they were
discouraged by the many reversals of

verdicts. It is known that Dominicans
in Washington wrote home that the

papers could say what they chose and
could practically laugh at the Military

Government. Anyhow, early in 1921

the Dominican papers became not only

free in their discussion of local condi-

tions but filled with violent, abusive

and insulting comments with reference

to Americans. Protests to Washington
brought no relief. Leading Dominicans
often expressed regret to me that this

should be tolerated. To show that I

am not drawing on my imagination let

two illustrations suffice. The first is

taken from the first (and last) issue of

El Machete, published at Santiago,

August 4, 1921.

Eulogy to the Dominican Machete

Dedicated to Lulu Rodriguez who knows
how to interpret the dance of the edge of

the machete on white flesh.

Hail to Thee! thou flammiferous cutlas,

which, in times past, in the hands of Lup-

eron and Valerio, dulled your edge lopping

off the head of the invaders of '83.

Hail, Machete! which on other occasions,

solved the problem of an absolute inde-

pendence, without restrictions, by one act,

effected in a sure and bloody manner.

Oh, Machete! your work, effective, regen-

erative and immediate has been replaced

by an act of conservation, which, at the

present time is called "prudence."

What is prudence? What is its interpre-
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tation? Is it to put up eternally with the

opprobrium of a shameful occupation, of an

occupation which implies the civil death of

the Republic?

Oh Machete! Hail a thousand and one

times! because thou, burying thyself in

skulls, describing a circle of vindication in

space, art the only one which gives that

which a people not enslaved aspires to:

their liberty.

Machete! thou who art temporarily

sleeping the sleep of death, come forth

again, brave and triumphant, swift and
avenging, in order that those men, in a

lethargic state at the present time may be

moved; in order that through an act of

honor thou mayest revive the fine tradition

of '44, kept down today by the ill-omened

cetacean of North America which from its

maritime positions, surrounded by the

waters of the Pacific, kills with one stroke

the weak madrepore of the Caribbean Sea.

The writer, one Jorge A. Gonzalez,

lacking the courage of his convictions,

meekly explained that it was written

as a fanciful conceit and that he meant
nothing by it. The military authorities

decided to sheath the Machete.

From the same office and under the

same men there appeared another sheet

on August 27, 1921, entitled El Dogal

(The Halter). I quote the last part of

an article on "Woman."

Our women are treading a miry path; and

I see the mire already coating their fair

skins.

It appears as if the women in my country

had allowed themselves to be more imbued
with the fatal consequences of the morbid

and corrupt relations with the Yankee
than the men. In the United States there

are no moral statutes for the women. The
women, enjoying absolute liberty, are in

complete moral bankruptcy. The women
there lead a very free life; hence the enor-

mous gashes that cut the heart of morality

in two. Our girls copy, perhaps uncon-

sciously, some points presented daily before

their eyes at the moving picture shows and
in the lives of the mercenary women who
come to my coimtry from the north, and go

smiling towards a sad destiny, prepared,

perhaps, by the infamous intentions of this

nefarious intervention.

Nothing whatever was done to the
writers or publishers of such scurrilous

statements save to warn them and
suppress the papers. The regular daily

press was at the same time attacking

every move made by the American
Government or its representatives,

asserting the most corrupt motives for

every action or decision. Yet the local

authorities felt powerless. The reader

should not forget that much less offen-

sive utterances in Haiti had resulted

in the proclamation of May 26, 1921.

It is but another indication of a lack of

program at Washington.

The Dominican Reaction. Ask the
intelligent Dominican for the best

things done in the country by the

Americans and he is likely to reply: (1)

maintenance of order; (2) development
of schools; (3) the tax on land; and (4)

the taking of a census. Some would
give the road building an important
place, but more feel that this is but a

continuation of an older program.
Practically no one would suggest that

the establishment of accounting sys-

tems and the emphasis on honest ad-

ministration deserved attention. Can
it be that they are skeptical of the

permanency of such efforts?

Ask the same man for a bill of com-
plaint and he will say: (1) cruelty; (2)

arbitrary actions; (3) inferiority of

officials; (4) multiplications of laws;

(5) great increase in salaried positions;

(6) failure to imderstand Dominican
psychology.

With reference to the charge of

cruelty it must be admitted that there

have been many instances, particularly

of what the boys would call "rough
stuff." However, very few men in

reality are charged with these offenses

and the critic instantly admits that
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they are as nothing compared to the

number in the old days. He may say,

as one did to me, "But that change

is not due to the marines. It is the

result of taking away the arms from

the people." I still saw a connection.

There is another side to the story too.

There have been a good many assaults

on peaceful marines. The Dominican
youth have a pleasant habit of throw-

ing stones when they feel relatively

safe and this has led to fights. I knew
one fine young marine who was stabbed

and killed one evening, apparently be-

cause he stopped to speak to some
women on the street. I heard of other

cases where men had been killed and
bodies mutilated.

The local papers tell only one side of

the story. When two drimken marines

in Santiago try to wreck a drug store

full accounts are given, but when a

young man of a prominent family is

arrested for assault the papers mention

the arrest and the efforts of good

citizens to rescue him, but make no

mention of the offense. One of the

officers accused of cruelty has lived as

a private citizen for several years in the

very community in which the offenses

are alleged to have happened and seems

to be well-liked. At least when last

summer it was reported that certain

men were trying to "get him," some
two hundred Dominicans on horseback

rode into the town to protect him. I

have known drunken officers to disturb

an entire hotel most of the night; I

have seen dnmken soldiers on the

trains and heard the vilest of language

uttered with complete indifference to

the possible presence of ladies who
might understand English, and there

were such. In fact these pettier (?)

things are more important than actual

cruelty. They are the mosquitoes which

torment and irritate. They are the

excuses given for the deeper feelings

underneath. One writer who had

scathingly condemned the marines for

cruelty, when asked for specific cases,

hesitated and finally replied: "Five
years ago, two marines entered my
yard and killed a chicken." It was
the only case he knew.

Arbitrary acts and decisions, particu-

larly of younger officers, have caused

much complaint. At the town of

two marines on mischief bent entered

the premises of a well-known man. He
ordered them to leave and when they

refused he had two Haitian employes

put them out. A little later they re-

turned with guns and arrested the

Haitians. The owner followed the party

to headquarters. It chanced that the

provost marshal was absent and the

man in charge, an older marine, locked

up the owner and the Haitians. On
return of the provost marshal all were
instantly discharged and the marines

were ordered before a court martial. I

tell this story both to illustrate the

kind of things which have given great

offense and to illustrate the fact that the

officials have tried to punish guilty men
whenever the evidence was to be had.

There have been both competent
and incompetent officials. All I care

to say on this point is that I believe

the military officials have compared
very favorably with the civilians. Let

me add the testimony of an old civilian

official. He said in effect: "Here in

the Dominican Republic I have seen

what I long hoped to see, but have

despaired of seeing in the United States,

that is, a body of men devoting all their

energies to governing a community to

the best of their ability, wnth no selfish

interests at stake. It has been an in-

spiration to work with them." I

share his sentiment though my personal

information is meagre.

It is difficult to pass an opinion on

the claims that too many laws have

been passed and too many positions

created. Only actual experience will
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demonstrate whether the Americans

have been too anxious* to create in

another country and under different

conditions the machinery in use at

home. Doubtless some modifications

will be necessary. The officials tell me
that one problem which has troubled

them is to secure anything approaching

the work done by individuals in our

own country.

It is quite likely that in many in-

stances native psychology had been

ignored or misunderstood. It is dif-

ficult for men accustomed to the giving

of orders to remember that they are in

another country trying to help, not to

supplant the natives. Yet I have met
many men who displayed a most sym-
pathetic interest in local conditions.

It is also true that many natives have
not wanted to help, but on the con-

trary, have tried to make the Occupa-
tion a failure. Conditions are not right

for thorough-going cooperation.

An American Criticism. My own
criticism of the operations in the Do-
minican Republic would lie in other

directions. I have indicated that it is

foolish to criticise individuals unless

they are failing to carry out some
clearly defined program. One can pass

on the work of the collectors of customs
but how can one estimate the success

of a governor who must issue as orders

all the laws needed in a country, unless

he has men of wide knowledge and
experience under him. My feeling

about our administration, then, is that

its weakness is likely to lie in the organ-

ization and in the excess of devotion

which each man is likely to have for

his own special work. The governors

have been changed too often for the

best results and I do not know how
much attention was paid to their

peculiar fitness for the position. There
seemed to me to be a lack of coordina-

tion between the different departments.

For instance, I understand that the

navy officials, feeling that a new dredge

was needed, bought one. This dredge,

however, was turned over to the Public

Works Department which is charged

with its operation, without previous

consultation as to the type of dredge

the department thought desirable. An
agricultural college was started and
built but it has no connection with the

Department of Education. If we
maintain a Military Governor what is

the function of a Minister of the

State Department? If the governor

comes from the Navy, why should the

Receiver of Customs be responsible to

the Army? In other words we have
assembled parts of machines on the

island and have told our representatives

to put them together and make it run.

We cannot expect to be satisfied with

the results regardless of the ability of

the individual men. We are to blame,

not they. Finally, we have made a lot

of beginnings but we have carried

nothing through to completion. The
result is not creditable to the United

States.

CHAPTER III

The Financial Situation

THE gold standard was adopted by
the Dominican Republic in 1894.

No gold was coined but a considerable

amount of debased silver currency was
issued. The rate of exchange fell to

five pesos for one dollar and this rate

was accepted by the government in

1905 when the American gold dollar

was accepted as the standard. The
older paper currency has disappeared

13
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but some of the silver (pesos and frac- States. Not more than 5 per cent of

lions) is still in circulation. Taking ad- the receipts should be allowed for the

vantage of recent high prices in the expenses of collection. The Receiver

year 1919, about $150,000 of this cur- General was to pay on the first of each

rency was shipped and sold with a month to the fiscal agent of the loan

profit to the government of $55,000 (the Guaranty Trust Company of New
over all expenses. American currency York has served in this capacity) the

is gradually replacing the native and sum of $100,000 with the additional

large amounts ofAmerican papermoney proviso that, if the revenues collected

are in circulation. in any year amounted to over $3,000,-

Debi. The total debt as of June 30, 000, one-half of the surplus should be

1921, was $12,572,290 (I believe there applied to the sinking fund for the re-

are some unsettled claims not included) demption of bonds. The balance col-

made up as follows: lected was to be turned over to the

Balance of the $20,000,000 loan of 1908 $8,332,300

1918 Bond issue for payment of floating debt 1,739,990

1921 Loan 2,500,000

$12,572,290

Financial History. In 1904 the

Dominican Republic found itself in a

difficidt financial situation, the interest

on the debt being in default. Foreign

loans had been made recklessly and the

creditors were pressing for settlement.

In accordance with the provisions of

one such loan, the United States took

over (October, 1904) the collection of

customs at Puerto Plata. This led

other countries to the idea of taking

over other ports. To avoid this, the

United States and the Dominican
Republic entered, on the request of the

latter country, in February, 1905, into

a protocol taking eflFect April 1, 1905.

An American was sent down who
examined the outstanding liabilities of

the country which then amounted on
paper to over $30,000,000 but which

were scaled down to about $17,000,000.

The two countries entered into a new
convention in 1907 and in 1908 a re-

funding loan of $20,000,000 was se-

cured in the United States. The prin-

cipal features of this convention were

that all the Dominican customs should

be collected by a Receiver General ap-

pointed by the President of the United

Dominican Government or put in the

sinking fund as the said government
might direct. The first sentence of

Article III is very important: "Until

the Dominican Government has paid

the whole amount of the bonds of the

debt its public debt shall not be in-

creased except by previous agreement

between the Dominican Government
and the United States." This conven-

tion has been carried out and the loan

steadily reduced as the statement

above indicated. Should normal con-

ditions obtain, the entire loan will have
been paid by 1925 and the financial re-

ceivership terminate.

Internal Dissensions. Internal tur-

moil in the country, however, coupled

with the prevailing practice of govern-

ment officials of buying supplies with-

out special authority, of looting the of-

fices of everything movable and the

failure to pay official salaries, created

considerable obligations. The Domin-
icans appear to feel that these obliga-

tions had nothing to do with the con-

vention but it is difficult to understand,

much less accept, such reasoning. In

1912 the United States was forced to

1
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consent to an additional loan of $1,500,-

000 which was finally paid off in 1917.

The internal dissensions increased

rather than diminished and at the time

of the intervention in 1916 there was a

deficit in the treasury of some $14,000

and outstanding claims amounting to

about $16,000,000. A claims commis-
sion was appointed in 1917 and the

claims cut down. To meet these obli-

gations the Military Grovernment au-

thorized the issuance of bonds bearing

5 per cent interest, not to exceed $5,-

000,000. Actually, the bonds issued

totalled $4,161,300. These bonds were

for twenty years and were secured as an
additional charge on the revenues col-

lected by the Receiver General. In

1920 this loan had been so reduced

that it looked as if it would be all paid

by the end of 1922, but the financial

slump will probably delay final settle-

ment.

In 1921, after the United States had
announced its desire to withdraw the

military forcesj it became necessary to

float a loan of $2,500,000 at 8 per cent

to pay certain obligations and finish

some of the public works. This loan

was sold to the highest bidders, the

Equitable Trust Company, and Speyer

and Company at 96^. Much criticism

was made of the high cost of this loan

but comparison with other loans of

about the same date shows that the

interest rate was not exorbitant. The
Literary Digest for September 17, 1921,

contains the table of recent bond issues

found below.

Under normal conditions the finan-

cial outlook of the country is very good
and if sound financial methods are

adopted it may look forward to an era

of prosperity. Some discussion of the

internal revenue will be found on p. 181.

During the financial depression it is

doubtful if the governmental revenues

will be adequate for the present budget.

Many Dominicans recognize this and
see also that loans may be necessary

and that they can be secured only in

the United States. As already indi-

cated there are many who would wel-

come the borrowing of funds sufficient

to finish the public works program as

well as to meet current expenses.

Recent Bond Issues

Country Amount Rate Maturity Offered at Yield

France $100,000,000 7| 1941 95 8%
Belgium 30,000,000 8 1941 100 8.10

Chile 24,000,000 8 1941 99 8.21

Brazil 50,000,000 8 1941 97 8.25

S. of S.Paulo 10,000,000 8 1936 97 8.47

Dominican Republic 2,500,000 8 1925 100 8.

CHAPTER IV

Proposals for Withdrawal

IN the proclamation of November 29,

1916, made on the entrance of the

United States into the Dominican
Republic, it was stated: "The Occupa-
tion is undertaken with no immediate
or ulterior object of destroying the

sovereignty of Santo Domingo, but is

designed to assist the country to return

to a condition of internal order which

would enable it to observe the terms of

the treaty concluded with the United

States in 1907, and the obligations

which rest upon it as one of the family

of nations." The only possible inter-
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pretation to be put on this is that the

Unitetl Slates phinned to withdraw its

forces at the earhest possible moment.
December 23, 1920, a proclamation

was issued by President Wilson which
stated that the United States was
ready to withdraw and suggested ways
and means. Into the detailed sugges-

tions we need not enter as they were

not followed. Dominican opinion was
not ready for action. Many felt that

this was a political device of Mr. Wil-

son to embarrass the incoming admin-
istration. Nearly everyone thought

that less could be secured from the

administration which had ordered the

intervention than from a new one po-

litically opposed to the first. Certain

remarks of Mr. Harding had been
taken to indicate a very friendly feeUng

on his part. Moreover, there was a

widespread feeling that the United

States was drifting into war with Japan
and that much could be gained by
waiting. Hence the " Wilson Plan," as

they call it, produced no other residt

than to start into activity the local

politicians.

Harding Plan. On June 14, 1921,

what is now known as the "Harding
Plan" was proclaimed by the Military

Governor. The essential features of

this plan were:

Ratification of all acts of the Military

Government; validation of the last loan of

$2,500,000: the extension of the duties of

the General Receiver of Customs to cover

this loan and to handle part of the internal

revenues should the customs revenue be

at any time inadequate: the Dominican
Government to ask the United States to

organize the Guardia Nacional to be or-

ganized by Dominicans,* and by Americans
(for sudi time as may be found necessary to

effect the desired organization).

When a treaty covering these points

had been drawn and accepted the

military forces would be withdrawn.

To make a beginning the Military

Governor called for an election but the

Dominicans refused to put the machin-

ery in motion and on July 27, 1921, a

second proclamation was issued stop-

ping further procedure "until such

time as the success of an election

may be assured." No action has been

taken since. The last sentence in this

proclamation was

:

By instructions of the Government of

the United States announcement is hereby

made to all concerned that the procedure

of evacuation of the Dominican Republic,

outlined in the proclamation of June 14,

1921, and the terms of the proposed con-

vention of evacuation were fully and care-

fuUy considered by the United States prior

to the issuance of the proclamation and
that the Government of the United States

sees no reason for any departure therefrom.

This statement must be considered

as the answer of the United States to

the violent protests which were at once

made in the Dominican papers. Seem-
ingly the whole country was opposed.

There were meetings and demonstra-

tions galore. It was demanded that

the troops be instantly removed and
full control turned over to Dominicans
at once and without any restrictions.

One enthusiastic speaker at Santiago

suggested wringing the neck of the

American eagle and throwing the car-

cass in the dust. Others claimed that

the method of calling the elections was
unconstitutional and that it would not

do to have an election as long as the

marines were in the country. In order

properly to evaluate this protest we
shall have to consider what was taking

place behind the scenes. Let us begin

at Washington. '

Whatever the new Administrations
thought of Mr. Wilson's policy, to just

the extent that it disagreed, it would be

careful not to make further blunders.

Inasmuch as the United States could

care nothing about the specific details

of the plan for removing the military

f
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l»

forces it must have sought to secure

certain things which it considered

fundamental. Naturally it would dis-

cuss the plan with prominent Domini-
cans. Of these there was a committee
at Washington headed by ex-President

Henriquez y Carvajal. It is natural to

assume that they told the StateDepart-
ment that the proposed plan was fairly

satisfactory and would be accepted by
the Dominicans. One of them told me
that such was the case. Naturally,

therefore, when the plan as issued was
opposed there was no reason to change
it for what assurance could be given

that another plan would be more
acceptable.

Native Opposition. I have reason to

believe that the plan, in general out-

line at least, was known to the Domin-
ican press and politicians in advance of

publication. It was decided to reject

it; hence, when issued, the opposition

was already prepared. I suspect that

some of this grew out of a desire to

make impossible the later election of

Henriquez y Carvajal as president,

which might easily happen if he could

pose as the man who influenced the

Americans to withdraw. It may be
merely coincidental that he soon an-

nounced that he would not be a candi-

date. The real local difficulty seems to

have lain not in the method of calling

an election but in the uncertainty as to

the outcome of an election at which
Americans preserved order. No politi-

cal leader dared risk it; hence the

deadlock. When, therefore, the United
States "stood pat" on the plan the

politicians were nonplussed for the net

result of their antagonism was the

indefinite postponement of the depar-

ture of the marines, the very thing

they most wanted to accomplish. After

publicly proclaiming abstention from
voting as a patriotic duty it was not
easy to come out and ask for an elec-

tion. Although the leaders by October

had agreed to the election it had not

been asked for up to the time of my
departure. As a matter of fact the

intelligent Dominicans were ready to

ratify the acts of the de facto govern-

ment, and to grant all the other things

with the possible exception of having

American officers in the Guardia.

They felt that this would mean not

foreign assistance but foreign control.

We must not take too seriously the

arguments used in the heat of discus-

sion. One merchant in talking to me
demanded the immediate removal of

the marines. I replied that I wished

they could leave the next day and
never return. "Oh no," he said, "you
mustn't do that; all my property would
be destroyed

.

" "By whom ? " I asked,

and he grew strangely silent. Think-

ing Dominicans all know that a native

government must be in existence before

our troops are moved.
It might be inferred from what has

just been said that all the Dominicans
want us to leave. Many do. Many
say that they have learned their lesson

and that the day of revolution is over.

Others are not so certain. There are

a good many able Dominicans who
want the United States to keep control

of the country for twenty-five years.

These men are not talking for publica-

tion for obvious reasons. They do not

hesitate to criticise the Americans but

they despair of peaceful and honest

administration by their fellow country-

men, just now. They say, and I

believe them, that there are plenty of

Dominicans with adequate ability but

that it is impossible to get these men
into office.

Foreign Opinion. I met only one

foreign resident (and he was an old

Irishman just back from a year in

Ireland) who did not believe that con-

tinued American control was necessary

if the coimtry was to prosper. Some of

them said that things were likely to run
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quietly for a few j'ears but that if we
left now it was a question of a short

time only until we should be compelled

to return and, to them, it seemed better

that we should stay and finish the job

rather than have to begin all over again

later on. When I recall that among
these men were Englishmen, Germans,
Italians and Spaniards as well as Amer-
icans, many of whom had lived a

generation in the country and had
married native women, I am compelled

to believe that their almost unanimous
opinion should carry great weight . The
reader should remember that I am not

here expressing my opinion as to our

national policy but that I am trying to

state all the facts pertinent to a given

situation.

I may be permitted to summarize my
impressions. The Dominicans are not

antagonistic to Americans. Quite the

contrary. They are, however, critical

of the policy of our government. They
feel that it sent the troops either under

false pretenses or through error. They
admit that the Military Government
has done some good things as well as

some bad things and that the cases of

cruelty have been incidental. It seems

worse, however, to have offenses com-
mitted by foreigners than by natives.

They argue that, even accepting our

view that they violated the convention

by allowing an internal debt to arise,

the convention did not give the

United States any right to intervene, as

long at least as the foreign obligations

were maintained. They recognize the

growing economic dependence on the

United States and they will welcome
better trade relations. They assure us

that if we guarantee them freedom
from foreign interference they will

willingly enter into offensive and de-

fensive alliance with us and forever

assure us that no territorial rights will

be granted to other nations. On paper

at least they can make out an excellent

case.

Our Future Course. The Govern-

ment of the United States has pledged

itself to withdraw from the Dominican
Republic within a short time, provided

certain things are done. Inasmuch as

there is little fundamental objection to

these things, in my opinion they will be

accepted. In that case we shall have

no option. If, however, for any reason

the Dominicans refuse to accept the

conditions and no harmonious phras-

ing is discovered which will satisfy both

parties we shall have to decide on
our policy and program. Unless we
then withdraw unconditionally I think

it obvious that we should replace a

military by a civil government; that we
should select competent men, and
maintain and support them. We might

well consider the advisability of chang-

ing our tariff relations to promote
trade. Such a course has long been

recommended by the present Military

Government. It is, however, not with-

in the scope of my report to enter into

such questions. I am glad to say in

closing that in my opinion we shall find

a solution to present diflBculties and
shall be able to develop the most
friendly relations with the Dominicans.

I



Some Reflections on Our Policy

HITHERTO I have limited myself

as strictly as possible to a state-

ment of conditions as I found them,

giving but the minimum of historical

background. In closing the report I

must state a few of my own con-

clusions.

Insofar as I can see there are but

three general policies which might be
adopted by the United States with

reference to Haiti and the Dominican
Republic:

(1) Withdraw and refuse to accept

any responsibility for what happens in

either country; refuse to intervene

again and refuse also to let any other

country intervene.

(2) Withdraw and refuse to inter-

vene again, but let other countries do
as they please in regard to the collec-

tion of debts or the establishment of

naval bases.

(3) Continue the intervention, prom-
ising to withdraw as soon as conditions

make possible the restoration of auton-

omy.
When I went to Haiti I was inclined

to feel that the first course was the best

but I left convinced that it was not.

There are many who believe that it is

but they have often weakened their

case by impugning the motives of those

who differ from them. They are in-

clined to claim that everything done
by our government is done for selfish

reasons and dominated by deceit and
cruelty, while accepting all claims of

other nations at their face value.

The fundamental cause ofthemuddle
in which we find ourselves in Haiti and
the Dominican Republic is a lack of a
clear understanding of the problem and
our relation thereto. The older con-

cept of the Monroe Doctrine was

negative. We said to Europe "hands
off" but accepted no definite responsi-

bility ourselves. This attitude on our

part was, and is, a guaranty of independ-

ence to the two other countries with-

out which it is doubtful if they could

have maintained themselves. More
recently we have encountered a rising

insistence in Europe that we should

assume responsibility or else permit

other countries to intervene as they

might deem best. Under this pressure

we have intervened in a half-hearted

sort of way. Unless we are prepared

to surrender the Monroe Doctrine, and
of this I see no sign, the time has come
for us to assume definitely the respon-

sibilities it entails and to work out

some definite policy. Unless we do
this it might be better for us to get out

and stay out.

A century ago men, sensing an idea

a little beyond their powers of expres-

sion, spoke glowingly of "individual

rights" as if they arose and existed

apart from society. We know today

that rights flow from society and are

determined by it. To society the in-

dividual is responsible, and when the

commands of society are violated, the

individual is punished; that is, his

rights are limited. Society judges the

individual by his actions not by his size.

It recognizes that individuals differ and
that the rights granted must be pro-

portionate to the sense of responsibility

developed by the individual. The in-

sane man must have a guardian. When
we deal with defective persons we do so

not to punish them but to assist them
and to protect others, that is, society.

Inter-Group Relationships. Just now
we are passing through a similar

development of thought and practice

195
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as regards inter-group relations. "Self-

determination" in international rela-

tions corresponds to the "inalienable

rights" of individuals a century ago.

Just as our ancestors learned that they

had to draw a line between the normal
and defective individuals before the

law, so we are learning that interna-

tional law must distinguish between
groups of individuals primarily on the

basis of their actions, that is, their de-

velopment of a sense of responsibility.

The analogy is not perfect for we must
assume that any group has the inherent

capacity to develop, an assumption

which is not always true of the indi-

vidual.

In earlier days a man might take to

the wilderness or the woods and live an
isolated career almost independent

of society. Such a life is decreasingly

possible today. Tribes, races, coun-

tries in the past have had at times but
casual contact with other groups but

that too has become almost impossible.

We are living today in a world of

closely related groups and our philoso-

phy of group relations must change to

fit the facts. It was said of old, "No
man liveth unto himself," and today
we must add, "Nor does any people."

The old ideal that each group should be

allowed to struggle along by itself,

regardless of suflFering or turmoil, until

it learned self-control has become as

absurd as the idea that a child should

be allowed to grow up without moral
training. The time is soon coming
when no group of people will be allowed

the exclusive jurisdiction of any spot of

earth unless they so conduct affairs

that the welfare of others is conserved.

That it will take a long time to stand-

ardize these new relations is freely

admitted. That there are dangers is

equally evident. The point is that now
nations as well as men must ask, "Am
I my brother's keeper?" The welfare of

Cuba may depend as much on the tariff

laws of the United States as on the

labors of the Cubans.
If the outside world is to intervene

the questions of when, where, how, will

have to be settled. The individual is

most affected by the actions of his

neighbors. If a man on the adjoining

place begins to shoot indiscriminately

with a high-powered rifle I am immedi-
ately involved regardless of whether
he intends to do me harm or not. In

an organized society I invoke the law.

Under frontier conditions I handle the

problem myself. In the present state

of world organization we must follow

the program of the frontier. The im-

portant thing is the clear recognition

that each community must so conduct

itself as to offer no threat to the safety

of others. The large groups have
rights as well as the small. Those
societies which desire to be considered

as nations must show themselves able

to maintain the responsibilities of

nations.

I hear my Haitian friends say, "But
we have long been recognized as a free

and independent nation by the United

States." True. The whale was long

considered a fish, but its real nature was
not changed by the mistaken classifica-

tion of men. The difference between

you and the whale is that you can be- w
come really free and independent if

you will and that is what we should

like you to do. We are not outsiders.

You are a part of our problem because

of your location. We have been con-

fused in our attitude towards you as is

shown by our indecision whether to

call your island Haiti or Santo Do-
mingo. We have neglected you in the

past and for this we accept our full

measure of blame but we are deter-

mined that the future shall tell another

story. Your old programs of revolu-

tions and indiscriminate borrowing of

money must stop, not only because it

checks your development but because

(
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it has become a source of danger to us.

Just now, to be sure, there is httle

danger of interference by another

nation but we do not know what fifty

years may bring forth and we have
decided that it is easier to keep other

nations out than to put them out.

Every American with whom I have
talked would prefer to let the island go

its way without interference. I have
never met anyone who desires to

destroy the sovereignty of either

government and no one ever suggests

that the island should be absorbed into

the United States. America is ready to

continue its guaranty of independence

but it seems ready also to insist on
certain reforms. Now if we may grant

the sincerity of the government at

Washington, and I see no reason to

question it, what shall we do, for it is

evident that we will not let other na-

tions intervene.

A Suggested Policy. I believe the

United States should again declare to

the world:

(1) That it will maintain the integ-

rity of Haiti against itself as well as

against the rest of the world:

(2) That it asks for no territory

from Haiti but assumes that in any
future emergency Haiti will grant the

use of any facilities needed as a return

for the promise of the United States to

protect it against invasion:

(3) That for the time being the

United States proposes to maintain

law and order in Haiti and to try to

put the country in a position which
would make possible an orderly future

development.

Such a statement should at once be
followed by the sending of a pro-

consul to Haiti vested with full au-

thority, to whom all other American
representatives should be • subject.

Provisions should be made for the re-

funding of the Haitian debt and I

personally feel that our tariff laws

should be modified to permit the en-

trance of Haitian (and Dominican)
goods on the same terms as those of

Cuba.
The objections to this policy as

generally stated are that the Haitians

do not want it and that we should find

that closer ^economic relations would
lead to a demand for permanent con-

trol, which would be for the interests of

the supposedly wicked capitalists. In

my opinion the great majority of the

Haitians would welcome such a pro-

gram and the fact that some would not

should not be allowed to determine our

actions. I do not think that Haiti is

fitted for self-government atthe present

time. I do not ignore the dangers of

this policy but I think they are less

than those of the opportunist program
of the past. The claim that our inter-

vention in Haiti was dictated by
financial interests can be made only by
those who are ignorant of the facts. It

should not be overly difficult to prevent

improper exploitation in the future.

Just now Haiti needs capital and needs

it badly. The fact that we have not

accomplished all that we should in

Haiti and that we have done some
bad things are in themselves no argu-

ments whatever that we should now
withdraw.

Diffefence in the Dominican Situa-

tion. The situation as regards the Do-
minican Republic is different in that

we have offered to withdraw under

certain conditions and we must keep

our pledge if the conditions are ac-

cepted. While the Dominicans are

further advanced than the Haitians

their future is somewhat problematical

and we may find ourselves forced to

intervene again. I hope not, but I am
not certain. I must confess that I find

difficulty in understanding the offer to

withdraw. The fact is that the United

States made its first great blunder

when it allowed Caceres to be over-
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thrown and replaced by a revolution-

ary government. The second blunder

came when it recognized the $1,500,-

000 internal debt under Nouel. These
two facts convinced the Dominican
politicians that they could do as they

pleased. We did not intervene when we
should have done so. Assuming, as I

have, that Washington felt justified in

the original intervention it is not easy

to see what changes have resulted which
now justify withdrawal. If we entered

to enable the establishment of a stable

government in order that treaty pledges

might be kept, before we leave such

government should be more in evidence

than it is now. If we entered because

of disturbed conditions during the War
why did we not withdraw long ago?

As for myself, as elsewhere stated, I

wish we might finish the public works
program ere we leave. With this idea

1 know many Dominicans are in

agreement.

If the United States decides that it

must adopt a more constructive policy

with reference to these coimtries today,

to others tomorrow, perhaps, it should

try to remedy certain weaknesses in

our home situation. For instance, we
should be very careful how we send to

Haiti as our representatives American
Negroes, regardless of their personal

qualifications. Such action is not

welcomed by the Haitians. They do
not want to be mixed up in the race

problem of this country.

A more serious matter grows out of

the fact that five and six years ago
at the request of the State Department
our marines were sent to the island.

During all this time Congress has never

directly approved or disapproved the

action. It is foolish to claim as has

been done that Congress has not in-

directly approved, for it has known the

facts and has voted the necessary

appropriations. I feel, however, that

no department of government should

l>e allowed to involve the entire coun-

try in such fashion without the express

approval of Congress.

The Selection of Leaders. It seems
to me also that we should devise ways
and means to attract into the State

Department able men who might find

there permanent careers. It does not

make for our peace of mind to find the

immediate control of such important

matters in the hands of a succession of

young men. An inexperienced man
should not be in a position to determine

whether the report of the commanding
oflScer in Haiti or the Dominican Re-

public should or should not be shown
to the Secretary of State. The men on
the ground are vastly better informed

of actual conditions than any oflSce

man can be, but we can at least make
sure that a man of corresponding

ability and experience sees his recom-

mendations. It is, of course, the

system and not individual men that I

have in mind. '

Furthermore I believe that more
attention should be paid to the selec-

tion of civilian and military leaders

with special aptitude for the particular

tasks to which they are assigned. The
Marine Corps is intended to be a

fighting body and we should not ask it

to assume all sorts of civil and political

responsibilities unless we develop with-

in it a group of specially trained men.

I consider it a foolish and dangerous

thing to send raw recruits, whether

men or oflBcers, into places where their

actions have definite and important

political results. I know that military

men are not always to blame for the

limitations under which they work.

Because of some law the marines in

Haiti are compelled to spend thousands

of dollars for tents which rot out in a

year instead of building at a fraction

of the cost simple cabins of palm-boards

which would be much more permanent

and convenient.
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Our Increased Responsibility. One
of the results of recent years is the

greatly increased responsibility of the

United States. I have tried to indicate

the difficulties we have encountered in

the formulation of policies which will

help us to carry this responsibility. I

have tried to be both honest and fair.

While I have been critical both as re-

gards our activities and those of the

Haitians and Dominicans I trust I have

not been either hyper- or hypo-critical.

I look back with pleasant memories to

my months on the island and I look

forward towards the coming of better

and more cordial relations between
the respective governments. Everyone
must sympathize with the desire of the

Haitians and Dominicans to be free and
independent and our constant effort

should be to help them realize their

desires by the cultivation of that sense

of responsibility without which freedom
and independence are empty terms.

'



Book Notes

THE following is a ])rief list of the

best books on Haiti and the Do-
minican Republic. Unfortunately a

number are out of print and are hard

to find. With one or two exceptions

they deal with the economic, social or

political life of the people. No attempt
is made to list the many magazine ar-

ticles of recent years but a few reprints

in pamphlet form are included. One
who desires to get details of recent

events will not need to be told to look

in the reports of the Departments of

Navy, State or Commerce, the Bul-

letins of the Pan-American Union in

our country; or similar publications of

the other governments.

Haiti

Colonial times:

Moreau de St. Mery, M. L. E. Description

Topographique, Physique, Civile, Poli-

tique et Historique de la Partie Frangaise

de L'Isle de Saint Domingue, 2 Vols.

Philadelphia, 1797. A mine of uifor-

mation.

Stoddard, Lothrop. The French Revolution

in Santo Domingo. New York, Hough-
ton, Mifflin Co., 1914.

Wimpffen, Baron, F. A. S, de Saint Domin-
gue d la VeiUe de la Rivoluiion. Edited

by Albert Savine, Paris, 1910. (Louis

Miebaud.)

An English edition was issued in London
1797 under the title, A Voyage to Santo

Domingo in the Years 1788, 1789, 1790.

Probably the best contemporaneous

account.

Recent times:

Tippenhauer, Louis Gentil. Die Insel

Haiti, 2 Vols. Leipzig, 1892. In many
ways the best book on Haiti where the

author was bom and lives.

St. John, Spencer. Haiti, or the Black Re-

public. 2nd edit. N. Y., 1889. Extremely
critical. Author an English official long

resident in Haiti.

Aubin, Eugene. En Haiti. Planteurs D'Au^
trefois, Negres D'Aujourd'hui. Paris,

1910. Author formerly French Minis-

ter to Haiti. One of the very best

recent accounts.

Pritchard, H. V. H. Where Black Rules

White. London, T. Nelson & Sons, 2nd
edit. 1910.

LaSelve, Edgar. Le Pays des Negres.

Paris, 1881. Good, illustrated account

of visit with many historical references.

Vibert, Paul. La R6publiqu£ D*Haiti, son

Present, son Avenir, ^conomique. Paris

1895. Berger Levrault et Cie.

Kuser, J. D. Haiti. Boston, R. C. Badger.

1921. A sympathetic sketch of a recent

visit.

The three following books by Haitians

may be considered attempts to answer

Spencer St. John for they attempt to por-

tray the best in Haitian life and at times

are too laudatory.

Prince, Hannibal. De la Rehabilitation de

la Race Noire. Port-au-Prince, 1901.

Leger, J. H. Haiti, Her History and Her
Detractors, New York. The Neale Pub-
lishing Co., 1907. There is a French

edition also. Author was very prominent

in Haiti.

Vincent, Stenio. La RSpublique D'Haiti

(Telle qu'elle est). Bruxelles, Societe

Anonyme d'Imprimerie, 1910. Illustrated

description of country with many details.

The following are less general and deal

with more detailed aspects. All were

written by Haitians.

Marcelin, L. J. Haiti, Ses Guerres Civiles-

Leurs Causes, Leurs Consequences Pri-

sentes, Leur Consequence Future et Finale.

Paris, A. Rousseau, Ed. 1892. In a

class by itself as a calm, critical study

of fundamental political problems.

F^quiere, Fleury. UEdu^ation Haitienne.

Port-au-Prince, 1906. A general survey

of social and family matters. Last part

on schools.

Marcelin, Frederic. Bric-a-Brac. Paris

(Societe Anonyme de Imprimerie Kugel-

man) 1910. Political notes of about

1904 at the time of the bank scandal.

Author was considered one of the ablest

men of the country.

I
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Magloire, August. L'Erreur RSvolution-

naire et Notre £tat Socialo Port-au-Prince

1909. A thoughtful work.

Vival, Duracine, La Litterature Haitienne

(Essais Critiques). Paris, Sansot et Cie.

1911. Good brief account of Haitian

writers.

There are a number of stories by Haitian

writers which give an excellent account of

Haitian society and which have decided

literary merit as well. The best that I

have read are:

Marcelin, Frederic. "Epiminondas The-
mistocle Labasterre."

Hibbert, Femand. "Les Thazar" 1907,

"Romulus" 1908, "Sena" and "Masques
et Visages" (short stories) 1910, all pub-

lished at Port-au-Prince. Author is now,

1921, Minister of Public Instruction.

Finally there remains to be mentioned

a bookwhich is anathema in Haiti but which
is a collection of facts, largely humorous,
collected by the author while a teacher in

Haiti and which is worth reading.

Texier, C. Aux Pays des GSniraux. Paris,

C. Levy, 1891.

Haiti, Chapters in larger books, pamphlets,

etc.

Franck, Harry A. "Roaming Through the

West Indies." New York, The Century
Co., 1920. The best recent sketch.

Inman, S. G. "Through Santo Domingo
and Haiti." Pub. by Committee on Co-
operation in Latin-America, 25 Madison
Ave., New York City, 1920.

Johnson, James Weldon. "Self Deter-

mining Haiti." (A reprint of four arti-

cles.) The Nation, New York, 1920.

Lopez, J. "La Civilizacion en Haiti. " A
very critical article on U. S. interven-

tion. La Reforma Social, New York,
Agosto, 1921.

"Renseignments Financiers, Statistiques

et ficonomiques sur La Republique D'
Haiti." Issued by the Banque Nationale

de la Republique D'Haiti. 1920. Tab-
ulated statement of loans, etc.

Secretary of the Navy, Annual Report,

Washington, 1920. Reviews military

phases intervention,

"Union Patriotique d'Haiti. Memoir of

delegates on the Political, Economic and
Financial conditions existing in the Re-

public of Haiti under the American Occu-
pation. " New York. The Nation, May
25, 1921. The most complete state-

ment of Haitian complaints.

"Expose General de la situation de la Re-
publique D'Haiti." Issued yearly at

Port-au-Prince.

The Dominican Republic

Early period:

Del Monte y Tejada, Antonio. Historia

de Santo Domingo. Santo Domingo,
1890. (First pub. Habana 1893.) Con-
tains journal of Columbus and outlines

history down to 1794.

Garcia, Jose Gabriel. Compendio de la

Historia de Santo Domingo. 2nd edit.

3 Vols. SantoDomingo City, 1893, 1894,

1896.

Nouel, Carlos. Historia Eclesiastica de

Santo Domingo. Rome, 1913.

Recent period

:

U. S. Commission of Inquiry to Santo

Domingo. 42 Cong., 1st Sess. U. S.

Senate, Exec. Doc. No. 9. Washing-
ton, Gov't, Prt. Office, 1871.

Hazard, Samuel. Santo Domingo, Past and
Present, with a Glance at Hayti. New
York, Harper & Bros., 1873.

Schoenrich, Otto. Santo Domingo, A
Country vrith a Future. New York, Mac-
millan & Company, 1918. Beyond
doubt the best recent work.

The Dominican Republic. Issued by office.

Naval Intelligence, of U. S. Navy De-
partment. Washington, 1916. An ex-

cellent illustrated handbook marked
"confidential" for some non-apparent

reason which should be made generally

available.

Escritos de EspaiUat (Articulos, Cartas y
Documentos oficiales.) Memorial vol-

ume to President Ulises V. Espaillat.

Santo Domingo, 1909.

Stories worth knowing are:

Galvan, Manuel de J. "Enriquillo" (Le-

yenda Historica Dominicana). 1503-

1533. Santo Domingo City, 1882. One
of the best historical novels of Spanish

America.

C61son, Jayme. El GSneral Babieca, 2 Vols.

Puerto Plata, 1916 and El Cabo Chepe,

1918. Colloquial. Author a well-in-

formed man.
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Cestero, Tulio M. La Sangre (una Vida

bajo la Tirania) . LibreriaPaul Ollendroff

,

Paris, undated.

Godoy, Frederico Garcia. Rufiniio, Alma
Dominicana. Santo Domingo. Consid-

ered the strongest of present writers.

Chapters, Pamphlets, etc.

Franck, Harry A. "Roaming Through the

West Indies. " New York, The Century
Co., 1920.

Inman, S. G. "Through Santo Domingo
and Haiti." Pub. by Committee on

Cooperation in Latin America, 25 Madi-
son Ave., New York, 1920.

Jones, Chester Lloyd. "Caribbean Inter-

ests of the United States." Appleton &
Co., New York, 1916.

Latan6, John H. "The United States and
Latin America." Doubleday, Page and
Co., New York, 1920.

Rosa, Antonio de la. "Les Finances de

Saint Domingue et Le Controle Am6r-
icain." (A. Pedrone Ed.) Paris, 1915.

VerrUl, A. H. "Port Rico, Past and
Present, and Santo Domingo of Today.

"

New York, 1914.

"Santo Domingo. Its Past and Present

Conditions." 1920. Description hand-
book issued by the American Occupation.

Critical surveys of local conditions by
Dominicans are rare but there should be
mentioned:

L6pez, Jos6 B. La Paz en la Republica

Dominicana.

Peynado, Francisco J. Deslinde, Mensura

y Particion de Terrerios, in Revista Juri-

dica, Santo Domingo, 1919. Author
one of ablest lawyers in the country.

Ibid. Por El Estahlecimienio del Gobiemo
Civil en la Republica Dominicana. Imp.
De Cuna de America, Santo Domingo,
1913.

Mella, Moises Garcia. Por El Establedmi-

ento del Gobiemo Civil en la Republica.

Imp. Cuna de Am. Santo Domingo,
1914.

Report qf the DepartmeTit of State, of Fi-

nance and Commerce of the Dominican
Republicfor the Period 1916-1919. Santo

Domingo, 1921. A valuable summary
of facts.

I
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Waste in Industry. Published by the

Federated American Engineering Socie-

ties. Pp. 406. Price, $4.00. New York:

McGraw-Hill Book Co. Inc., 1921.

The conclusions of this report ought to

dampen the enthusiasm of the most out-

standing believer in the reputed efficiency of

American industry. Many of its findings

have been known to a select few for some
time and many of its recommendations
have been previously made by specialists.

Much of the importance of the report is

derived from the cumulative character of

its evidence, which attempts to evaluate a
summary of waste in industry from all con-

tributing factors; and its importance is no
less due to the impartial and authoritative

source of the report. The Federated Ameri-
can Engineering Societies was organized in

the latter part of 1920 and selected this

study as one of its first tasks. The plan

was to make a survey quickly as a basis for

action and as a foundation for other studies.

The present report, completed within less

than five months, covers representative

establishments in six industries, namely,
building trades, men's ready-made clothing,

boots and shoes, printing, metal trades and
textile manufacturing. In addition to these

industry studies, seven reports were pre-

pared, dealing with nation-wide or general

aspects of industrial waste, such as unem-
ployment, industrial accidents, health and
eye conservation.

In reading over the summary of findings

in this report one is reminded of Mr.
Brandeis* statement, now several years old,

that the railroads could save $1,000,000 per
day on purchases and itappears that, despite

the storm of disapproval with which it was
met in certain quarters, that statement may
well have been true. Waste in industry is

found by the engineers to be attributable to

(Report p. 8)

:

1. Low production caused by faulty manage-
ment of materials, plant, equipment and men.

2. Interrupted production caused by idle men,
idle materials, idle plants, idle equipment.

3. Restricted production caused intentionally

by owners, management or labor.

4. Lost production caused by ill-health, physi-

cal defects, and industrial accidents.

On the question of responsibility, the

report concludes that over 50 per cent of

existing waste is due to management, less

than 25 per cent to labor and least of all to

outside contacts.

In arriving at the quantitative aspect of

waste, comparison was made not with some
impractical ideal but with standards that

have been established and are actually being

attained. The fact that the field work of

the report was doneby experienced engineers

thoroughly familiar with the industries

they were studying lends additional force

to their findings. The following quotations

tell the story in part:

The loss from idleness inshoemakingoccasioned

by waiting for work and material amounts to

some 35 per cent of the time.

Among current magazines there are 18 varia-

tions in width and 76 in length of page or column.

Among trade paper publications there are 33

variations in width and 64 in length. Among
newspapers there are 16 in width and55 in length.

These variations cost the public not less than a

hundred million dollars each year.

The average loss in clothing factories during

running time, not including shut-downs, is be-

tween 30 and 35 per cent. Fixing the value of

annual output in the men's ready-made clothing

industry at $600,000,000, it should be relatively

easy to save three-quarters of a million dollars

a day, an increase of 40 per cent in effectiveness.

Clothing factories are built 45 per cent larger

than is necessary; printing establishments are

from 50 per cent to 150 per cent over-equipped;

the shoe industry has a capacity of 1,750,000

pairs of shoes a day, andproduces little more than

half that number.

Pressroom workers have been known to insist

that a compositor be brought from the composing

room to make the change to the next imprint,

while they stand idly by.

Structural steel workers under certain rules

must bring the steel from the unloading point to

the building site, thus doing laborers' work at

high cost.

The report is marked "first edition." It

is to be hopjed this implied promise is ful-
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filled; that this is just a beginning and that

the American public, industrial manage-
ment and lalM)r will become so thoroughly

awakened to industrial waste and to possi-

bilities of elimination as to bring al)out

concrete results in the future.

Bruce D. Mudgett.
University oj Minnesota.

White, Percival. Market Analysis. Its

Principles and Methods. Pp. 340. Price,

$3.50. New York: McGraw-Hill Book
Co. Inc., 1921.

Tlxis book will probably meet with a

ready sale for it is written in a style to

attract the general reader and it is filled

with suggestions that may be used to ad-

vantage by the business executive who is

searching for means to rehabilitate his

dwindling business. It should be in de-

mand, also, in courses in marketing in

colleges and universities.

The first few chapters are devoted to

methods of collecting, analyzing and pre-

senting the data obtained from market
surveys; the later chapters, to tlie data that

is to be obtained. The discussion of the

questioimaire method of gathering informa-

tion, in one of the earlier chapters, is good

and is reinforced by a number of examples of

questionnaires that have been used in

actual market surveys. Indeed, through-

out the book the author shows his famili-

arity with many surveys that have been

made.
That part of the book dealing with the

data to be gathered discusses in turn the

product, the company, the industry, the

company's competitors, its customers, etc.

These chapters, in a very satisfactory way,

offer suggestions as to the means by which

the condition of trend of an industry may
be determined and the position of a par-

ticular company within the industry estab-

lished.

A very excellent feature of the book,

whichmightwellbe copied by other authors,

is the practice of inserting at the beginning

of each chapter a skeleton outline of the

contents. The author states in his preface

that it is his intention to make revisions

from time to time and to keep the book up
to date.

To statisticians, I suspect the book will

appeal rather as a sign-post than as a set of

trafiic regulations. Its emphasis is more on
the nature of tlie market than upon methods
of analysis. But such empliasis is probably

more needed in this field than an extended

exposition of the statistician's art. Indeed

the author has some misgivings in regard to

statisticians, for he says, "There is danger

in becoming too technical in interpreting

figures and fact" (p. 61).

Bruce D. Mudgett.
University of Minnesota.

PosTGATE, R. W. Revolution from 1789 to

1906. Documents selected and edited

with notes and introductions. Pp. xvi,

400. Price, $4.50. New York: Hough-
ton Mifflin Company, 1921.

Mr. Postgate is well known to students of

radical movements because of his other

volumes, one of the most recent being The

Theory of Bolshevism. In the volume

under consideration he has presented a

selection of documents that are admirably

chosen and arranged, and prefaced with

suitable introductions. The editor's sym-
pathies could not be entirely concealed, but

this difficulty he frankly acknowledges in

the preface. After all, a selection without

any point of view would be a poor one, and

only a sympathetic editor should under-

take the task of selection. A hostile one

would probably fail to present what is |
needed—a picture of the revolutionary

impulse, the soul of the movement. Also

it should be noted that some of the decisions

as to dates and documents are of necessity

arbitrary.

The documents chosen are grouped into

six chapters dealing with the French Revo-
lution of 1789, the Intermediate Period, the i

Revolutionary British Working Class, 1832-1

1854, the Revolutions of 1848,the Commune
of Paris and the Russian Revolution of

1905. The unreflecting conservative is

destined to a rude shock when he finds the

first selection in the volume is a section of

the American Declaration of Independence.

It is introduced, the editor explains, because I

its statement is of those principles which
j

inspired the French Declaration of the

!

Rights of Man. The fourth chapter, dealing]

with incidents from 1848 to 1855, prefaced

by the Communist Manifesto and covering
i
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France, Hungary, Italy, Germany and

Ireland, is quite naturally the longest.

Not all critics would agree with some of

the editor's judgments, as, for example, his

belief that the character of the revolution

in Europe changed somewhat abruptly in

1848 from bourgeois to proletarian. But
such criticisms should not obscure the fact

that Mr, Postgate has prepared a most

valuable and usable collection of documen-
tary material, and that the publishers have

presented it to the public in a very attrac-

tive dress.

Ernest Minor Patterson.
University of Pennsylvania.

Rathenau, Walter. In Days To Come.

Pp. 286. Price, $5.00. New York:

Alfred A. Knopf, Incorporated, 1921.

Walter Rathenau has just returned to the

W^irth Cabinet as Foreign Minister. As a

leader in German business and politics,

his views would deserve our thoughtful

attention were there no other reasons for

noticing them. But, in addition, his in-

fluence has been a powerful .one in the

reconstruction of German industrial life,

and the economic organization of Germany
today clearly reflects his views expressed a

number of years ago in his Die Neue Wirts^

chaft and Die Neue Gesellschaft.

This volume is a translation of Von Kom-
menden Dingen, the most widely read of his

numerous books, and has been well trans-

lated by Eden and Cedar Paul. In it

Rathenau shows, as in his other writings,

that remarkable and rare combination of

the business man, the statesman and the

idealist. To him the existence of a vast

proletariat is a cause for shame and indigna-

tion. The nineteenth century brought a

vast economic mechanism—materialistic,

coercive, ruthless and antagonistic in its

operation. Its task is "to nourish and main-

tain our teeming race"; but the thingneeded
is "a re-guidance of the spiritual," for "the
heart is the supreme arbiter of all human
happenings" and "all earthly activities and
aims find their justification in the expansion

of the soul and its realm." Our "goal

towards which we strive is the goal

of human freedom." Education, the cor-

porate form of organization and tlie

wider diffusion of administrative experience

14

have brought threats to "the hereditary

stratification of capitalism."

But orthodox socialism is as senseless and
as abhorent to him- as the crumbling struc-

ture of capitalism. Instead, our aim should

be socialization, to be achieved by sweeping

economic modifications, by a changed
morality and by a will to achieve the goal.

In this we must assent to the grant of power
to the state, which "will become the mov-
ing center of all economic life." This state,

however, will be vastly different from the

one we know and will be a much more
effective instrument for world welfare.

The volume is stimulating and inspiring.

It is to be hoped that our publishers will

rapidly increase their reprints and transla-

tions of leading European volumes. Wide
reading by Americans of the great books

of other coimtries will be one of the most
helpful influences that could be injected

into our thinking at this critical time.

Ernest Minor Patterson.
University of Pennsylvania.

Jones, Walter. Capikd and Labor, Their

Dvties and ResponsiMlities. Pp. viii,

168. Price, 2/6. London: P. S. King
& Son, Ltd., 1921.

Every now and then some layman, with

inadequate economic training, becomes so

imbued with a pet scheme for healing the

industrial ills of society that he cannot re-

frain from putting his ideas before the

public. Mr. Jones lays himself open to se-

vere criticism in this book, which bristles

with economic fallacies. He believes that

the distraught condition of world affairs

today is largely due to two causes : the lack

of a brotherly spirit between capital and
labor, and the exaction of usurious rates of

interest by the owners of capital. His

genial recommendation for better coopera-

tion between workers and employers is com-
mendable, though hardly original; but his

suggestions for stopping the "drain upon
the nation" caused by high interest rates

are ludicrously naive. He would by law
prohibit a rate of interest on loaned capital

in excess of 2 per cent, and would have the

government of Great Britain aid in reduc-

ing the rate of interest by supplying an
abundant quantity of "liquid capital" for

British industry in the form of an issue of
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paper money, recommending not less than

one billion pounds of "credit notes" for tlie

purpose! Furtlier comment is superfluous.

The book is obviously a vehicle for exploit-

ing the autlior's mischievous ideas on inter-

est and money, which cannot be too

positively condemned.

Raymond T. Bye.

University of Pennsylvania.

Simpson, Kemper. Economics for the Ac-

countant. Pp. 206. Price, $2.00. New
York: D. Appleton & Company, 1921.

The publication of this volume shows the

trend of accounting thought at the present

time. During tlie last decade, while there

has been awealth of literature upon account-

ing subjects, there has been little written,

in book form, dealing with accounting as

an application of economics. The student

of accounting will find many and diverse

text books upon the treatment of transac-

tions in books of account and upon the

preparation of business statements. He
will also find a complete assortment of

published material setting forth the theory

of accounts, but after diligent search he will

find but little literature written for the

express purpose of discussing the relation

between economic conditions and their

expression in books of accounts and state-

ments. Mr, Simpson attempts to present

this relation and, taking all things into con-

sideration, he is successful.

The thought in the mind of one who
begins to read this book, namely, that no
more than an outline of economic theory

can be given in a book of two hundred
pages, a portion of which is specifically

devoted to accounting, is found to be true as

he progresses through the volume. One
must take for granted that the economic
theories expressed are correct. There is no
space for discussion. At the present stage

in the development of accoimting literature

this is probably an advantage because

many of those who study accounting are

sufliciently short-sighted to avoid long dis-

cussions upon theory in order that they

may leap at once into practical applications.

It is to be hoped that such persons will read

this book.

Concerning the theories expressed in the

volume, it may lie .stated that the author

has conformed to tlie modern school of

thought in botli economics and the appli-

cation of economics in accounting. It is to

be supposed that there will be some who
will not agree with all of the theories pre-

sented; notably those concerning the inclu-

sion of interest in manufacturing cost, and
value. This may be expected in the han-

dling of any subject which is not an exact

science.

Tlie arrangement of the material in the

book might be improved upon. The refer-

ences to subsequent pages and chapters are

too frequent. These references cause

confusion in the mind of the reader instead

of assisting him toward continuity of

thouglit. Appendices I and II, upon
"Interest as a Part of Cost, "and "Dis-

puted Items of Cost" might better have
been placed as a portion of the chapter

upon the doubtful elements of cost. The
reviewer also believes that the theory under-

lying the handling of joint-costs is placed at

a point where tlie reader is unprepared for

so technical a discussion.

The,author is not conclusive in his theory

of handling bad debts as a deduction from

gross sales: and in his diflferentiation be-

tween the accountant's classification of cost

and the economist's classification of cost he

is rather wilhng to concede the submerging

of the underlying economic theory in its

presentation upon the books. Further-

more, there seems to be more or less con-

fusion concerning the use of the term

"accoimting cost. " It is not clear whether

the author means to use it in the sense of

manufacturing cost or total cost. Tlie

author is, however, to be commended for

the stand which he has taken concerning

the appreciation of capital goods. Some
theorists have permitted their theory to

over-rule their better judgment in this con-

nection.

It is to be hoped that the publication of

this book will influence future writers in

order that there may be sufficient literature

for the student of economics who desires

accounting knowledge, and for the student

of accounting who desires economic knowl-

edge.

Thomas A. Budd.
University of Pennsylvania.
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United States Interdepartmental So-

cial Hygiene Board. Annual Report,

1921. Pp. 198. Washington: Govern-

ment Printing Office, 1921.

Funk, John Clarence. Vice and Health,

Pp. 174. Price, $1.50. Philadelphia:

J. B. Lippincott Company, 1921.

K» Mangold, George B., Ph. D. Children

Wm Born Out of Wedlock: A Sociological

Study of Illegitimacy, With Particular

Reference to the United States. Pp. x,

214. Price, $1.50. Columbia, Missouri:

University of Missouri Studies, Volume
in, Numbers, Social Science Series, 1921.

The perversion and prostitution of so

fimdamental a factor in life as the sex im-

pulse, together with the dire consequences,

constitute a chapter of appalling horror in

the history of human experience. There

are at least three major parts to this chap-

ter, indicative of three more or less distinct

problems that grow out of the misguidance

of this normal physiological function. They
are as follows : first, the venereal diseases

—

a problem of health and sanitation; second,

the commercialized aspect—a problem of a

highly organized business for exploitation

and profit; and third, sexual immorality—

a

problem of individual conduct. Listed

above are three publications, each of which

bears primarily upon one of these problems.

They are not exactly pleasant reading.

But the tragic reality of that which they de-

scribe, and the stern necessity of what they

prescribe^ sharply challenge the thoughtful

reader.

During 1918, the year of the influenza

epidemic, influenza was the cause of 22 per

cent, venereal diseases the cause of 12 per

cent, of the days lost on account of sickness

by soldiers in the entire American army.

Such data serve to explain why the federal

government, which first evidenced an inter-

est in this whole field with the passage of

the Mann Act in 1910, was led to cooperate

actively with certain volunteer civilian

organizations in 1916, when American
troops were located on the Mexican border,

and, finally, to create the Interdepartmen-

tal Social Hygiene Board on July 6, 1918,

to assume active leadership in the "aggres-

sive intergroup hygiene of the' venereal

diseases." The first of the above-men-
tioned publications is the last aimual

account of the stewardship of this agency
which, despite considerable opposition,

has continued to function since the close of

the War. The report of its four-fold activi-

ties—scientific research, educational re-

search, protective medical measures and
protective social measures—is distinctly

encouraging, for it promises that, under
federal leadership, two of the most danger-

ous and destructive diseases known to

mankind are emerging out of the limbo of

quackery and neglect.

The chief source of infection are the pro-

fessional prostitutes. At least ninety-five

per cent of their number, according to vari-

ous vice commission reports, are venereally

diseased. It is with the organized system,

of which the prostitute is the visible repre-

sentative, that Mr. Funk, who is director

of the Bureau of Protective Social Measures,

Pennsylvania State Department of Health,

deals in his book. After briefly summariz-
ing the causes, manifestations, business

aspects and results of commercialized vice,

he considers what in his judgment are the

best social measures for meeting the prob-

lem. Good government, law enforcement

in local communities, extensive popular

sex education—these are the heart of the

program suggested. A brief outline of

medical and medico-legal measures for the

treatment of the venereally diseased is

included.

The value of this little book lies not in

any contributions to our knowledge of the

subject, but in the fact that it is a short,

sane and readable summary of the essential

facts regarding prostitution, its relation to

disease, and what ought to be done in the

concrete in every community that wishes to

make progress in dealing with the problems

involved.

"During the last twenty-five years two
books dealing with illegitimacy have been
written in the English language." Dr.

Mangold has made a valuable contribution

to a scant literature on an important social

problem. His title, however, is misleading.

Not the child bom out of wedlock, but
rather its unmarried mother is the main
object of the author's study. "He is
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anxious particularly to present information

concerning causes and present methods of

treatment" (page ix).

"The causes of illegitimacy," he says

(page 184), "are largely the causes of im-

morality . . . the problem of illegitimacy is

therefore similar and yet not identical to

that of immorality. ... It is the belief

of the writer that ignorance and low ideals

are the chief causes of illegitimacy" (page

Relative to treatment he insists that

illegitimacy "cannot be adequately handled

except by persons animated with lofty

social ideals and trained to work out each

individual problem" (page 90). This is

just what he does not find. An overwhelm-

ing proportion of cases are handled either

by commercial agencies whose traffic in

infants and exploitation of mothers indi-

cates something far removed from lofty

ideals, or by public and private philan-

thropic agencies whose methods are anti-

quated, who lack social pers|>ective, and to

whom effective case-work is unknown.

The book is a calm setting forth of a de-

pressing situation. The work shows an

apt combination of scientific analysis and

deep sympathy. There is an excellent

bibliography.

James H. S. Bossard.

Univeraiiy of Pennsylvania.

TosDAL, Habby R. Problems in Sales

Management. Pp. 672. Price, $5.00.

Chicago; Al. W. Shaw Company, 1921.

Modern business is becoming increas-

ingly conscious of the necessity for a more
scientific approach to the problems of

distribution. Professor Tosdal's book,

entitled Problems in Sales Management, con-

sists in an almost exhaustive treatise of

the selling history of various businesses

throughout the United States. Such topics

as the "Location of Sales Headquarters,"

"Location of Ware Houses," "Sales De-

partmentalization, " " Scope ofResearch and

Planning," "Qualifications of Salesmen,"

"Selection of Salesmen," "Market Analy-

sis," "Districting Salesmen," "Sales Man-
ual," "Paying Salesmen," etc., are sug-

gestive of the comprehensive grasp of the

interrelated problems confronting adminis-

trators in their search for principles to meet

the competitive and efficiency demands of

modern sales management. Professor Tos-
dal's analysis of these factors is suggestive

of "a method which employs tlie habit of

making decision upon facts and evidence

rather than upon guesswork."

Practical problems for student analysis

have been selected with a view "to bring

out the high spots in sales management and
are all based upon the experiences of going

concerns."

The arrangement of materials and the

problems suggestedaim to develop an appre-

ciation of the significance of the functional

place of principles in relation to increased

efficiency in sales administration. This
book in its concrete presentation of actual

working situations should be invaluable to

present-day sales administrators and ex-

ecutives who have the mental capacity

to appreciate the value of utilizing the

experiences of others.

Because of its abundance of verifiable

material and accuracy of analysis this text

should come to have a definite place in the

study of modem selling problems. From a

university point of view involving instruc-

tion, however, its material implies a back-

ground much more elemental and funda-

mental than the writer discloses. In other

words, this text is more nearly adapted to

graduate students who have had intensive

courses in more sciences than psychology.

Modem distribution implies physiology,

biology, sociology and political science.

Administrative sales management will never

attain the dignity of professionalism until

sales policy is based on the correlated flow-

ering concepts involved in the humanities.

The technique of the subjective aspects is

more suggestive in this book than a reality.

However, Professor Tosdal's mastery of the

objective phases of sales management is

complete. The future will have as its con-

tribution to the field of distribution that

master mind, capable of selling administra-

tion, whose outlook is capable of unifying

the subjective individual growth concepts

with those of objectivity. The correlation

of these two processes, the subjective and
objective, gives freedom so ,to create in

terms of principles that business organiza-

tion may function for the common good of

consumer, distributor and manufacturer.
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Texts similar to Sales Management are

pioneer books pointing the way to better

selling methods. Our educational problem

is to get these books related to the student

relative to his ability to grasp and scien-

tifically apply the principles suggested.

When the field of distribution shall have

succeeded in getting its principles of action

analyzed in relation to the science of

economics and the art of business, Profes-

sor Tosdal's book will be found to have been

fundamental in making us realize the facts

out of which principles and theories of

modern sales management must necessarily

evolve.

Herbert W. Hess.

University of Pennsylvania.

PowEUi, Fred Wilbur. The Railroads of

Mexico. Pp. vii, 226. Boston: The
Stratford Company, 1921.

The United States as a world power must
perforce be interested in other nations. A
keen interest in our neighbor to the south,

however, long antedated our active partici-

pation in international affairs. American
capital invested in the country south of the

Rio Grande has served to direct attention

to the Mexican government and its re-

sources, especially during the last ten years,

when changing governments have jeopard-

ized both their national and foreign invest-

ments.

So much has been written on the Mexico
of the last decade that it is diflBcult to find a

phase of the subject not touched upon.

Such a phase, however, Mr. Powell finds in

(railroads and their condition in the period

following the presidency of Porfirio Diaz.

The discussion is divided into three parts.

The first shows the policies of Diaz by
which he encouraged the building of rail-

roads with foreign capital. At the close of

his regime nearly a billion dollars of Ameri-
can capital had been invested in Mexico,

about two-thirds of which was connected

with railroads. American capitalists owned
more than four-fifths of the entire invest-

ment in the 16,000 miles of Mexican lines.

Part I shows, also, the conditions under
which the lines were built, the difficulty of

operation during the period 1910-1920, the

service maintained and the claims of Ameri-
caji investors for damages incurred during

this decade. The accounts consist of quo-

tations from the annual reports of railroads,

from presidential messages, legal documents

and press reports.

Considering Mr. Powell's knowledge of

railroads in general, and his first-hand

acquaintance with those of Mexico, he

could himself have given a better digested,

and consequently more valuable, contribu-

tion than the one on pages 25-67, made
up, as it is, largely of page after page of

quoted statements. The concluding chap-

ter of this part is a more constructive

piece of work, pointing out the dependence

of Mexican railways upon foreign capital

and the necessity for political stability before

the transportation problem can be solved.

Part I is the most valuable section of the

book, since it shows the present state of the

lines after years of disturbing conditions.

The second part>of the work is a history

of the beginning of Mexican transportation

and a detailed account in some ten chapters

of the development of as many separate

systems in the country. It forms aback-

ground for the more interesting revolution-

ary period of the last ten years, described in

the earlier pages. These ten short chapters

(averaging less than three pages each) show
the character of railroad concessions in

Mexico, the early participation of Ameri-

can interests, and the more recent tendency

to free themselves from foreign control.

Mexican railroads have been closely

connected with political affairs from the

early days of Diaz to the Obregon govern-

ment. Subsidies have been granted to

practically every line in the country and
government control of all lines has been the

ultimate aim. The results, both political

and economic, of this national policy the

author presents in Part III. Railroads

were built to afford transportation either to

a port or to the American border, but they

have not developed the country as was
expected. High freight rates, excessive cost

of construction and the general apathy of

the people have kept Mexican lines from

becoming great arteries of trade.

An excellent bibliography of twenty-four

pages, covering books, periodicals and legal

documents, is appended to the study.

Harry T. Colungs,
University of Pennsylvania.
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Turner, John Roscoe. The Ricardian

RetU Theory. Pp. xix,221. Price, $4.00.

New York: The New York University

Press, 1921.

Students of the past generation have paid

scant heed to early American economists.

The period before the Civil War, and even
the post-war decade with its many mone-
tary and tariff questions, were dominated
by the influence of Ricardo and Mill rather

than that of American writers. Professor

Turner's book, The Ricardian Rent Theory

in Early American Economics, endeavors to

bring together the doctrines of these neglec-

ted writers and to show their contributions

to early economic science.

Tliis study was begun and completed

eight years ago by Professor Turner, then a

graduate student. It is presented as

originally written, except for the omission

in large part of a sixty page critique of the

Ricardian rent doctrine, which is sum-
marized in the first chapter of the book.

The body of the study, comprising Chapters

n to IX, discusses the views concerning

rent, population and related subjects of

some fifteen American economists of the

period 1820-1880. Of those mentioned,

Francis Wayland, Henry C. Carey, Francis

Bowen and Arthur L. Perry are best known.
This detailed study of each of the writers is

followed by a resume of the doctrines advo-

cated by them, regarding wealth, value,

capital, ]x>pulation and rent. Professor

Fetter's introduction, dealing with the place

of these men and their writings in economic

literature, and the extensive bibliography at

the end of the study, are worthy additions.

The treatment limits itself to a considera-

tion of the rent doctrine of Ricardo with its

necessary implications in the theory of popu-

lation and the law of diminishing returns.

Its chief value lies in a comprehensive treat-

ment of the doctrines of these early writers.

The author points out : (1 ) Thatthey deserve
a higher place than was accorded them in

Professor Dunbar's sirtide in the North

American Review (1876); and (2) that they

showed an indepjendence of judgment, fos-

tered by their new environment. Students

of economic theory will welcome this study

in a fiield previously treated only in scattered

articles. Harry T. Colungs.
University of Pennsylvania.

BowLEY, Arthur L. Elements of Statis-

tics 4th Edition, revised. Pp. xi, 459.

Price, 24s. Ix)ndon: P. S. King & Son
Ltd., 1921.

The first edition of this text was published

in 1901, while mathematical statistical

analysis was still relatively in its infancy.

Developments of method since that time

have been great and applications of the

more refined methods of analysis have been

still greater. In the field of economics, in

particular, the first application of the

method of correlation to a time series, so far

as I am aware, was published in 1901, viz..

Hooker's Study of tlie Marriage Rate and
Trade. The present revbed edition of

Bowley's text reflects these developments.

In Part I, for instance, dealing with general

elementary methods, the chapter on " Appli-

cation of Averages to Tabulation" has been

replaced by one on "Measurements of Dis-

persion and Skewness.

"

The more extended clianges and addi-

tions, however, have been made in Part II,

dealingwith the applications of mathematics

to statistics. This part has been completely

rewritten and the treatment of theory is

much more detailed and more extended.

The author states tliat his treatment

and his selection of examples have been

chosen in particular with reference to prob-

lems arising in sociological and economic

investigations; whereas, as is well known,,

modem statistical theory has developed

largely in connection with biological

investigations.

One significant change is noted in his

development of theory. In the 1901 edition

an effort was made to obtain the principal

derivations, e.g. the law of error, by the

use of algebra only; in the present edition

he very frankly gives up this plan and uses

calculus. The field of statistical theory has

become so broadened in the last twenty

years that a large portion of the literature

cannot be read without a knowledge of

calculus. Bowley mentions, significantly,

in his preface that "no one should attempt

to measure correlation till he has studied

the theory closely and critically"—

a

viewpoint with, which I am in complete

sympathy.
It is a joy to note the expansion in this

new edition—its extent and its direction.



Book Department 211

The number of economists in the United

States who are using the newer methods of

statistical anaylsis and who have anything

Hke an adequate mathematical training is

still relatively small. More texts like

Bowley and Yule, which bring together and
summarize the widely scattered results of

researches into method, will greatly assist

the extension of this knowledge to larger

and larger numbers.

Bruce D. Mudgett.

University of Minnesota.

Barnes, H. E. The Social History of the

Western World. An Outline Syllabus.

Pp. xii, 126. New York: D. Appleton
& Co., 1921.

Prospective purchasers of this book
should have their attention called to the

fact that the book is merely a syllabus in

bold outline form of the social history of

the Western World. It is not a monograph
nor is it a treatise. It is an arrangement of

topics carefully chosen with readings indi-

cated without critical comment.

Taussig, Frank William. Selected Read-

ings in International Trade and Tariff

Problems. Pp. x, 566. New York:

Ginn and Company, 1921.

These readings are divided into three

parts. Part one gives an analysis of the

economics of international trade by emi-

nent economists such as Mill, Caimes,
Taussig and Bullock. Part two gives the

argument of the classic economists and one
or two modem economists for and against

free trade. Part three contains the im-

portant public documents in the United
States, such as excerpts from Hamilton's

Report on Manvfactures, Gallatin's Free

Trade Memorial and Henry Clay's Speech

on American Industry.

The average reader will find three arti-

cles in these readings of outstanding interest

and importance at the present time. One is

an article by Messrs. Bullock, Williams and
Tucker on "The Balance of Trade in the

United States." The second is an article by
Adolf Wagner on "Agrarian Sta.te Versus

Manufacturing State." The third is an
article by Lujo Brentano on "The Terrors

of the Predominantly Industrial State."

These articles are particularly pertinent to

the type of discussion wehavein this country
at this time.

The readings were selected primarily for

use in a university class dealing with the

tariff but they will prove equally valuable
to those desiring to have at hand as a refer-

ence book the arguments of the leading

economists for and against a high pro-

tective tariff. There are excerpts also

from the works of Grover Cleveland,

William McKinley and Thomas B. Reed.

Mitchell, Wesley C, et al. The Income
in the United States. Its Amoimt and
Distribution, 1909-1919. Volume I.

New York: Harcourt, Brace & Company,
1921.

The authors of this volume and of Vol-

ume II, which is to appear in a few weeks,

are connected with the National Bureau of

Economic Research. This body was incor-

porated in 1920 "to conduct quantitative

investigations into subjects that affect

public welfare," and is already engaged in

other studies.

This study of national income was greatly

needed and will be of value not only to

economists but to legislators and to business

men. Separate investigators working in-

dependently and with different methods
analyzed the national income. Mr. W. I.

King, whose inquiry into the same subject

several years ago has been ouur standard
work on the subject, estimated the income
by sources of production, the "income pro-

duced—the statistics of coal and metals

mined, lumber cut, crops grown, raw mate-
rials transported or manufactured, and the

like." Mr. Knauth estimated it by income
received, using "income tax returns, reports

on wages and salaries, investigations of the

profits of farmers, and the like." The two
results are analyzed in various ways and
are then combined. The final estimate

shows a total national income ranging from
$28,800,000,000 in 1909 to $61,000,000,000

in 1918. Divided by the population of the

United States, the per capita income ranges

from $319 in 1909 to $586 in 1918. These
figures, however, are deceptive because of

the rise in prices, and are corrected by ad-

justing them to the price level of 1913.
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The total national income thus estimate<l

was $80,100,000,000 in 1909 and $38,800,-

000,000 in 1918, while the per capita income
was $338 in 1913 and $872 in 1918. Small

as these amounts are, they are larger than

in any other country. Per capita income
in the United States in 1914 was $335; then
followed Australia with $263; the United
Kingdom with $243; Germany with $146;

Spain with $54, and Japan with only $29.

Estimates are also itaade by Mr. Macaulay
of the actual distribution of tliis income
among the various groups of workers and in

other ways; but a brief summary is apt to

be misleading, so tlie reader is referred to

the volume itself. There is no doubt that

it will be widely read and will meet a very

distinct need in this important field. We
may add that it will dispel many false

notions regarding war prosperity and other

matters, although it should also be noted

that the authors draw very few conclusions,

leaving to the reader the application of

their work.

Ernest Minor Patterson.
University of Pennsylvania.

Notes on Recent German OflBcial Publication

CINCE January, 1921, the Statistical
^^ Bureau of the German Federal Govern-
ment has been publishing a montlily peri-

odical, entitled Wirtschaft und Statistik

(Economy and Statistics), which should

prove an indispensable addition to the vari-

ous official publications of the present Ger-

man government. It contains the most
important statistical compilations made by
the Federal Statistical Bureau, concerning

domestic economic conditions, and pre-

sents them clearly and comprehensively as

they are compiled from month to month.
It also includes detailed comparative

statistics pertaining to general financial

and industrial conditions in various foreign

coimtries, including the United States.

The reports deal with all phases of ec-

onomic activity, such as production and
consumption, trade and commerce, whole-

sale and retail prices, wages in various in-

dustries, money and finance, territorial

problems and movement of population.

Much of the statistical material is supple-

mented with detailed graphs and charts.

The periodical is to appear as a semi-

monthly publication in the near future.

As no public revenues are available for the

purpose, the proceeds derived from the sale

of the periodical must defray the expenses

of publication. Consequently it is not

available for free exchange.

A second important German government
publication is the Reichs-Arbeitsblatt,

(Federal Labor Journal) the official organ

of the Department of Labor and the

Fedetal Employment Bureau. It is pub-

lished semi-monthly, the new series of this

journal dating from September, 1920.

The periodical contains an official and an
unofficial division. The former includes the

latest labor legislation, labor agreements,

trade union regulations, building and hous-

ing laws and labor compensation acts.

The latter includes a monthly survey of the

labor market in Germany, statistical data

on unemployment in various occupations

and professions and cost of living statistics.

This information is followed by a series of

special articles written by government

officials. These articles deal primarily

with general labor problems. In addition,

it contains a resume of economic and un-

employment conditions in foreign countries.

Finally, it includes a bibliography of all

official reports and publications received by

the Department of Labor during the month,

together with a brief review of the most im-

portant of these publications.

Both of the above periodicals are pub-

lished by Reimer Robbing, Berlin, S. W. 61,

Grossbeerenstrasse 17. The annual sub-

scription price of the former in Germany
is 36 marks, and of the latter 80 marks.

These publications should prove a valuable

addition to the reference library of any-

one interested particularly in the general

economic conditions in Central Europe.

A communication, recently received

from the German Red Cross Committee
in Frankfurt am Main, calls attention to a

collection of War Literature on Belgium,

1914-1918, contained in the archives of this

committee.

I
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The collection includes all publications

concerning Belgium during the World War,
the detailed catalogue listing more than

three thousand individual documents,

books, periodicals, pamphlets, posters,

placards and pictures. In its completeness

this collection offers excellent source mate-

rial for thorough-going study of the Belgian

problem during the war, for it also con-

tains an abundance of rare secret docu-

ments.

The table of contents of the catalogue

lists the following items:

1. German oflBcial reports concerning

Belgian problems (political, economic, etc.).

2. Books and pamphlets concerning

German administration, as well as domestic

and foreign policies in Belgium.

3. Historical background of the War and
propaganda literature.

4. The Walloon movement in occupied

Belgium. (Books and pamphlets.)

5. Questions concerning militarism and
atrocities. (Books and pamphlets.)

6. Flemish movement in the occupied

territory including problems dealing with

public instruction and the University of

Ghent as well as the problem of language

and the Council of Flanders.

7. Belgian secret press. (Books and
pamphlets.)

8. Belgian and Flemish literature.

9. Individual items, mounted, such as

circulars, pictures, cards representing King
Albert and his household, the deportation,

circulars by Cardinal Mercier and concern-

ing him, leaflets scattered by aviators over

Belgium, documentary evidence concern-

ing the Belgian secret press and pamphlets

dealing with the Flemish movement.
10. Periodicals, including newspapers

discussing the Walloon Movement in Bel-

gium and beyond the border, as well as Wal-
loon periodicals, complete file of German
official correspondence pertaining to Bel-

gium, extracts from the Daily Press, the

official organ intended only for administra-

tive purposes, periodicals of the Belgian

secret press, including an almost complete

original authentic copy of the well known
secret newspaper La Libre Belgique, and
lastly newspapers from occupied Belgium,

both single copies and files.

11. Posters, four hundred photographs

and two hundred originals.

12. Picture placards advertising the

theatre, sport and art.

The entire collection is offered for sale,

in whole or in part, by the Red Cross Com-
mittee of Frankfurt am Main, Goethestrasse

4, the stipulated price for the collection

being one thousand dollars.

Karl Scholz.

University of Pennsylvania.



Report of the Board of Directors of the American Academy of Po-

Htical and Social Science for the Year Ending December 31, 1921

I. REVIEW OF THE ACADEMY'S
ACTIVITIES

^^7ITH each year the Academy carries

^ ' forward towards more complete reali-

zation the great purposes for which it was
founded. The existence of a national

forum free from all political and partisan

affiliations is of inestimable value in a de-

mocracy such as ours. Through the Acad-

emj-^s efforts, both in its publications and

at its sessions, an ever increasing body of

valuable material is made available to the

American public. With each year the

Academy is becoming an increasingly im-

portant factor in the enlightenment of

public opinion, and the confidence which it

inspires and enjoys in all sections of the

country, is a source of great strength to our

work and should also be reason for just

pride to every member.
Throughout the year the Academy has

enjoyed the devoted and unselfish efforts

of an Editorial Council under the able

leadership of Dr. Clyde L. King, and your

Board desires to avail itself of this oppor-

timity to acknowledge and express a deep

sense of the obligation which we all owe to

the members of this Board, and to those

outside the Board who have undertaken

the editorship of special volumes.

Your Board desires again to emphasize

the importance of securing for the Academy
a special endowment fund for the purjjose

of extending the research activities of the

Academy. Those in charge of the Acad-

emy's activities should be placed in a posi-

tion to engage the services of highly trained

investigators to prepare special reports on

the important economic, industrial and
social problems confronting the country.

We are in hopes that through the coopera-

tion of the members of the Academy, it

will be possible to secure such a fund for

research work, and in addition, a fund suf-

ficient to provide the Academy with the

building so urgently needed to make its

work more effective.

Your Board is of the opinion that the

time has arrived when the Academy should

undertake exhaustive investigations of the

problems of national importance through

the establishment of annual fellowships.

As a first step in this direction, the Acad-

emy established a research fellowship for a

period of one year for the purpose of secur-

ing a careful scientific study of the economic

and social conditions in Haiti and the Do-
minican Republic. Dr. Carl Kelsey, Pro-

fessor of Sociology at the University of

Pennsylvania, was appointed to this fel-

lowship and has just returned from a study

of the conditions in these two republics.

In the March issue of tiie Annals (1922)

the results of this study will appear in a

sfKJcial monograph.

II. PUBLICATIONS

During the year 1921 the Academy pub-

lished the following special volumes:

Present Day Immigration (with Special

Reference to the Japanese) January.

The International Trade Situation

(March).

Taxation and Public Expenditures

(May).

The Place of the United States in a

World Organization for the Maintenance

of Peace (July),

The Revival of American Business

(September).

Thirtieth Anniversary Index (Septem-

ber Supplement).

Child Welfare (November).

Austria Today (November Supplement).

ni. MEETINGS
During the year that has just come to a

close the Academy held the following ses-

sions:

February 19, Some Present Day Inter-

national Problems.

April 2, Shall Europe's War Debt to the

United States be Cancelled.'

May 13 and IJf, The Twenty-Fifth An-
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nual Meeting. The Place of the United

States in a World Organization for the

Maintenance of Peace.

November 5, Unemployment and Its

Remedies.

December 3, Russia and Her Problems.

IV. MEMBERSmP
Diu*ing the year 1921 the Academy re-

ceived 1,311 new members and 212 new
subscriptions, or a total of 1,523. The
Academy lost 48 members by death; 504,

by resignation; and 263 delinquents were

dropped. The present membership of the

Academy is 6,533 members and 1,358 sub-

scribers or a total of 7,891.

V. FINANCIAL CONDITION

The receipts and expenditures of the

Academy for the fiscal year just ended are

clearly set forth in the treasurer's report.

The accounts were submitted to Messrs.

E. P. Moxey and Company for audit, and
copy of their statement is appended here-

with. In order to lighten the expenses

incident to the Annual Meeting a fund of

$1,525 was raised.

The Board desires to take this oppor-

tunity to express its gratitude to the con-

tributors to this fund.

VI. CONCLUSION

In conclusion, your Board desires to say
that it has endeavored to the best of its

ability to carry out the important duties

entrusted to it by the members of the

Academy.
To make this work more effective, how-

ever, the Academy needs the more active

interest and cooperation of members in

every section of the country. There is no
section which is not well represented by
leaders of thought and action. Through

their efforts the influence of the Academy
can be strengthened in every state of the

Union, and your Board desires to take this

opportunity to make a plea for a more
active participation of the members in our

work.

January 13th, 1922.

Chakles J. Rhoads, Esq., Treas.,

American Academy of Political and Social

Science, Philadelphia, Pa.

Dear Sir:—
We herewith report that we have audited

the books and accounts of the American
Academy of Political and Social Science for

its fiscal year ended December 31, 1921.

We have prepared and submit herewith

statement of receipts and disbursements

during the above indicated period, to-

gether with statement of assets as at De-
cember 31, 1921.

The receipts from all sources were veri-

fied by a comparison of the entries for same
appearing in the treasurer's cash book with

the record of bank deposits and were found
to be in accord herewith.

The disbursements, as shown by the cash

book, were supported by proper vouchers.

These vouchers were in the form of can-

celled paid checks or receipts for moneys
expended. These were examined by us

and verified the correctness of the pay-

ments made.
The investment securities listed in the

statement of assets were examined by us

and were found to be correct and in accord

with the books.

As the result of our audit and examina-

tion we certify that the statements sub
mitted herewith are true and correct.

Yours respectfully,

Edward P. Moxey & Co.,

Certified Public Accountants.
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AMERICAN ACADEMY OF POUTICAL AND SOCIAL SCIENCE

SxATEMBa^T OF RECEIPTS AND DISBURSEMENTS FOR FiSCAL YeAR
Ended December SI, 1921

Cash Deficit January 1, 1921 $431 .54

Receipts

Members' Dues $36,860.23

Life Memberships 150 . 00

Special Donations 1,629.00

Subscriptions 7,920 . 73

Sales of Publications 4,350.87

Interest on Investment and Bank Balances 6,006 . 09

Sundries 173.08

57.090.00

Dithursements $56,658 . 46

Office Expense* ".
$9,402. 14

Philadelphia Meetings 4,681 .25

Publicity Expense 7,196.71

Publication of The Annals 29,199. 44

Membership Records ; 3,671 .68

: $54,965.39

Cash Balance December 31, 1921 $1,093.07

Assets

Investments (book value) $117,376. 27

Cash:

In Academy Office $400.00

In Treasurer's Hands, Girard Trust Company 1,293.07

1,693.07

$119,069.34

* Of this amount, $1,500 was paid to Dr. Carl Kelsey for research work on the island of Haiti

and Santo Domingo. In 1920, $1,000 was advanced for this same purpose.
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FOREWORD
CODES of ethics are important

agencies for social control. The
complexities and the specializations of

modem industrial life leave many indi-

viduals unable to judge whether or not

a member of any profession has per-

formed his services with due regard to

the interests of all, as well as with due
regard to the interests of his client. In

all but the crassest and most obvious

defaults in service standards the work
of the physician must be judged by
physicians and that of the lawyer, by
lawyers. And so with each of the pro-

fessions. The higher the skill, the

greater the need for organized group

effort toward maintaining a fine sense

of obligations, not primarily to others

in the same profession, but chiefly to

the general well-being of all.

Hence it is that the ideal of all the

professions is public service and not

monetary gain. The very opportuni-

ties for anti-social conduct call forth

organized effort to taboo unprofessional

conduct. The constructive aim of each

of the professions must therefore be the

public good. The member of each of

the professions has as his means of

livelihood the heritage of the ages in

his science. His earning power and his

opportunity for immortality of influence

depend upon the careful work of count-

less predecessors. The training neces-

sary to a mastery of a profession gives

the opportunity, but not the reason,

for enforcing high standards of conduct
throughout the profession.

Until very recently business was
looked upon solely as a means to a
selfish end. The ethics of business were
those of the barter-market. The buyer
could beware. The sole test of the seller

was what he could get away with. But
modern transportation systems have
changed all this. Oranges grown in

California must now be marketed in

Philadelphia and automobiles are now
made in Detroit to be sold in the Orient.

The manufacturer sells to distant un-

known customers through advertising.

Even contracts to buy and to sell, in

these days of the telephone, are largely

by word of mouth. Selling prices must
now be announced before goods are

produced. Business hangs more and
more upon good faith. That old adage,

"A man's word is as good as his bond,"
acquires new meaning as a business

asset.

The necessity of good faith in busi-

ness was brought forcibly to the atten-

tion of the business world by the un-

precedented cancellation of contracts in

the recent period of rapidly rising and
falling prices. Business men learned

then how little money it takes to tempt
a man to break his word. But modern
business cannot go on where there is

lack of confidence. The sudden stagna-

tion of business in 1920 was due more
than men are wont to believe to the

breakdown of moral stamina. Busi-

ness is today far flung in its relations

and complex in its ramifications. The (

structure falls when good faith fails.

In the past few months, many busi-

ness men have come to have a solemn
sense of personal obligation to restore

and maintain faith in the business

world. For ethics is the basis for

creative industry. The National Asso-

ciation of Credit Men has adopted a
formal code of ethics. (See page 208.)

The Associated Advertising Clubs of

the World has started a "Truth in

Advertising" Movement and has

formed a Vigilance Committee to en-

force the truthful presentation of busi-

ness facts in advertising.-*(See page 214.)

The "Commercial Standards Council"

was federated out of many large busi-
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ness associations to suppress bribery

and to secure better ethical standards

in business. (Seepage 221.) TheRo-
tarians, under the poignant leader-

ship of Mr. Guy Gundaker, have set

for themselves the gigantic yet inspir-

ing task of creating a code of ethics in

every craft and business group tlu^ough-

out the country. (See page 229.) And
even the editors of newspapers have
assumed responsibility for a public

profession as to their standards of

conduct. (See pp. 170 to 179.)

As business groups and crafts struggle

to put into words the ideals that shall

guide their members when meeting the

business temptations peculiar to each

craft or industry, they, too, must turn

away from mere negations to the ideal.

And this ideal, as with the professions,

must be the pubHc good. These busi-

ness groups, however, will not find at

hand the same means for enforcing

high standards of conduct that the pro-

fessions have. There will usually be
no selective training for the work per-

formed, though the demand for such

training is increasing. (See page 205.)

But, on the other hand, business groups

will have the powerful controlling

agency of the organized market.

The business world is now so complex
that reliance must be its first watch-

word. And this can never be until the

ideal of service controls the crafty

impulse for profits. Confidence can
never be established merely by prevent-

ing the illegal. Laws must by their

very nature be the expression of ac-

cepted standards of conduct. Unless

those standards are generally accepted,

laws can be of no avail. For laws en-

force the obedience of minorities only.

The professions of law and of medicine

will never entice the public confidence if

the members of those professions organ-

ize solely to punish the lawbreaker. The
physician, to be worthy of his profes-

sion, must do more than refuse to do the

illegal act. He must do his share to

prevent disease, even though by so

doing he shall decrease the need for

physicians. The unethical and the

illegal are not synonymous. The
ethical points to the goal. The illegal

leads only to the jail. The unethical is

the path in the mud. The ethical is

the paved road to public service. Ethics

like all paved roads are the result of

conscious, persistent, hmnan effort.

One danger to the general good lurks

in group codes, and that is that the

code may degenerate into the creed of

a
'

' make-work '

' union . We have heard

much of late about wage earners mak-
ing work for each other and not push-

ing their own jobs to a finish. We have

been prone to forget that the same
disease has long been chronic among
some members of the legal profession.

We have scolded the wage earners for

standing together when many physi-

cians have long practised all the arts of

mutual protection. Unless the ancient

self-seeking by individuals is to be-

come, under the modern necessity for

organization, mere self-seeking by
groups, codes of ethics must keep

clearly in mind at all times the good of

all. If chambers of commerce may
dominate the legislature of Pennsyl-

vania, why may not the farmers domi-

nate the national Congress? If lawyers

are to make work for each other, how
are we to say that laborers shall not

soldier on their jobs? Self-determina-

tion by groups there should be; but

self-determination in the light of the

good of all.

One aspect of group consciousness of

late is the belief of each of the profes-

sions that it alone should inherit the

earth. Engineers have recently claimed

that engineering is the one all-inclusive

industrial profession. The farmers

have long known that the farm is the

beginning and the end of all industry.

Ministers have solemnly assured their
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hearers that the ministry is the highest

of all callings while the contempt of

lawyers for the skill or knowledge of

others has been chronic. And who has

not been told that labor produces all

goods and who else ever can be "prac-

tical" but the business man? In so

far as this group-smugness is born of a

conviction of the dignity and social

value of one's calling, such a feeling

will have social value. But in so far as

it is indicative of group-selfishness, we
must find an antidote for it.

And that antidote has been suggested

in the Interprofessional Conference.

Such a Conference was held in Detroit

in 1919. The purpose of that Con-
ference (see page 13) was "to liberate

the professions from the domination

of selfish interest, both within and
without the professions, to devise

ways and means of better utilizing the

professional heritage and skill for the

benefit of society and to create relations

between the professions looking toward

that end." The Congress of the Build-

ing Industry, formed in this country,

is fraught with such possibilities.

Mr. Hoover's Unemployment Confer-

ence created in the minds of its most
selfish members an impulse to do one's

duty toward others. Such congresses

where one may learn of the needs and
points of view of others will tend to

transmute group-selfishness into group-

ideals of public service. The public

weal is a joint product of the loyal serv-

ices of the skill, knowledge and creative

ability of all. Useless one group or

profession without the other.

Codes of ethics are the means by
which groups keep their members so-

cially victorious over self-aggrandize-

ment. To survive, such codes must
achieve a unity not of negation but of

spirit—a spirit that consecrates life to

the long-time interests of all through
one's efforts while making a living.

Clyde L. King,
Editor.
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The Significance of the Professional Ideal

Professional Ethics and the Pubhc Interest

By Robert D. Kohn
New York City, Fellow of the American Institute of Architects

OF the many socially significant

effects of the War there are some
which are of particular interest to the

professions. One of these is the new
impulse to appraise the motives that

have inspired various professional

ideals and more particularly to test out

those ideals with the touchstone of the

public interest. That test naturally

results from any consideration of the

almost universal desire for service,

the sacrifice of one's private interests

to the common good that was preva-

lent throughout the War; perhaps, in-

deed, more prevalent among those who
could not make their sacrifice by
carrying a gun. For once, the money-
^making motive was laid aside; thou-

sands, nay, millions of people gladly

accepted the service motive as quite

adequate to energize every human
activity. At one blow, the profes-

'^sional classes were recruited a million-

fold and a thousand occupations that

had never been considered as capable

of becoming professional unconsciously

became professional. The gain motive
was subservient to the motive of

^ perfecting the quality of service.

With the cessation of hostilities most
of these great impulses faded away
almost over night. Their significance

had been recognized by the few; yet

here and there among the recognized

professions there were stirrings of a
new life, and at least two marked in-

stances of effort to retain the worth-
while elements resulting from war-time
cooperation. One of these was the

admirable move of the engineering

societies to continue through engineer-

ing councils certain forms of service to

the public that had been most highly

developed as a result of the war-time

demand for their particular technique.

The second was the effort of the archi-

tects to continue to lead the moves for

the betterment of housing, for city

planning, etc., in which they had taken

a leading part during the War. In

both of these professions there were

also striking efforts to analyze the

relations of the profession to the pub-
lic. The Post-War Committee of the

American Institute of Architects pro-

posed, among other things, a very

thorough investigation of the extent to

which the architectural profession of

the United States was rendering the

quality and quantity of service which

all of the public had the right to de-

mand. This particular survey was
very much along the line of the in-

vestigation of the professions in Eng-
land made for the Fabian Society by
Sidney and Beatrice Webb some years

before.

Inter-Professional Cooperation

Perhaps the most notable ethical

outcome of the service rendered by the

professions during the War was their

realization of the need for cooperation

between different professions, between
the branches of the same profession

and between the professions and the

technical branches of industry allied

to those professions. Indications of

this may be found by the formation at

Detroit in 1919 of "The Inter-Profes-

sional Conference" (still fumbling for

a definite form); by the very marked
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tendency towards a more democratic

inclusion of the larger number of pro-

fessional men in the various profes-

sional societies, and by the formation

of such bodies as the "Congress of the

Building and Construction Industry,"

in which it is sought to bring together

in all of the larger communities, not

only architects and engineers, but all of

those that are functionally connected

with building, including contractors,

sub-contractors, material manufac-
turers and dealers, skilled and un-

skilled labor, building loan and real

estate men. There has been, then, a

tendency on the part of the profes-

sional men to realize that they must
become coop>erators with the other

elements of the total function of which
they are a part, rather then one di-

recting element. One item in the final

report of the Post-War Committee on
Architectural Practice said in effect,

"The architect by himself cannot cure

the deficiencies in his service, or the

problems with which his profession is

faced; he can only improve his service

and make it more adequate to the

public need as he realizes his functional

relationship to the other parts of the

building industry, and through co-

operation makes these other elements

realize each its distinctive functional

responsibility."

In other fields, apparently, there

have been similar drawings together of

technician with worker and of techni-

cian with management, as in the ex-

periments of the English Building

Guilds. Whatever may be their meas-
ure of success or failure, these, like

the Congress of the Building Industry

in this country, are efforts towards

democracy. The opportunity for the

professions to lead in such moves is of

immense value.

All of the post-war stirrings within

the professions (of which there are

legion) are interesting because it ap-

pears most important that the pro-

fessional ideal be now clarified and
democratized. Everywhere we see

signs that the motive that has inspired

industry and commerce is being ques-

tioned; a realization is growing that the

old motives are inadequate. People

say, "If it was possible to conduct the

major operations of the great World
War without the prime impulse of

money getting, is it not possible gradu-

ally to increase the number of normal

activities inspired by other than money
getting?" The commonplace reply is

that the necessary patriotic enthu-

siasm would be lacking. But the pro^
fessions in the finest sense do actually

get their inspiration from a motive
other than the money-getting motive.

Why, then, is the professional impulse

limited in its scope? The earning of a

livelihood is naturally the result of

competent practice of a profession.

But that is not its prime purpose in the

best sense. The prime purpose is the

perfection of a service, and the most
important reward of that perfection is,

not the extent to which it is paid, but
the extent to which the service is

appreciated by those best competent
to judge it, by those who practise the.

same profession.

The whole argument with regard to

the validity of (and the extensibility

of) the professional motive is remark-

ably demonstrated by R. H. Tawney
of Oxford in his admirable Acquisitive

Society.^ He says in part:
'

A profession may be defined most simply

as a trade which is organized, incompletely,

no doubt, but genuinely for the performance

of function. It is not simply a collection

of individuals who get a living for them-

selves by the same kind of work. Nor is it

merely a group which is organized ex-

clusively for the economic protection of its

* The Acquisitive Society, by R. H. Tawney,
Fellow of Balliol College, Oxford. Harcourt

Brace & Howe, 1920.

I
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members, though that is normally among
its purposes. It is a body of men who
carry on their work in accordance with

rules designed to enforce certain standards

both for the better protection of its mem-
bers and for the better service of the public.

The standards which it maintains may be

(Thigh or low; all professions have some rules

which protect the interests of the commu-
nity and others which are an imposition on

it. Its essence is that it assumes certain

responsibilities for the comp>etence of its

members or the quality of its wares, and

that it deliberately prohibits certain kinds

of conduct on the ground that, though they

may be profitable to the individual, they

are calculated to bring into disrepute the

organization to which he belongs. While

some of its rules are trade union regulations

designed primarily to prevent the economic

standards of the profession being lowered

by unscrupulous competition, others have

as their main object to secure that no
member of the profession shall have any
but a purely professional interest in his

work, by excluding the incentive of specu-

f lative profit.

The conception implied in the words

"unprofessional conduct" is, therefore, the

exact opposite of the theory and practice

which assume that the service of the public

is best secured by the unrestricted pursuit

on the part of rival traders of their pecu-

niary self-interest, within such limits as the

law allows. . . . The rules themselves

may sometimes appear to the layman
arbitrary and ill-conceived. But their

object is clear. It is to impose on the

profession itself the obligation of main-

taining the quality of the service, and to

prevent its common purpose being frus-

trated through the undue influence of the

motive of pecuniary gain upon the neces-

sities or cupidity of the individual.

r" The difference between industry as it

exists to-day and a profession is, then,

simple and unmistakable. The essence of

the former is that its only criterion is the

t

financial return which it offers to its share-

holders. The essence of the latter is that,

though men enter it for the sake of liveli-

hood, the measure of their success is the serv-

I ice which they perform, not the gains which

they amass. They may, as in the case of a
successful doctor, grow rich; but the mean-
ing of their profession, both for themselves

and for the public, is not that they make
money but that they make health, or safety,

or knowledge, or good law. They depend
on it for their income, but they do not

consider that any conduct which increases

their income is on that account good. And
while a boot-manufacturer who retires with

half a million is counted to have achieved

success, whether the boots which he made
were of leather or brown paper, a civil serv-

ant who did the same would be impeached.

* * *

The idea that there is some mysterious

difference between building schools and
teaching in them when built, between pro-

viding food and providing health, which

makes it at once inevitable and laudable

that the former should be carried on with a

single eye to pecuniary gain, while the

latter are conducted by professional men
who expect to be paid for service but who
neither watch for windfalls nor raise their

fees merely because there are more sick

to be cured, more children to be taught, is

an illusion only less astonishing than that

the leaders of industry should welcome the

insult as an honor and wear their humilia-

tion as a kind of halo. The work of mak-
ing boots or building a house is in itself no
more degrading than that of curing the

sick or teaching the ignorant. It is as

necessary and therefore as honorable. It

. should be at least equally bound by rules

i
which have as their object to maintain

i
the standards of professional service. It

j
should be at least equally free from the

j
vulgar subordination of moral standards to

financial interests.

If any of these ideas are to be
brought into effect in the interrelations

of society; if the professional ideal is to

be to any extent carried over into other

fields, it behooves the professional man
to perfect his ideals. It would be
absurd to ignore the fact that these

ideals are far from perfection; that

professional standards are uncertain

and purposes vague. The principles

of professional practice have only too
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frequently tended to protect certain

monopolies or to advance a particular

profession on the gainful side. Pro-

fessional societies in that respect have
gone through and are still going

through various stages of liberation

from selfishness. The first stage of

organization was to protect the mem-
bers against unfair competition and to

improve the profession in public con-

sideration. Then followed the stage

in which the relationships between
members of the same profession were
considered as most important; certain

courtesies were to be extended from
one member of the profession to an-

other. Then they were bound to-

gether to prevent outsiders from inter-

fering or to protect the profession

against unjust laws. Next followed

the movement to improve admission

to practice; educational qualifications

were established, and the schools were
looked after. Finally there was at-

tained the stage in which permanent
importance is given to the relationship

of the profession to the service which

it may be expected to render—that

is to say the stage where public needs

are placed paramount to professional

rights or even desires. The various

professions are today in different de-

grees within one or more of these sev-

eral stages of development.

This last and manifestly most so-

ciallyvaluable stage of the development

of professional organization can best be

advanced if the professions come to-

gether and test out the validity of their

several standards in the light of the

criticism of those who practise some
other profession. The weakness of

professional influence in public life

comes about through the fact that each

profession in the past when trying to

affect public affairs has spoken for

itself alone, and hence its opinions were

always suspected of being influenced

by self-interest. Nothing is more im-

portant in our democracy than that

the best qualified to speak on any
particular topic shall be able to bring

their opinions to bear on public affairs.

Nothing is more evident than that

today the inexpert is listened to more
frequently, perhaps more trustfully

than the expert, on questions of public

policy. Even when the expert speaks

officially as representative of his partic-

ular professional body, he is weak be-

cause of the suspicion as to his motives.

The right technique, that is to say the

technique best qualified, can be brought
to bear upon our government affairs

onlywhen the professions as professions

join together, testing out every recom-

mendation in a group conference so as

to be able to present their views to the

public with all the force of a consoli-

dated inter-professional opinion. And
this method is right, too, because no
question of public health or engineer-

ing or law is merely a question of one
technique. The housing problem, for

instance, includes problems of engineer-

ing, architecture, finance, economics,

city planning, public health, social

work, law, and many other professions.

Professional Ethics and Public
Interest

The public interest, then, in the

growth and development of the pro-

fessional ideal is manifold. In the

first place, the professional ideal seems
to hold out a new hope for a worth-

while motive in many fields which
today seem to feel the failure of the

money-getting motive. The profes-

sional attitude has increasingly proved
its validity, and particularly during the

War, as an adequate motive force,

despite its many failures. It can,

however, only be carried over into

other fields of human activity from
the present-time recognized professions

if it is purified and perfected as a

result of the efforts of professional
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bodies, cooperating in a study of

their ethical standards, methods of

training and adequacy of the service

to the entire pubUc need, irrespective

of class. In the second place, the

public interest is great by reason of

the fact that the professional ideal

alone seems to offer a way out to

an inexpertly governed democracy.

Through cooperation between pro-

fessions the expert can be brought into

government through the more power-

ful public opinion thereby created. In

the third place, the professions alone

can lay the groundwork of a new
society based on the idea of the dis-

tinctive functional contribution of

each to the common good. They must
develop that basic idea into a clearly

defined scheme by enlarging their field

of cooperation and democratic under-

standing between professional groups

and then through points of contact

with every branch of the particular •

industries to which each is related.

They alone can begin the process of

relating people to each other in terms

of their vocations and thus lay the

foundation of that new society based

on the functional contribution of each

to the whole, of which more than

thirty years ago Charles Benoist saw
the possibilities in La Crise de VEtat

Moderne.

Far off as it may be to the realiza-

tion of any such dream, it is in its be-

ginnings at least in the new impulses

noticeable in our professional societies

as a result of the War, and will be
advanced by such cooperation between
the professions as will perfect their

standards, justify their ideals with the

public interests, and lay the founda-

tions of a broader more democratic

inclusiveness, based on the prime im-

portance of the functional relationship

between individuals, groups, states and
nations.

The Social Significance of Professional Ethics

By R. M. Mac Iver

Professor of Political Economy, University of Toronto

THE spirit and method of the craft

banished from industry finds a

more permanent home in the profes-

sions. Here still prevail the long ap-

prenticeship, the distinctive training,

the small-scale unit of employment
and the intrinsic—as distinct from the

economic—interest alike in the process

and the product of the work. The
sweep of economic evolution seems at

first sight to have passed the profes-

sions by. The doctor, the lawyer, the

architect, the minister of religion, re-

main individual practitioners, or at

most enter into partnerships of two or

three members. Specialization takes

place, but in a different way, for the

specialist in the professions does not

yield his autonomy. He offers his

specialism directly to the public, and
only indirectly to his profession. But
this very autonomy is the condition

under which the social process brings

about another and no less significant

integration. The limited "corpora-

tions" of the business world being

thus ruled out, the whole profession

assumes something of the aspect of a

corporation. It supplements the ad-

vantage or the necessity of the small-

scale, often the one-man, unit by con-

certed action to remove its "natural"

disadvantage, that free play of uncon-

trolled individualism which undermines
all essential standards. It achieves an
integration not of form but of spirit.

Of this spirit nothing is more significant

than the ethical code which it creates.
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Distinction Between Business and
Professional Standards

There is in this respect a marked
contrast between the world of business

and that of the professions. It cannot
be said that business has yet attained a

specific code of ethics, resting on con-

siderations broader than the sense of

self-interest and supplementing the

minimal requirements of the law.

Such a code may be in the making, but
it has not yet established itself, and
there are formidable diflSculties to be
overcome. When we speak of business

ethics, we generally mean the principles

of fair play and honorable dealing

which men should observe in business.

Sharp dealing, "unfair" competition,

the exaction of the pound of flesh, may
be reprobated and by the decent

majority condemned, but behind such

an attitude there is no definite code
which business men reinforce by their

collective sense of its necessity and by
their deliberate adoption of it as ex-

presslybinding upon themselves. There
is no general brotherhood of business

men from which the offender against

these sentiments, who does not at the

same time overtly offend against the

law of the land, is extruded as un-

worthy of an honorable calling. There
is no effective criticism which sets up a

broader standard of judgment than
mere success.

If we inquire why this distinction

should hold between business and
professional standards the social signif-

icance of the latter is set in a clearer

light. It is not that business lacks,

unlike medicine or law for example,

those special conditions which call for a

code of its own. Take, on the one
hand, the matter of competitive meth-
ods. It is a vital concern of business,

leading to numerous agreements of all

sorts-, but these are mere ad hoc agree-

ments of a particular nature, not as yet

deductions from a fully established

principle which business, as a self-

conscious whole, deliberately and uni-

versally accepts. Take, on the other

hand, such a problem as that of the

duty of the employer to his work-

people. Is not this a subject most
apt for the introduction of a special

code defining the sense of responsibility

involved in that relationship? But
where is such a code to be found?

The Ideal of Service

Something more is evidently needed

than a common technique and a com-
mon occupation in order that an ethical

code shall result. We might apply

here the significant and much mis-

understood comparison which Rous-

seau drew between the "will of all"

and the "general will." In business

we have as yet only the "will of all,"

the activity of business men, each

in pursuit of his own success, not

overridden, though doubtless tempered

by the "general will," the activity

which seeks first the common interest.

The latter can be realized only when
the ideal of service controls the ideal of

profits. We do not mean that busi-1

ness men are in fact selfish while

professional men are altruistic. We
mean simply that the ideal of the unity

of service which business renders is not

yet explicitly recognized and pro-

claimed by itself. It is otherwise with

the professions. They assume an obli-

gation and an oath of service. "A
profession," says the ethical code of the

American Medical Association, "has

for its prime object the service it can

render to humanity; reward or financial

gain should be a subordinate considera-

tion," and again it proclaims that the

principles laid down for the guidance

of the profession "are primarily for the

good of the public." Similar state-

ments are contained in the codes of the

other distinctively organized profes-



The Social Significance of Professional Ethics

sions. "The profession," says the

proposed code of the Canadian legal

profession, "is a branch of the admin-

istration of justice and not a mere
money-getting occupation

.

" Such pro-

fessions as teaching, the ministry, the

civil service and social work by their

very nature imply like conceptions of

responsibility. They imply that while

the profession is of necessity a means
of livelihood or of financial reward,

the devoted service which it inspires is

motivated by other considerations.

In business there is one particular

difficulty retarding any like develop-

ment of unity and responsibility. It

may safely be said that so long as with-

in the industrial world the cleavage of

interest between capital and labor, em-
ployer and employe, retains its present

character, business cannot assume the

aspect of a profession. This internal

strife reveals a fundamental conflict

of acquisitive interests within the busi-

ness world and not only stresses that

interest in both parties to the struggle

but makes it impossible for the intrinsic

professional
'

' interest to prevail . The
professions are in general saved from
that confusion. Within the profession

there is not, as a rule, the situation

where one group habitually employs for

gain another group whose function,

economic interest and social position

are entirely distinct from its own. The
professions have thus been better able

to adjust the particular interests of

their members to their common interest

and so to attain a clearer sense of their

relationship to the whole community.
Once that position is attained the

problem of occupational conduct takes

a new form. It was stated clearly

long enough ago by Plato in the Re-
public. Each " art," he pointed out, has
a special good or service. "Medicine,
for example, gives us health; naviga-
tion, safety at sea, and so on. . . .

Medicine is not the art—or profes-

sion—of receiving pay because a man
takes fees while he is engaged in heal-

ing. . . . The pay is not derived

by the several 'artists' from their

respective 'arts.' But the truth is,

that while the 'art' of medicine gives

health, and the 'art' of the builder

builds a house, another 'art' attends

them which is the 'art' of pay." The
ethical problem of the profession, then,

is to reconcile the two "arts," or, more
generally, to fulfil as completely as

possible the primary service for which
it stands while securing the legitimate

economic interest of its members. It

is the attempt to effect this reconcilia-

tion, to find the due place of the intrin-

sic and of the extrinsic interest, which
gives a profound social significance to

professional codes of ethics.

The Group Code Distinctive, not
THE Standard

The demarcation and integration of

the profession is a necessary prelimi-

nary to the establishment of the code.

Each profession becomes a functional

group in a society whose tendency is to

organize itself less and less in terms of

territory or race or hereditary status,

and more and more in terms of func-

tion. Each profession thus acquires

its distinctive code. It is important to

observe that what is distinctive is the

code rather than the standard. The
different codes of racial or national

groups reveal variant ethical standards,

but the different codes of professional

groups represent rather the deliberate

application of a generally accepted

social standard to particular spheres

of conduct. Medical ethics do not

necessarily differ in quality or level

from engineering ethics, nor the ethics

of law or of statesmanship from those

of architecture. The false old notion

that there was, for that most ancient,

and still most imperfectly defined,

profession of statesmanship, a peculiar
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code which liberated it from the or-

dinary ethical standards, has died very

hard. In truth there could be no
conflict of ethics and politics, for

politics could justify itself only by
applying to its own peculiar situations

and needs the principles which belong

equally to every sphere of life.

Ethics cannot be summed up into

a series of inviolate rules or command-
ments which can be applied every-

where and always without regard of cir-

cumstances, thought of consequences,

or comprehension of the ends to be

attained. What is universal is the

good in view, and ethical rules are but

the generally approved ways of pre-

serving it. The rules may clash with

one another, and then the only way
out is to look for guidance to the ideal.

The physician may have to deceive his

patient in order to save his life. The
lawyer, the priest and the physician

may have to observe secrecy and keep

confidences under conditions where it

might be theJayman's duty to divulge

the same, for the conception of the

social welfare which should induce the

one to speak out may equally in the

peculiar professional relationship com-
pel the other to silence. Every pro-

fession has its own problems of conduct,

in the interpretation within its own
province of the common principles of

ethical conduct. The medical man to

whom is entrusted, under conditions

which usually admit of no appeal save

to his own conscience, the safeguarding

of the health of his patient, with due
consideration for the health of the

whole community, has to depend upon
a special code applicable to that situa-

tion. So with the legal profession

which, for example, has to provide

professional service for all litigants,

irrespective of the popularity or un-

popularity of the cause. So with the

architect, who has to determine his

responsibility alike to the client, to the

contractor, to the workmen, to the

"quantity surveyor," and to the

community. So with the university

professor, who has to uphold the

necessity of academic freedom against

the pressure of prejudice and the

domination of controlling interests

which care less for truth than for their

own success. So with the journalist,

in his peculiarly difficult situation as

the servant of a propagandist press.

So with the engineer, the surveyor, the

accountant, or the technician generally,

who has to maintain standards of

service and of efficiency against the

bias of profit-making. So with the

manager, the secretary, or the officer of

a corporation—^for here business as-

sumes most nearly the aspect of a

profession—^who has to reconcile the

trust imposed on him by his employers

with the duty he owes to himself and to

those whose service he in turn controls.

Out of such situations develop the

written and the unwritten codes of

professional ethics.

We need not assume that these

codes originate from altruistic motives,

nor yet condemn them because they

protect the interest of the profession

itself as well as the various interests

which it serves. To do so would be to

misunderstand the nature of any code.

An ethical code is something more than

the prescription of the duty of an in-

dividual towards others; in that very

act it prescribes their duty towards

him and makes his welfare too its aim,

refuting the false disassociation of the

individual and the social. But the

general ethical code prescribes simply

the duties of the members of a com-

munity towards one another. What
gives the professional code its peculiar

significance is that it prescribes also

the duties of the members of a whole

group towards those outside the group.

It is just here that in the past ethical

theory and practice alike have shown
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the greatest weakness. The group code

has narrowed the sense of responsi-

bility by refusing to admit the appHca-

tion of its principles beyond the group.

Thereby it has weakened its own logic

and its sanction, most notably in the

case of national groups, which have

refused to apply or even to relate

their internal codes to the international

world. On the other hand the attempt

of professional groups to coordinate

their responsibilities, relating at once

the individual to the group and the

group itself to the wider community,
marks thus an important advance.

The problem of professional ethics,

viewed as the task of coordinating

responsibilities, of finding, as it were,

a common centre for the various circles

of interest, wider and narrower, is full

of difficulty and far from being com-
pletely solved. The magnitude and the

social significance of this task appear

if we analyze on the one hand the

character of the professional interest,

and on the other the relation of that

interest to the general welfare.

The Character of the Pro-
fessional Interest

The professional interest combines a

number of elements. It includes what
we may term the extrinsic interestj,

that devoted to the economic and so-

cial status, the reputation, authority,

success and emoluments attaching to

the profession as a body. It includes

also the technical interest directed to

the art and craft of the profession, to

the maintenance and improvement of

I
{ its standards of efficiency, to the quest

for new and better methods and proc-

esses and to the definition and pro-

motion of the training considered

requisite for the practice of the pro-

fession. It may also include a third

interest which can be classed as cul-

tural. To illustrate, in the profession

of teaching the technical interest in the

system of imparting knowledge is one
thing, and the cultural interest in the

knowledge imparted quite another.

Even more obvious is the case of the

minister of religion, whose technique of

ministration is as a rule very simple

and whose main interest lies in the

significance of the doctrine. The dis-

tinction is clear also in the spheres of

the sciences and of the fine arts where
the interest in truth or beauty may be
discerned from the interest in the

modes of investigation or of expression.

In other professions it may be harder to

identify the cultural as distinct from
the technical interest, but if we in-

terpret the term culture widely enough
to include, for example, such objects as

health and the beauty of workman-
ship, it may be maintained that the

cultural interest belongs to every pro-

fession and is in fact one of the criteria

by which to determine whether or not a

given occupation is to be classed as a

profession.

Now these three strands of interest

are usually interwoven in the general

professional interest, but sometimes

they are separated and subject to the

pull of opposite forces. Thus while

the technical and economic interest

usually go together and while, for ex-

ample, the maintenance of standards

usually works towards the economic

advantage of the profession, these may
be unfortunately disjoined. Better

technique may at points be antago-

nistic to professional gain. The law-

yer may, to take one instance, lose a

source of profits by the introduction

of a simpler and more efficient sys-

tem of conveyancing. The architect,

working on a percentage basis, may
find his pecuniary advantage at vari-

ance with his professional duty to

secure the best service for the least

cost. Likewise, opposition may arise

between the economic and the cultural

interest. The teacher and the preacher
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may suffer loss from a wholehearted

devotion to the spirit of truth as they

conceive it. The artist, the play-

wright, the author, may have to choose

between the ideals of their art and the

more lucrative devices of popularity.

Finally, the technical and the cultural

interest may work apart. Routine

methods and processes may dominate

the professional mind to the obscura-

tion of the ends which they should

serve. A notable statement of this

opposition is given in the valuable

investigation into professional organi-

zation in England which was published

in two supplements of the New States-

man (April 21 and 28, 1917). The
investigation points to "the undis-

guised contempt in which both solici-

tors and barristers, notably those who
have attained success in their profession

and control its organization, hold, and
have always held, not only all scholar-

ship or academic learning of a profes-

sional kind, but also any theoretic or

philosophical or scientific treatment of

law."

Here, therefore, in the structure of

the general professional interest we
find a rich mine of ethical problems,

still for the most part unworked but

into which the growing ethical codes of

the professions are commencing to

delve. A still greater wealth of the

material for ethical reflection is re-

vealed when we turn next to analyze

the relation of the professional interest

as a whole to that of the community.

Relation of Professional Interest
TO General Welfare

Every organized profession avows
itself to be an association existing

primarily to fulfil a definite service

within the community. Some codes

distinguish elaborately between the

various types of obligation incumbent
on the members of the profession. The
lawyer, for example, is declared to have

specific duties to his client, to the

public, to the court or to the law, to his

professional brethren and to himself.

It would occupy too much space to

consider the interactions, harmonies,

and potential conflicts of such various

duties. Perhaps the least satisfactory

reconciliation is that relating the in-

terest of the client to the interest of the

public, not merely in the consideration

of the particular cases as they arise but

still more in the adaptation of the serv-

ice to the needs of the public as a

whole as distinct from those of the

individual clients. Thus the medical

profession has incurred to many minds
a serious liability, in spite of the devo-

tion of its service to actual patients, by
its failure for so long to apply the pre-

ventive side of medicine, in particular

to suggest ways and means for the

prevention of the needless loss of life

and health and happiness caused by
the general medical ignorance and help-

lessness of the poor.

In addition it must suffice to show
that the conception of communal serv-

ice is liable to be obscured alike by
the general and by the specific bias of

the profession. It is to the general

bias that we should attribute such

attempts to maintain a vested interest

as may be found in the undue restric-

tion of entrants to the profession

—

undue when determined by such pro-

fessionally irrelevant considerations as

high fees and expensive licenses; in the

resistance to specialization, whether of

tasks or of men, the former correspond-

ing to the resistance to "dilution" in

the trade union field; in the insistence

on a too narrow orthodoxy, which

would debar from professional practice

men trained in a different school; in

the unnecessary multiplication of tasks,

of which a flagrant example is the

English severance of barrister and
solicitor. Another aspect of the gen-

eral bias is found in the shuffling of
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responsibility under the cloak of the

code. This is most marked in the

public services, particularly the civil

service and the army and navy—and
incidentally it may be noted that the

problem of professional ethics is aggra-

vated when the profession as a whole

is in the employ of the state. "An
official," says M. Faguet in one of his

ruthless criticisms of officialdom {The

Dread of Responsibility), "is a man
whose first and almost only duty is to

have no will of his own."

The Danger of a Specific Group
Bias

This last case brings us near to what
we have called the specific bias of the

profession. Each profession has a

limited field, a special environment, a

group psychology. Each profession

tends to leave its distinctive stamp
upon a man, so that it is easier in

general to distinguish, say the doctor

and the priest, the teacher and the

judge, the writer and the man of science

than it is to discern, outside their work,

the electrician from the railwayman or

the plumber from the machinist. The
group environment creates a group

bias. The man of law develops his

respect for property at the risk of

his respect for personal rights. The
teacher is apt to make his teaching

an over-narrow discipline. The priest

is apt to underestimate the costs of the

maintenance of sanctity. The diplo-

mat may overvalue good form and
neglect the penalty of exclusiveness.

The civil servant may make a fetish of

the principle of seniority, and the sol-

dier may interpret morality as mere
esprit de corps.

All this, however, is merely to say

that group ethics will not by them-
selves suffice for the guidance of the

group, unless they are always related

to the ethical standards of the whole
community. This fact has a bearing

on the question of the limits of pro-

fessional self-government, though we
cannot discuss that here. Profes-

sional group ethics are, as a matter of

fact, never isolated, and thus they are

saved from the narrowness and egotism

characteristic of racial group ethics.

Their dangers are far more easily

controlled, and their services to society,

the motive underlying all codes,

vastly outweigh what risks they bring.

They provide a support for ethical

conduct less diffused than that inspired

by nationality, less exclusive than that

derived from the sense of class, and
less instinctive than that begotten of

the family. They witness as they grow
to the differentiation of community.
Their growth is part of the movement
by which the fulfilment of function is

substituted as a social force for the

tradition of birth or race, by which the

activity of service supersedes the pas-

sivity of station. For all their present

imperfections these codes breathe the

inspiration of service instead of the

inspiration of mere myth or memory.
As traditional and authoritative ethics

weaken in the social process, the ethics

formulated in the light of function

bring to the general standard of the

community a continuous and creative

reinforcement.

I
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The Interrelations of the Professions

By Charles Harris Whitaker
Editor, the Journal of the American Institute of Architects

TO begin any discussion of the

profesmonal relation tliere nnist

first l>e an agreement as to tlie meaning
of professional. What is a profession?

Who knows? That it is no longer what
it was, we feel quite sure. Whatever
group of vocations we admitted to the

professional classification—if we should

elect to proceed in that manner—our

verdict would be that one and all of

them had been tainted by that un-

pleasant infection commonly called

"commercialism." But this verdict

instantly discovers to us two things.

First, that commercialism stands gener-

ally as the antithesis of professionalism;

and, second—if we have the courage to

look things squarely in the face—that

the epithet of commercialism, so con-

temptuously hurled, is no more than a

quiet parry by which we prefer to con-

demn in another those things which we
recognize, resent, and yet are unwilling

to admit in ourselves. The pyschol-

ogists understand this mental process

very well. Governments and despots

know how to capitalize it for ends of

their own, and an ancient symbol
likens the phenomenon to an obsciuing

beam in the organs of physical vision.

" Commerclvlism "

Now commercialism has to do with

facts pecuniary. It moves and has its

being wholly in the realm of measure-

ments expressed in terms of money or

a credit equivalent. When commercial-

ism wishes to use that store of knowl-

edge or skill which has been built up
by research and which is commonly
held in the keeping of the professions,

it has to make terms of a pecuniary

nature. These terms are either a pay-

ment in cash, or in the form of favors

bestowed or obstacles removed. No
man can today practise a profession

without making terms with business

or commerce, or without subjecting

himself to the risk of financial ruin,

should his conscience lead him to pro-

claim a faith or a believed truth not

relished by the group which believe,

and no doubt with deep sincerityamong
some, that the laws of business are

immutable and that the world must be
governed by them; and that, as a con-

sequence, all knowledge and skill,

inherited or acquired, must function

under the control and only in such

measure and direction as will fulfill

the law of loan and interest, or of in-

vestment and dividend.

From this present aspect of affairs

—

and not by any means does the writer

assert that there are no exceptions—
even such an institution as the estab-

lished church is not exempt, as we may
agree, at least in so far as its ministers

have themselves arraigned it. Doctors

beseeching a legislature to make the

splitting of fees a misdenjeanor, offer

an example of commercial infection

well recognized. The history of the

Inter-Church Movement is a striking

example of most of the rather loosely

generalized preceding statements. But
they are meant to be such, for there is

here no thought of attempting to sup-

port them with recorded evidence of an

unassailable kind. The answer can be

found or the challenge can be accepted

and dealt with by any reader who can

fairly apply a simple test to himself.

The Inter-Professional Confer-
ence

Something more than two years ago,

a group of men and women met in one
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of our large cities as a result of preced-

ing activities by one of the recognized

professions. The meeting had no ob-

ject in view except to draw together

a number of people who were thought

to have certain sympathies and a more
or less well-related attitude of mind
on the subjects of professions and pro-

fessionalism. There were architects,

chemists, dentists, doctors, engineers,

journalists, lawyers, nurses, preachers,

teachers, both men and women, and,

when the meeting was called to order,

it is not an exaggeration to say that no
one present had any idea of what the

meeting would accomplish, or what
form the discussion would take. It

was to be, as its name implied, an Inter-

Professional Conference, for discussion

and counsel, for an exchange of opinion

and thought, and for a-possible revalua-

tion of the professional idea or a restate-

ment of the professional obligation.

That the War had stimulated all of

those present to keener searching and
questioning is not to be denied,

although the idea that the professional

responsibilities have a common denomi-
nator is not by any means a new one.

The discussion opened by an infor-

mal statement fromthepresiding officer,
whichwas followed bynumerous expres-

sions of opinion, and gradually it be-

came evident that a profoundly similar

thought was moving the majority of

the minds present, a thought which
bore a striking resemblance to a certain

quest for freedom—^that everlasting

quest of small groups in all ages. It

needed, apparently, no more than a

sympathetic contact of mind with
mind for crystallization to occur, and
thus the committee, into the hands of

which was given the task of translating

the crystallized idea into language,

found its task no more than the seeking

of those words which would precisely,

yet not too rigidly, define an expressed

conviction.

The report of the committee was as

follows

:

The object of the Inter-Professional Con-
ference is to discover how to liberate the

professions from the domination of selfish

interest, both within and without the

professions, to devise ways and means of

better utilizing the professional heritage

of knowledge and skill for the benefit of

society and to create relations between the

professions looking toward that end.

So far as the writer remembers, the

only discussion of any importance cen-

tered around the word "interest."

Should it be used in the singular or the

plural? Was it intended to indict self-

ish interest as an individual problem
or as a group or collective evil? The
answer is, of course, that the word
remained in its singular form, which is

the best evidence to be offered in sup-

port of the belief that the conferees

saw themselves not as beings set apart,

but as component parts of a machine
from which none can be set free until

all are set free.

The Domination of Selfish

Interest

In other words, with perhaps one

or two exceptions, the vocationalists

gathered together at Detroit gave ut-

terance to their earnest convictions,

and admitted each to the other, that

they could not truly practise their call-

ings because of the domination, to a

greater or lesser degree, of a thing

which they called "selfish interest."

And having so declared themselves,

they did not fly to remedies and pana-

ceas. Without words and without

any ado, they felt instinctively that any

struggle toward liberation would, by
its very nature, be a challenge to the

conventional order and to the whole

established habit of thought. Very

wisely, and very humbly, they resolved

to seek to discover how to do what they

felt must be done. Should they organ-
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ize for the search? In the face of a

tacit admission that all institutions

and organizations had so far been im-

potent to check the swelling tide of

selfish interest, it seemed strangely

inconsistent to call yet another organ-

ization into existence.

One speaker made an impassioned

plea against any save the merest com-
mingling of men andwomen with a com-
mon purpose. "Let it be a personal

crusade," said he. "Let us go away
and come together in a year. Then we
may report our adventures and tell our

experiences, and in so doing, perhaps,

we may find ourselves a step further

on the way. Let us beware of organ-

izations in a world where all organiza-

tions are no more than autocracies more
or less thinly veiled, in a world where
every idea that suffers institutionaliza-

tion perishes in a miserable allegiance

to the institution rather than to the

idea; where almost every continuing

group of beings becomes no more than

a center of activity for selfish interest.

Our problem is a personal one, and can

never be solved by any organization.

"

Now the Inter-Professional Confer-

ence has passed into history. Its organ-

ization survived barely a few months,

probably for the reason that the prob-

lem is not only personal, but spiritual,

and the spirit of man has not yet suc-

cessfully been organized. Yet the

question raised is one of almost terrible

moment. How can society become
the beneficiary and not the mere gath-

erer of crumbs from the tables of pro-

fessionalism? No better summary of

the situation can be made than in the

words of the speaker who said

:

Our knowledge and our skill are inherit-

ances. They have been bought and paid

for by the laborious struggles of men and
women down through the ages, through

sweat and agony, through suffering, poverty

and deprivation. They are ours by inherit-

ance only, and we are the trustees of that

knowledge and skill. They belong to

society. It is not a question of whether we
should give back part of them as a charity.

Our first obligation is to the society from
which all derive them. Men have never
sought to carry the treasures of knowledge
to the grave. They have ever sought to

give them to the world, and we, through our
application and study, seek to acquire what
they have given to mankind. But it was
to all men that the knowledge was given.

No chosen few that use it have the right

to sell it for private gain to others who
use it for private gain, unless in so doing
they confer a true benefit upon society as

a whole.

The Responsibility of Profession-
alism

That is the challenge being thrown
down by our industrial machine, by
our unworkable cities with their cen-

tralized populations, by our acres of

slums, by our declining agriculture,

and by the red gauntlet that is still

dripping with the blood of our brothers.

We have suflBcient knowledge and skill

to change our environment at will, to

restore the balance of industry and
agriculture, to abolish the frightful

waste of resources, including life, which
now marks our helter-skelter method
of production and distribution as we
pursue them under the lash of selfish

interest. Yet we are incapable of so

applying that knowledge except in the

scantiest degree. The engineer and
the architect, for example, in serving

the individual selfish interest of their

clients, can give only such regard to the

interest of the community as the pe-

cuniary factors involving their client

will p)ermit. There is no one to repre-

sent and defend the public interest

except to a meager degree under police

regulation, a safeguard quite as hon-
ored in the breach as in the observ-

ance. That function of government,
the protection of the social welfare,

if it has at any time existed since the



The Interrelations of the Professions 15

supersession of Canonical Law by
Roman Law, long ago disappeared.

The forces of selfish interest are every-

where too strong, and yet—the keepers

of knowledge and skill hold the key to

the main gate. That is their inescap-

able responsibility. It is their com-
mon problem, and yet their personal

problem. Whether we contemplate

the desolate moral waste inflicted

upon society under the guise of law and
its practice, or the mass of sham and
tawdry productions devised with the

help of chemists and engineers, or the

monstrous urban agglomerations that

the scramble for land values has pro-

duced with the help of architects and

the building vocationalists, we surely

cannot but agree that, as trustees of

their inheritance, as guardians of the

common social possession, the profes-

sions have failed lamentably.

But if history means anything, it

means that no civilization has a chance

to survive except as the forces of knowl-

edge and skill can remain socially

victorious over selfish interest; except

as all vocations rest upon the basis of

that freedom which not only enables,

but inspires men to put the honor of

their calling above the reach of client,

corporation, or government—which
means, does it not, above the reach of

their own weaknesses.



The Ethics of the Legal Profession

By Henry W. Jessup, J. D.

Counsellor-at-Law, New York City, Chairman, Committee of Professional Ethics of the New York

State Bar Association; formerly Chairman of Committee on Grievances and Ethics,

American Bar Association *

MANY words in common use are

hard to define. Even lexi-

cographers fail in their task. Witness

the early dictionary which defined,

"CAT: a small domestic animal."

The word profession has, for many
Anglo-Saxon generations, called up to

mind medicine, theology, law. These

have been called "the learned pro-

fessions." Each of them, in respect

of its members, imports training, the

possession of certain qualifications

(variously prescribed) and an ordina-

tion vow, a Hippocratic oath or an

oath of oflSce.

The state, of which a lawyer ex

viriuie jurandi becomes an officer, at

least of its judicial branch, professes

to the public that he possesses certain

qualifications of learning which are

capable of being ascertained by official

bar examiners; and, in favored locali-

ties, he is also solemnly certified (as

are also bartenders and chiropodists)

as possessed of good character. The
attorney himself professes to such of

the community as may employ him (or

call upon him for gratuitous service),

that he has capacity to assert and de-

fend their legal rights in the courts of

justice, or to counsel them correctly

as to their rights and liabilities in their

business relations.

Law is a double profession. It has

an objective and a subjective phase.

In its subjective aspect it possesses a

life of the spirit, a high and lofty ethic;

* Mr. Jessup was also formerly Professor of

Law in New York University, and has been,

since its organization, a member of the Commit-
tee on Legal Ethics of the New York County
Lawyers' Association. The Editor.

higher than the gentleman's "no-

blesse oblige." It is equivalent to the

ordination vow of a priest in the temple

of Justice. It involves subjection to

self-denying ordinances and domina-

tion by a spirit of unselfish service.

How far below such a plane are

those who would make it, as well as

call it, a business, a means of money-
making or of political preferment alone?

In another connection the writer

has outlined the threefold obligations

of the lawyer^ in dealing with the

question of the status of this profession

in our social economy, and shown that

he has a triunity of duty: to his client,

to the court and to the community.

Theory of the Universal Right to
Practise Law

It is assumed even in the most
recent analysis of the subject ^ that in

a democracy everyone has a right to

enter any profession, and that it is

undemocratic to erect such barriers at

1 See Address in Hubbard Course on Legal

Ethics. Albany Law School, 1905.

* See Bulletin Number Fifteen, Carnegie Foun-
dation for the Advancement of Teaching, en-

titled. Training for the Public Profession of the

Law, 1921, by Alfred Z. Reed, pp. 469. This

bulletin is prepared by a layman. It shows
painstaking labor. Its facts are ably marshaled.

But it illustrates the inadequacies of the grasp

of a professional problem by a non-professional

mind. It has been well said by Mr. Ringrose:
" The errors of men who are not familiar with the

practical working of legal institutions will be

errors of detail." The corollary is that "pro-

fessional opinions often neglect first principles"

since "the practice of an art is apt to obliterate

from the mind the science on which its philosophy

is founded." The Inns of Court (1910), Hyacinth
Ringrose.
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the gate as may prevent or deter the

average man from entering activities

which are so closely related to the

political interests and life of our respec-

tive communities. To avoid this im-

plication the author, Mr. A. Z. Reed,

concludes that a unitary, that is, an

undifferentiated, bar "not only cannot

be made to work satisfactorily but

cannot even be made to exist." He
also concludes that adequate profes-

sional tests cannot be provided, to

which all training schools shall con-

form, and agrees that there must be

"types" of lawyers produced by
"types" of legal education. We sup-

pose that students would again become
as in the Roman days " siudioni juris

vel jurisprudentiae (N .B . vel= or) . They
would either become mere practi-

tioners, or rise to the foot hills of

advocates or to the mountain tops of

jurisconsultus or jurisperitus.

I do not believe it. There will always

be grades of lawyers, but the English

differentiation between barristers and
solicitors is not one to be made here by
statute, but by natural selection—and
the profession, once awakened, will

see to it that the right to enter it shall

be so standardized as effectually to

exclude from its privileges the "com-
pletely incompetent individuals" who,

under our present haphazard and
uncoordinated systems of bar exami-

nations, can enter its priesthood in a

state maintaining low standards and
migrate, later, under our ridiculous

rules of democratic comity, into the

bar of a state having high standards.

At any rate, we have this theory of

the universal right to practise law.

It has even entered into the decisions

of the highest tribunal of our country.

The Supreme Court of the United

States has observed, "It is undoubtedly

the right of every citizen of the United

States to follow any lawful calling,

business or profession he may choose."

But the Court most wisely continues,

"subject only to such restrictions as

are imposed upon all persons of like age,

sex and condition." ^ Fortunately, in

many of our states certain intellec-

tual standards and, in some, qualifica-

tions of character are erected and
exacted to which the applicant for

admission to this particular profession

must conform. It is, after all, the

personal equation that counts and it is

the exceptional man who enters a

learned profession. Theoretically, he

should have a vocation to the law as he

is expected to have to the ministry.

As St. Paul said, "Woe is me if I

preach not the Gospel," and the ideal

lawyer should be under the similar

constraint of an all-else-excluding vo-

cation. Otherwise he will soon find

his level. Mr. Wigmore had this in

mind when he styled the profession a

"priesthood of Justice." *

The exhaustive research into the

history of the profession, into the na-

ture and extent of its organization and
the association of its members into

bodies, more or less self-governing and
intended to impact upon the commu-
nity by collective action, embodied in

Bulletin Number Fifteen above re-

ferred to, makes one regret that the

superficial character of its conclusions,

though based upon more or less ade-

quate premises, warrants the stricture

upon it in Dean Stone's elaborate

analysis of that Bulletin. This is,

broadly, to the effect that it seems to

recognize that, while a first-class law
school is requisite for the production

of a first-class lawyer, a second-class

law school has a raison d'etre in order

to meet the democratic need for second-

class latoyers. This reminds us of the

farmer who cut in his barn door a large

hole for the large cat and a small hole

» 129 U. S. 114.

* Introduction to Ethics of the Legal Professum

by Orrin H. Carter, 1915.
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for the kitten. If the only object is to

give access to the barn, it would be

more economical and make a better-

looking door, if no cutting of holes was

done at all, and the door was left ojjen

for cat and kitten alike. Either may, if

occasion arise, be chased out by the

owner of the barn.

'

The Nature of the Profession

The word "profession" has l)een

defined substantially, again by the

Supreme Court of the United States

(and I venture to paraphrase its lan-

guage), as a vocation involving rela-

tions to the affairs of others of such

nature as to require for its proper

conduct an equipment of learning or

skill, or both, and to warrant the

community in-making restrictions in

respect to its exercise.* And when
such restrictions are embodied in

statutes of the state, or in rules of

court, and the appropriate authority

certifies A to be a member of the bar of

that particular state, it holds him out, as

already hinted above, to the community
as j)ossessing the qualifications contem-

plated by the statute or by the rules.''

On the other hand, any lawyer possess-

ing a certificate to practise in the su-

preme court of his state, in a particular

federal court, or in the Supreme Court

of the United States, holds himself out

as possessing qualifications of eflicient

service to those members of the com-
munity whom he is there to serve.

The fundamental, underlying ele-

ment, therefore, of professional life is

this idea of an eflBcient, skilled service.

The assumption in Bulletin Number
Fifteen that imder our democratic

institutions the right to enter any

' But »ee Mr. Reed's rejoinder, just published,

American Bar Association Journal, February,

1922, p. 114.

• Paraphrased from United States v. Laws, 163

U. S.-258.

' In re Bergeron 220, Mass. 472.

profession is an inalienable right, must
be taken with a grain of the salt of

commonsense. Our records are full of

descriptions of the respect or lack of

respect in which lawyers have been

held in the beginnings of all democratic

commimities. The experience has been

that the trial has been made over and
over again of getting along without

lawyers. They have even been pro-

hibited by law. Our colonies were at

the outset peculiarly the victims of

this misconception and false theory.

But it soon became obvious that not

only must lawyers be recognized as

important factors in the community,

but that bad lawyers must be repressed

and suppressed and, therefore, that

standards must be erected to which all

lawyers must conform.

At first an oath was deemed all-

suflScient. It is a sad commentary
upon the profession itself that it took a

century before the American bar as a

whole came to the consciousness of the

fact that it must in addition to such

oath, erect standards or canons of

ethics; that it must publish those

standards to the community at large,

so that men could know, not only what
they could expect of lawyers, but what
lawyers were expecting of one another

and what the courts could require of

them. And it has taken nearly a

generation since this formulation of .

canons was first mooted for the courts

themselves to depart from the narrow
precedents of former decisions, which
tended to restrict their power over

lawyers to penal lines (that is to say,

lawyers were to be disbarred only if

they had broken the statute of the

state forbidding the doing of some
particular thing). But now, judicial

decisions, east and west, are beginning

to embody recognition by the judges of

the fact that when a member of the bar

indulges in indecent solicitation of

business, or imdi^ified advertisement
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of his wares, or in other breaches of our

canons, the courts will assume that

such a lawyer may be censured, sus-

pended or disbarred for violation of

the canons in force in the profession.

We have, thank God, reached the

stage when a lawyer must respect

"the essential dignity of the profession"

as well as the Mosaic Decalogue and
the penal law of his state.

Nevertheless, the idea persists, and
it is endorsed by men of high repute

and standing (and this is very hard to

understand), that because of our demo-
cratic institutions, and because of this

"inalienable right" to practise law (if

one can secure the necessary state

certificate), and because the law is a

social-service profession, then, since

efficiency is the keynote of today, the

law and its practice must be conducted

on the basis of efficiency; that it is,

after all, a business, and a money-
making business, and that it would be

idle for the lawyer to compete with

other lawyers without the same pru-

dent and diligent use of business

methods, of "hustling," of advertising,

price fixing, etc., which the ordinarily

reasonable and active business man
uses in the transaction of his business

affairs.

Mr. Julius Henry Cohen rendered a

great service to the profession by his

book, Is Law a Business or a Pro-

fession? (1916, Banks Law Publish-

ing Company), in which he has traced

the preparedness for ethical standards

and has discussed and tabulated data

as to admissions and disbarments up
to 1915 in the State of New York, (q.v.)

Compensation for Exercise of
Skill not to be Regulated

Passing one step farther, it is obvious

that members of a profession devoted
to service and, under our institutions,

entitled to compensation for such serv-

ice, ought not, if we consider the

liberty of the individual alone, to be
regulated in respect to compensation

for such service. It has been said by
them of old time: "Thou shalt not

muzzle the ox that treadeth out the

straw, " and, "The laborer is worthy of

his hire." Yet this matter is a matter

of common concern. Doctors have
their scale of charges for office- or

house-visits but surgeons, outside of

occasional agitation of the subject,

reserve the right to fix their own fees

for special operations requiring a

maximum of preparation, education,

practice and skill. And so in the law,

while as many lawyers render gratui-

tous service to poor clients as do
physicians to needy patients, neverthe-

less, in small communities where
everyone knows everyone else, it is not

infrequent to find the establishment of

a so-called "fee bill" or agreed regula-

tion of minimum charges, so that no
lawyer can undercut his competitors.

The theory of this, however, remains

that in proper cases and under special

circumstances the individual lawyer is

not to be limited to the minimum fixed

by such tariff table.

These two elements, the profession

of a given degree of skill and the right

to charge for the exercise of that skill,

underlie the obligation to the client

and give rise to cause of action against

the lawyer for malpractice; that is to

say, upon demonstration of the fact

that by reason of his not possessing

the proper skill he has failed to perform

his contract of efficient service to his

client, whereby his client has been

damaged, the lawyer may be held

responsible for damages, as may the

doctor for improper medical care or

surgical treatment.

• Organizations Among Lawyers

Before discussing the nature and
extent of the standards which the

collective bar may promulgate as the
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norms of conduct to which all its

members must conform under penalty

of exclusion from the privileges and
dignities of professional life, just a

word as to organizations of lawyers.

It is impossible here to set forth the

number and type of organizations and
their jurisdiction of the standards for

admission to memliership, financial

support, etc., throughout the forty-

eight states of the Union.* Great de-

tail in this respect is contained in

Bulletin Number Fifteen, prepared

with meticulous care over a period of

eight years.' For the purjx>se of this

survey it is sufficient to say that the

American Bar Association, with a

membership of 14,111 in August, 1921,

represents in one sense the aristocracy

of the American bar. It is, however,

an aristocracy to which any lawyer of

good standing may be admitted, re-

gardless of his estate, because the dues

are nominal, $6 a year. Its meetings

are held once a year; most of its work
is done by conferences of its sections

or by committees devoting an enormous
amount of ad interim time to the

examination of problems that are re-

ferred to them, and, in spite of all

the criticisms made upon this body
as not being really representative of all

the associations, it impacts upon
the community in many decisive

ways.

In three respects alone it has ju.stified

its existence:

First, in the activity of its Committee
on Uniform State Laws.^°

' See article by Mr. Harley, page 33.

' See Bulletin Number Fifteen, Carnegie

Foundation for the Advancement of Teaching,

entitled Training for the Public Professor of the

Lair, 1921. Pp. 57-111. S«r also the Sixteenth

Annual Report of the Carnegie Foundation.
'" See Report of that committee in Year Book

of the Association for the last ten years, tabulat-

ing the number of uniform laws that have been

adopted in the different states as a result of its

agitation.

Second, in the very fact that it has

promulgated canons of ethics which
have been ado])ted by the bar associa-

tions of nearly all of our states.^^ The
adoj)tion of these canons by state and
even by county bar associations, the

printing of such canons and the ex-

hibition of them in court houses and
other public places for the information

of the othermembers of thecommunity;
the recognition of such standards by
the courts in disbarment proceedings,

or in actions against lawyers for im-

proper or negligent conduct, have
spread the interest in ethical standards

over the entire country, and, in partic-

ular, have resulted in the adoption of

such canons by other organizations of

professional men.

The third respect in which this

Association has justified its existence

has been in its convening at the time of

its own meetings representatives of all

the bar associations willing to send

such delegates from the different states,

thus forming a nexus between, or

shall we say a clearing house for, the

local and the national associations.

Such combining of associations in the

discussion and, settlement of great

questions has led, notably, for in-

stance, to such gatherings as the Con-
ference of Bar Association Delegates

recently held in Washington, February
23-24, 1922, on the subject of "Legal

Education," attended by nearly four

hundred delegates, representing over

one hundred bar associations, and
presided over at its different ses-

sions by the Chief Justice of the

United States, and by Mr. Elihu Root
(whose titles of eminence as a law-

yer are numerically too many to be
tabulated), the conclusions of which
Conference have now become a matter

" See Report of American Bar Association,

Committee on Ethics, 1920, referring to question-

naire to judges of all the courts, state and federal,

issued by that committee.
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of public knowledge, interest and
record.'^

Modifications in Adoption of

Canons of Ethics

Nevertheless, here and there in the

different associations the canons of the

American Bar Association have seemed

to be "counsels of perfection." In

one respect or in another local associa-

tions have modified some particular

canon. Some of them are reluctant

to visit with the weight of displeasure,

even to the extent of mere censure, one

who "solicits business," or one who
"advertises" in certain modified fash-

ions. Others are hostile to the "con-

tingent fee," however regulated. Thus
the American bar as a whole lacks

uniformity: (a) in respect to its stand-

ards as aforesaid; (b) in respect to their

enforcement in disciplinary proceed-

ings. In this second respect a con-

tributing cause is the almost inex-

cusable mental attitude of many
judges charged with the duty of dis-

barring. Witness, for example, the

answer of a Kansas judge to the ques-

tionnaire issued by the Committee
on Ethics of the American Bar Associa-

tion to the different judges of the

country, when asked as to disbarment

proceedings in his court. He stated

that there had been one case where a

lawyer had embezzled the funds of his

client and that the court had suspended

proceedings "on condition that he

should leave the state!" And then he

added, "But I have since been informed

that he has removed to Wichita, and is

practising there."" Others, as above
indicated, insist upon proof of violation

of some penal statute before they will

disbar a man; still others consider that

1* Readers interested in this, can write to Mr.
Shippen Lewis, of the Philadelphia Bar, who
was secretary of this conference.

^^ See also Journal American Judicature Society,

June, 1920, on "Sanitation of the Bar in Pennsyl-

vania."

mere restitution at the pistol point of

disbarment proceedings to the com-
plaining client should rehabilitate the

man in the confidence of the profession,

the bench, the client and the com-

munity.

We must add to this situation the

attitude of the local associations, by
which I mean the county bar associa-

tions, which, in an experience extend-

ing over anumber of years in connection

with the Committee on Grievances and
the Committee on Legal Ethics of the

American Bar Association, and like

committees of the New York State

Bar Association, I have found pecul-

iarly unwilling to bring fellow members
to the bar of justice. They will resort

to great and laborious efforts at ne-

gotiation and settlement of the particu-

lar controversy that brings that man
before them for discipline, and I might

generalize by saying that in 90 per cent

of the cases a liberal coat of whitewash

is administered to the attorney com-

plained of upon his agreeing "not to do

it again." The confidence in the

profession due to popular knowledge

that it has canons of ethics is more than

destroyed by the discovery that the

canons are but brutum fulmen.

A notable exception to this situation

must be recorded in the case of certain

associations that have organized them-

selves for the purpose of keeping the

local bar clean, and have appropriated

liberal amounts to pay salaried

attorneys who devote themselves es-

pecially to the task of receiving, sifting

and, if necessary, presenting complaints

to the appropriate court and securing

the determination of that court. That
has been peculiarly true in the case of

the Association of the Bar of the City

of New York, of the New York County
Lawyers' Association, of the Kings

County Bar Association in Brooklyn

and of the Chicago Bar Association.

Every reader can supplement this list,
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or find exceptions to it from his knowl-

edge of his own community.

The Bar and the Election of
Judges

To what extent does the local bar

become active and exert a real and
effective influence in the nomination
and election of judges?

How perfectly true, in this connec-

tion, are the words of EmoryWashburn
in his famous lectures on "The Study
and Practice of the Law," delivered at

Harvard, that "the lawyer is not only

a member of a profession but a member
of Jthe community." Yet the answers

to the questionnaire (of the American
Bar Association) revealed the fact that

in most districts it is not considered

"the thing" for the bar, as a collective

body, "to butt into" politics, and it

seems to be assumed that the furthest

extent it is "dignified and proper" to

go is to have committees appointed to

examine into the qualifications of the

nominees of the respective political

parties, after they have been selected,

and to report on their fitness for the

bench. This is usually to act too late.

It certainly would seem that the in-

fluence should be exerted farther back;

that the bar is best fitted to judge as to

what one of its members, or more, is

qualified by education and tempera-

ment for the judicial oflBce and, if need
be, to force such nominations upon the

local political organizations.

The fact remains that the reports

made by committees on judicial nomi-
nations, even when given the publicity

that they are by the press, in such a
center, say, as.New York City, fail to

impact upon the consciousness of the

large majority of voters, who do not

read the papers in which these reports

are given publicity and who would not

pay much attention to them if they

did. Allo\v-ing for differences of polit-

ical conviction, opinion and affiliation.

is it conceivable that the influence of

two bar associations, having an aggre-

gate membership of six or seven

thousand out of the ten or twelve

thousand lawyers in a particular polit-

ical unit (if exerted directly upon
organizations, that is, upon the p>ersons

who, after all, in spite of direct primary
laws and various ballot reforms, con-

trol nominations in the various parties

capable of electing a candidate), would
be without its effect, and could fail to

insure high standards in the qualifica-

tions of those nominated and elected to

judicial office?

When one rereads that great argu-

ment of Rufus Choate, made before

the Massachusetts Constitutional Con-
vention, in which he argues for the

appointment of judges as distinct from
their election by popular vote, one has

to marvel indeed at the high standards

of dignity, impartiality and efficiency

nevertheless manifested by the elective

judiciary of our great municipal cen-

ters. In spite of petty grievances,

disappointed litigants and charges of

political sub-cellar influence, the cases

of complaints against judges before

bar associations or in impeachment pro-

ceedings are gratifyingly few, both in

states where the judiciary is appointed

and in those where it is a political

office to be grasped at.

Cleaning the Augean Stables

It is impossible to give a statistical

survey of the number of trials and
convictions for violation of ethical

standards covering the various states

of the Union. A tabulation of them
would cover many pages and, in the

character of the penalties imposed to

distinguish illegal from immoral or

unethical acts, would require a volume
in itself. Anyone interested in any
particular state has only to ask some
legal friend to communicate with the

grievance committee of that state's

I
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bar association to secure such data.

The fact is probably the same in all the

states, that conviction of a penal

offense operates to disbar a lawyer;

that, nevertheless, it is usually neces-

sary to inform the appropriate tribunal

of the fact of his conviction arid have
his name stricken from the roll. The
question has arisen from time to time

whether a pardon for the offense

automatically reinstates the. attorney.

In my opinion it does not, but applica-

tion must be made for such reinstate-

ment. If the offender so pardoned
should practise without such formal

reinstatement he is liable to further

discipline and prosecution. The vio-

lation of penal laws without actual

conviction is sufficient proof of obli-

quity of moral character to warrant
any court in disbarring.

It is whenwe come to the finer shades

of lack of ethical perception that

grievance committees find difficulty

sometimes in persuading the courts to

act with sufficient firmness. In the

appendix to this volume appear canons
of ethics, not only of the American Bar
Association but of the Commercial
Law League of America. The path of

the collection lawyer towards ethical

purityhasbeen an arduous climb. The
trouble has been to differentiate be-

tween collection agencies and their

attorneys. It has aroused vehement
discussion of the propriety of the

division of any professional fee with a

layman, which has been criticized as

affording a cloak whereby a lawyer, by
incorporating a collection agency, can
resort to means of solicitation of busi-

ness in which the corporation, having
no soul, is free to indulge, and from
which he reaps the harvest or agrees to

divide his fees in order to secure the

employment.
A notable contribution to the wel-

fare of the profession generally, and to

this branch of it in particular, was

made when the New York County
Lawyers' Association, in a conference

which lasted months, at which these

practices were discussed with represen-

tatives of the "commercial lawyers,"

finally, in its notable answer to Ques-
tion No. 47, laid down certain rules

or principles governing the conduct
of such attorneys.

Ignorance of ethical standards on
the part of a very large number of

members of the bar, whose business is

small and of whose income collections

afford the fundamental, was shown in

the reports of one of the conferences of

this Commercial Law League held at

Atlantic City. One member, it seems,

said he had heard so much about
"ethics " at that meetingthat he decided
he would try to find out what it meant,
so he asked his waiter at the Chalfonte,

"Sam, do you know what this word
'ethics' means?" "I reckon I do,"

replied Sam. " What is it? " asked the

inquiring member, and Sam said,

"Just about the same as that word
'etiquette' which tells you there is

certain things you mustn't do, if any-

body is looking."

This incident pitifully illustrates

the absolute necessity of having bench
and bar alike ingrained with the con-

viction that these standards of ethical

conduct are norms to which all lawyers

must conform, whether the lawyer is a

general practitioner, a collection law-

yer, a patent-lawyer, a negligence

lawyer or a corporation lawyer. Spe-

cialization releases from no obligation.

This is not to say, however, that every
lawyer violating any canon must be

disbarred . There aremany cases where

a lawyer through zeal or ignorance

offends against the essential dignity of

the profession but, being brought to

book and censured, may be sufficient ly

shocked into appreciation of the stand-

ards to remain or become a useful

member of the community.
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Extension of Idea of Obligation

FOR PuBUC Service

Whatever the temporary criticism

of the profession in popular estimation

may be, the fact is that all really critical

observers of our social conditions have

recorded their conviction, as did De
Tocqueville, when he said, for example,

that the influence which members of

the legal profession "exercise in the

government is the most powerful

existing security against the excesses

of democracy." In another sentence

he refers to the bar as the "most
powerful if not the only counterpoise

to the democratic element." A simi-

lar conviction is registered in the appeal

which is made to the New York State

Bar Association in support of an In-

ternational Bar Association, organized

in Japan by Dr. Rokuichiro Masujima,

ex-President of that Association, Hon-
orary Member of the New York State

Bar Association, Barrister at Law of

the Middle Temple, as well as an

honored member of the Japanese bar.

His contention is that the combined
influence of lawyers all over the world,

devoted to the principles of the com-
mon law, should be a guaranty in the

human family that principles of com-
mon justice will through their influence

leaven the political world.

St. Paul, in his great summary of the

Christian martyrs, began his appendix

with the words, "Time would fail me
to tell of Barak,—and of Gideon," and,

similarly, to call the roll of members of

the American bar who have dominated

the public affairs of our nation would
be to make of this publication an
encyclopaedia of names.

This fundamental idea of public

service is expressed by Shakespeare

himself in As You Like It. We all

recall the line, "When labor sweats for

duty, not for meed."

In many of the lectures delivered on

the Hubbard Foundation at the Albany
Law School on the subject of "Legal

Ethics," one distinguished speaker

after another has emphasized the fact

that the great lawyer is not the man
who enters the profession as a means
to acquire a fortune. He must enter

it, as we have noted above, as a voca-

tion, with the idea of rendering service.

He must have the spirit of Lincoln as

contrasted, with the spirit of Webster,

great advocate though he was; for

even in the Girard Will case, when
Webster could secure no present re-

fresher or retainer, he exacted a con-

tingent fee agreement.^*

Need for Propaganda

Bearing these considerations in mind,

there is no question but that there

must be propaganda. When the canons

of the American Bar Association had
not yet been adopted by the Associa-

tion, or, having been adopted, had not

yet been endorsed or adopted by vari-

ous state associations, there was a

great deal of discussion and propa-

ganda. In the City of New York law-

yers interested in this matter not only

conducted this propaganda in legal

magazines and in the public prints but

volunteered, and were actually ap-

pointed, to deliver addresses on the

subject at various Y. M. C. A. centers,

in the Phipps Settlement, in Cooper

Union, and other public places under

the general title of " What the Ordinary

Citizen Is Entitled to Expect and Exact

of His Lawyer in the Way of Fidelity,

Honesty, Diligence, etc."

The late General Thomas H. Hub-
bard by gift in his lifetime established

a lectureship or foundation at Albany
Law School, to which every year one

or more speakers of influence is ap-

pointed to indoctrinate the students of

" A copy of this was furnished by me to and
published by the New York Law Journal, some
years ago.
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that particular school in respect to

ethical standards. This example

might well be followed in other schools.

A determined effort has been made by
committees of ethics in different states

to see to it that either by persuasion or

by the compulsion of rules of court, law

schools expecting their certificate of

graduation to be accepted by bar

examiners as the equivalent of a clerk-

ship or prescribed years of study,

should prescribe and faithfully carry

out a certain number of hours of lec-

tures upon the subject of legal ethics.

Dean Costigan endeavored to fill this

need. He made an exhaustive ex-

amination of the sources of the stand-

ards or traditions showing the growth

of the rules governing conduct be-

coming a member of the bar, and
collated with that the answers to

questions given out by the New York
County Lawyers' Committee (the clin-

ical reports of which have a circulation

all overthe world and have in but one or

two instances occasioned adverse com-
ment or complaint). This treatise ^^

contains a most fascinating history of

the entire subject. Obviously this

matter is intimately and vitally con-

nected with the nature of legal educa-

tion. And it is surprising that those

who come in contact with the eager

youth who are looking forward to

qualifying for this great social service,

so often prove impatient of the sugges-

tion that their teaching should have
this moral side line, or of the more ex-

treme requirement that the ethical

viewpoint should underlie all their

instruction as to the methods and
practice of the law. One Dean replied

to a letter from me in this regard that

he had no cure for souls. What a

pedagogic heresy! Every teacher has

the fashioning or at least the polishing

of a soul.

" Cases on Legal Ethics in the American Case
Book Series, 1917, West Publishing Co.

In order to summarize this discussion

the following is submitted as a redac-

tion to fundamental principles of the

thirty-two canons of the American Bar
Association

:

A Decalogue of the Professional
Obligations of the Lawyer

(1) As an officer sworn to uphold
the Constitution and to the proper

enforcement of the law, the lawyer

should by his conduct and counsel

exemplify the law-abiding spirit and
refrain even in his private life from
anything contrary to the spirit of the

moral and statute law.

(2) In his relation to the courts, the

lawyer should in his conduct maintain

their dignity by respectful address, by
punctilious discharge of all forensic

duty, and by abstaining from all

attempts to curry favor, or from the

appearance even of using personal

relations to secure professional ad-

vantage.

(3) In his relations to clients, the

lawyer's duty arises from the confidence

reposed in his learning or ability; for

which he is to be paid. Therefore:

(a) In the conduct of unliti-

gated business he owes a scrupu-

lous fidelity to the client's highest

interest and must seek no ad-

vantage or profit to himself out-

side of his reasonable compensa-
tion.

(b) In advising litigation he

must be guided by his own (or

counsel's) judgment of the law
applicable to the points in issue.

He should never countenance by
acceptance of a retainer unjust,

useless or oppressive suits, or

consent to the interposition of

merely dilatory, false, or sham
defenses.

(c) In actual litigation, he may
use all procedure provided by law

appropriate to the protection of



ie The Annals of the American Acadumy

his client's interests; he must be

alert and diligent in prosecution;

vigilant and careful in defense;

refrain from any attempt to de-

ceive a court or jury; be courteous

to his fellow lawyers, and obliging

in matters not inconsistent with

his client's rights.

(4) The lawyer must not violate his

client's confidence unless, in a proper

case, compelled so to do under oath.

He must not use knowledge so gained

to his client's undoing or disadvantage

and, if entrusted with money or prop-

erty, he is in the highest degree a
trustee and liable professionally for any
failure to administer the trust reposed

in him with scrupulous fidelity and
capacity.

(5) The lawyer is always entitled to

his reasonable compensation; this may
be contracted for with the client pro-

vided no advantage be taken of his

ignorance or necessities. Contingent

fees, where not unconscionable in

amount, are proper if the client desire

such form of compensation. But in

all cases he must avoid even the ap-

pearance of champerty or maintenance.

(6) A lawyer employed for or as-

signed to the defense of one accused of

crime is, even though apprised of his

guilt, bound by his duty to ensure a
fair trial and to prevent conviction save

pursuant to the law in that case made
and provided.

(7) The lawyer should not solicit,

or permit others to solicit for him,

any professional employment. No di-

vision of fees or agreement therefor

is proper except with fellow lawyers

based on a division of service. Self-

advertisement is commercial in spirit

and tends to lower the sense of profes-

sional dignity.

(8) In his relation to the community
of which he is a citizen the lawyer
occupies a position of peculiar responsi-

bility. His respect for the law and the

courts in which it should be adminis-

tered should make him fearless to

expose and attack any breach of

judicial integrity. So also he must be

vigilant to assist in purging the bar of

unworthy members. He should be

quick to attack any abuse of process of

law or any invasion of the rights to life

and liberty guaranteed to all by the

Constitution.

(9) If invested with public office he
is bound to a higher efficiency of service

by reason of his knowledge of the law.

If he serves as a District Attorney he

represents the people of the state. He
is sworn to enforce the law but cannot

stoop to oppression or injustice—such

as the suppression of evidence or the

secreting of witnesses who might tend

to establish the innocence of one he is

prosecuting.

(10) If elevated to the bench his

obligations become intensified. In

the discharge of his judicial duties he

should be studious, patient, thorough,

punctual, just and impartial, cour-

teous and fearless, regardless of public

clamor or private influence.

Canons of Judicial Ethics

Since judges are, under our form
of government, a part of the gov-

ernmental power, and sworn to uphold

the Constitution, and chosen to inter-

pret, apply and enforce existing laws,

it is clear that their ethical obligations

are greater than those of their brethren

at the bar, from whom they have been

thus set apart.

These latter have a primary duty to

a client opposed to the client of another

in interest, and this duty modifies at

times their duties to the court and to

the community.
A committee of the American Bar

Association, recently appointed, of

which the Chief Justice of the United

States, it is believed, is to be the chair-

man, are to engage in the task of
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formulating canons for the judiciary.^^

That task will require time for its

performance.

For the purposes of this symposium,

however, the following may be prof-

fered as a nucleus for elaboration.

A Proposal for an Ethical Deca-
logue FOR Judiciary

I. Having sworn to uphold the Con-
stitution and being charged with the

solemn task of administering justice

among his fellow citizens under the

law, the judge should be juris peritus,

learned in the letter and spirit of the

Constitution and of the statutes en-

acted in conformity therewith—^and

should keephimselfconstantly informed

and in touch with the social develop-

ment of the community he is to serve,

in order that he may adequately apply

that learning to the varying needs that

emerge in the controversies submitted

to him for arbitrament.

II. To learning he must add impar-

tiality. "He must not respect persons

in judgment." In holding the scales of

Justice he must not allow personal or

political hostility, on the one hand, or

1* Since writing this article, the author has

received a letter from Mr. Charles A. Boston,

Chairman of the Committee on Professional

Ethics of the New York County Lawyers'

Association, the following excerpts of which will

be of interest to the general reader.

"In response to your recent request that I

contribute something to the forthcoming number
of the Annals of the American Academy of

Political and Social Science, it seems to me that

any contribution by me at this time, other than

is contained in this letter, would be premature,

because the subject of the formulation of Canons
of Judicial Ethics by the American Bar Associa-

tion, to supplement the Canons of Ethics ap-

proved by it in 1908, has been referred by the

Executive Committee of that Association to a

Special Committee which will take the matter

under consideration, and I do not feel that I can

properly anticipate the action of that Committee.

"I was recently advised by the President of

the American Bar Association that he had
designated for membership on the Committee

friendships or prejudice, on the other,

to weigh in either balance. Whether the

parties before him are friends or foes,

or whether they be known to him or

unknown, he must be blind to consid-

erations other than those constituting

or arising from their respective rights

or obligations under the law.

III. Whatever the degree of his

learning, and impartiality, he must in

the highest degree possess and preserve

a character free of reproach. Himself
a priest in the Temple of Justice, he
must scrupulously observe the morah-
ties and obey the laws as a citizen, and
not arrogate to himself any right to be
above them or free from their common
operation.

IV. His judicial character presup-

poses absolute integrity. He should

be honest in his personal dealings, and
must not put himself imder pecu-

niary obligations before his election, or

subsequently, to those who may appear

before his court.

His service is a self-denying ordi-

nance, and he should abstain from even
the appearance of the evil of profiting

by information secured ex virtute officii

to speculate or invest on the strength

of his knowledge thus acquired.

Chief Justice Taft, ex-Senator George Suther-

land of Utah, and myself, and that two vacancies

remained to be filled from members of the

judiciary.

" I do not think it amiss, however, to say that

Mr. Everett V. Abbot of this City, and myself,

jointly contributed an article on ' The Judiciary

and the Administration of the Law' to the

American Law Review for July-August, 1911,

from which I quote the following suggestions in

respect to Canons of Judicial Ethics

:

" ' They should clearly and concisely make it

known that the judge should so administer the

law in the settlement of controversies as to

show that he appreciates his position as honor-

able of itself and honorably to be maintained;

that his conduct should uniformly be that of a

gentleman and an officer and for the good of the

service; that he should be ever conscious of

his responsibilities, attentive to his duties.
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"He shall do everything for justice,

nothing for himself." *'

V. Whether his office be appointive

or elective, he should not be swayed in

judgment by hopes or fears regarding

the continuity of his official ser\nce.

In making appointments in aid of

the administration of justice, such as

appointments of receivers, referees,

special guardians, appraisers and the

like, he must, on the one hand, avoid

nepotism and, on the other, not sur-

render his duty of selection to any
political or other dictator. Those
whom he selects act in his place and
stead, in relieving his judicial time,

and he is responsible for their integ-

rity, fidelity and industry, as for his

own.

VI. Charged with the duty of acting

as a check in the interests of the people

against aggressions or usurpations of

power by either executive or legislative

branches of the government, he should

be fearless to assert his power irrespec-

tive of the apprehended effect of an-

tagonisms, and hostilities thus engen-

dered. But here also he must be
impartial and sustain if need be these

coequal agencies of government, in the

assiduous in their j)erformance, and avoid delay

as far as possible; that he should be scrupulous

to free himself from all improper influences and
from all appearance of being improperly or

corruptly influenced; that he should be studi-

ously regardful of the rights of litigants; that

he should be an indei>endent and representative

citizen, rather than a partisan; that he should

use the necessary patronage of his office as a
public trust, and that in the selection of referees,

receivers, or other judicial appointees he should

conscientiously appoint only men known to

him to be of integrity and fitness for the duty
assigned; and if he is permitted to practice at

the bar, or to prosecute private business, he
should not permit such matters to interfere with
the prompt and proper performance of his

judicial duties.'
"

" Rufus Choates added to the quoted words:
" Nothing for his friend, nothing for his patron,
nothing for his sovereign."

proper use of powers constitutionally

bestowed upon either.

VII. He mu.st not allow his judg-

ment to be swayed by the magnitude
or smallness of the litigant's interest,

or by the insignificance or prominence
of his advocate. Intent on ascertain-

ing the truth and reaching an adequate
and just decision, he must not fear to

protect a party before him from the

ignorance or negligence of his own
attorney, or neglect adequately to

guide and instruct juries in the exer-

cise of their peculiar functions.

VIII. He must wear the ermine with
dignity. As the incarnation of justice,

he must, when discharging his judicial

functions, be free from temper, though
he may indulge in righteous indignation

if perjury be attempted by witnesses,

or if counsel seek to deceive or mislead

the court or jury.

He owes to the people, punctuality,

at whatever cost of personal inconven-

ience, calmness, patience and forbear-

ance, lest he be diverted from the issues

to be resolved—courtesy to all before

him—alertness to testimony and argu-

ment, since inattention is the highest

discourtesy, is a thief of time and an
earmark of inefficiency.

He must cultivate a capacity for

quick decision. Habits of indecision

must be sedulously overcome. He
must not delay by slothfulness of mind
or body, the judgment to which a party

is entitled.

IX. To be learned, to be honest, to

be fair and to be no respecter of persons

is still not enough. He must be believed

such, and so possess the perfect confi-

dence of the community. In such case

he may preserve and enjoy his personal

intimacies and friendships unimpaired.

He may achieve the affection of the bar

and the respect of the public, and en-

joy that loving veneration which the

"Book of Job" records as the meed of

the upright judge.
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X. None the less is he a citizen, and

bound to share the common burden of

responsibility for the purity of the

common weal.

He must not shirk a proper perfor-

mance of such duties nor hide behind

the judicial gown in times of revolt

against oppression or corruption or in

crises of social change. His life must
be personally, politically and judicially

teres atque roiundus.

Conclusions

In that remarkable book seeking to

voice the desire of England for a higher

and more spiritualized life, the author

of The Glass of Fashion has embodied
that ideal which must permeate every

profession that identifies the moralities

of that profession with the very charac-

ter of the being of the man who pro-

fesses it. His illustration of the ex-

pectation of honesty from those who
serve him, by even a Bolshevik of the

most criminal type, illustrates the

fundamental idea of what the com-
munity expects of a man of character,

and no man has a right, even in a

democracy, to belong to a learned or

skilled profession who has not the

fundamentals of high character which
may be expected to develop into fullness

by the very experiences of his service.

What conclusions are we to draw?
I. That, in any democracy, whether

loosely organized or highly articulated,

public servants must, in theory, be
controlled by lofty standards of duty.

II. That the people are entitled to

know what those standards are, and
where there are none, to prescribe them.

III. That conformity to those stand-

ards must be enforceable in a proper

tribunal.

IV. That it is to the highest interest of

the profession itself that every case of

violation of its ethical standards be
investigated and all offenders dealt

with "lest the res publica suffer."

V. That the courts, when unspurred

by a bar of high ideals, have failed

adequately to regulate professional

conduct, and therefore the bar must be
so organized as to be self-disciplinary.

And this even at the risk of appearing

to become an aristocracy, or an un-

democratic guild.

VI. That judges, as well as lawyers,

are to conform their conduct to even

more exacting ethical standards.

I

The Need for Standards of Ethics for Judges

By Edward A. Harriman
Counsellor-at-Law, Washington, D. C; formerly. Chairman of the Committee on Grievances and

Ethics, American Bar Association

LEGAL ethics is defined in Rawle's

third revision of Bouvier's Law
Dictionary as follows: "That branch
of moral science which treats of the

duties which a member of the legal

profession owes to the public, to the

court, to his professional brethren, and
to his client." On the subject of

judicial ethics there is much confusion,

by reason of the fact that a judge
occupies a dual position. He is, first,

a judicial oflBcer of the state or of the

United States; and, second, in most
cases, a member of the legal profession.

It is not at all essential, however, that

a judge should be a member of the

legal profession and his membership
in that profession is, therefore, an
absolutely distinct thing from his

judicial office. The highest court in

England, the House of Lords, in its

original form was composed princi-

pally of lay peers. The present House
of Lords in its judicial capacity is
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limited in membership to the law lords.

The highest court in New York State

was formerly the senate of that state,

largely composed of laymen. In New
Jersey lay judges have not been un-

common. The office of justice of the

peace is probably held as often by
laymen as by lawyers; in fact, in Eng-
land the justice of the peace was
usually a layman, whereas the lawyer

was only his clerk.

Present Status of Rules of
Conduct for the Bench

Now, any standard of conduct for

the members of an organization must
necessarily be imposed on those mem-
bers either by their own action or

consent, or else by a superior power.

Standards of ethics for judges, there-

fore, must be imposed on those judges

either by their own action or consent,

or by a superior power. It is, therefore,

quite out of the question for any bar

association to enact standards of

ethics for judges. The opinion of the

bar association may be absolutely

sound, and the code of ethics which it

chooses to formulate for judges may be

absolutely perfect. The difficulty is

not ^\ith the rules which the bar may
undertake to prescribe for the bench,

but with the jurisdiction of the bar to

make any rules whatever. The func-

tion of the bar in such case is merely

advisory. Nevertheless this function

should be exercised to its fullest extent.

What standard of ethics has been
prescribed for judges by the sovereign

power of the state or of the United

States.'* The standard in general is

extremely vague. The Federal Con-
stitution uses the words "good be-

havior." In addition to the general

phrase of "high crimes and misde-

meanors," the specific prohibitions in

the state constitutions are few. Cor-

ruption and malfeasance in office, and
refusal to perform the duties of the

office; drunkenness; acceptance of

passes; and change of residence from
the district in which the judge was
elected, are the principal things pro-

hibited. There is a very common
provision that a judge shall not be

eligible for another office, but the effect

of this provision seems to be merely a

disqualification of the judge for the

additional office.

What rules of ethics have judges

undertaken to lay down for their own
conduct? So far as the writer is

aware, no action whatever has been

taken by any body of judges in this

matter. In 1917 the Committee on
Professional Ethics of the American

Bar Association made the following

recommendation

:

That the suggestion of the propriety

of the formulation and promulgation of

canons for the judiciary be referred to

the Judiciary Section of this Association

for consideration in order, if the way be

clear, to the appointment of a committee

to take the matter under advisement.

At the meeting of the Judiciary

Section in 1918, the recommendation

referred to the Judiciary Section was
not even considered.^

Do Judges Need a Code of
Ethics.-*

Is there any need for a code of ethics

for judges? The phrase "good be-

havior" is, of course, extremely vague.

It is no vaguer, however, than the

phrase in the articles of war by which

an officer in the military service of the

United States can be tried by court

martial for "conduct unbecoming an

officer and a gentleman. " The vague-

ness of the phrase is by no means
sufficient groimd in itself for a more
specific statement of the duties of a

judge. It is submitted, however, that

a situation has recently arisen which

> 1918 Report, pj>. 466-469.
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calls for a clearer definition of a judge's

duties in some particulars. At the

last meeting of the American Bar
Association, Mr. Hampton L. Carson,

a former president of the Association,

presented the following resolution upon
the unanimous vote of the executive

committee

:

Resolved, That the conduct of Kenesaw
M. Landis in engaging in private employ-
ment and accepting private emolument
while holding the position of a Federal

Judge and receiving a salary from the

Federal Government, meets with our un-

qualified condemnation, as conduct un-

worthy of the oflSce of Judge, derogatory to

the dignity of the Bench, and undermining

public confidence in the independence of

the judiciary.

Mr, Carson then read Article IV of

the Constitution of the American Bar
Association which provides, among
other things, that one of the objects of

the Association shall be to "uphold
the honor of the profession of the law."

Of what use was it for the Association

to prescribe canons of ethics for the

regulation of the conduct of active

practitioners, if it knew that a man on
whom the judicial ermine had fallen

had yielded to the temptations of

avarice and private gain? That a

Federal judge dra^\ing his salary of

$7,500 a year from the Federal Treas-

ury should take $42,500 a year from
an allied club of baseball players was
simply to drag the ermine in the mire.

Although it must be that impeachment
proceedings might not reach him, yet

from every bar in this united country
there rose up the withering scorn of

the profession against the man who
had stained its honor. Those who
came to deliberate upon that which
touches the honor of the profession

would go away and hang their heads
in shame if they did not rebuke such
conduct.

The resolution of Mr. Carson was

adopted by the Association. That the

Association had a right to express its

opinion, is unquestionable. The only

body having jurisdiction to inquire into

the conduct of that official, is Congress,

but any organization is entitled to

express its opinion to Congress and to

urge any action it may desire. It is

for Congress to decide what weight

attaches to the different opinions so

expressed. Now, as a matter of fact.

Congress has had the benefit of the

opinion of the American Bar Associa-

tion, and of the opinion of the National

Baseball Association and it has chosen

to follow the latter.

It is only fair to assume that the in-

action of Congress in the Landis case is

due to the fact that theAmerican people

as a whole are more in sympathy with

the standards of judicial conduct in-

dorsed by the National Baseball Asso-

ciation than with those indorsed by the

American Bar Association.

Need for Sovereign Power to
Prescribe Standard of Judicial

Ethics^

Now, while the bar has no jurisdic-

tion over the conduct of the bench, it

is undoubtedly a great public misfor-

tune when any judge so conducts

himself as to receive the censure of the

bar. There is no question as to what
the judge in this particular case has

done, but the baseball people think

that what he has done is right, and the

lawyers think that it is wrong. From
the fact that Congress follows the

opinion of the baseball magnates rather

than that of the leaders of the bar, it is

clear, either that the judgment of the

bar is wrong, or else that its judgment
is right but that the people at large

have not been sufficiently educated to

appreciate the standard of ethics up-

held by the bar.

^ For a proposed code of ethics for judges see

the article by Mr. Jessup, page 27.
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It seems highly desirable, therefore,

that the sovereign power, which, in

the case of the Federal judges, is the

United States, should define more
clearly the duties of a judge with refer-

ence to the acceptance of employment
in other occupations. Whatever reso-

lutions the bar may pass, it is useless to

say that Judge Landis has violated any
standard of judicial ethics, because no
such standard has been prescril>ed,

either by Congress or by the judges

themselves, and it is not within the

jurisdiction of the bar to prescribe a

standard of ethics for the bench. That
a proper standard of judicial ethics

would prevent a judge from acting as

Judge Landis has done, is the opinion

of most lawyers, but that there is not

at the present time any such existing

standard is absolutely proved by the

action, or rather the inaction, of

Congress, which clearly establishes the

fact that, in popular opinion. Judge
Landis has done nothing to justify his

removal from the bench.

The function of the bar, therefore, in

the matter of judicial ethics, must be

educational, and education is a slow

process. It would be unwise to make
rules that are too general in regard to

the performance by a judge of non-

judicial work. The best practical

method of dealing with this subject

would be to provide that a judge shall

not engage in any other occupation

without the consent of some adminis-

trative authority, such as, for example,

the Chief Justice of the United States.

The freedom of judges from all legisla-

tive and executive control is a freedom

accompanied with responsibility. In

most cases this responsibility is clearly

recognized. If a particular judge is

more influenced by his personal ad-

vantage than by the dignity of his

office, some administrative control

over that judge is required, and at

present no such administrative control

exists, while the remedy by impeach-

ment, as the Landis case has shown, is

entirely inadequate.

Degeneration of the Idea op
Sovereignty

The Landis case is symptomatic of

the degeneration of the idea of sover-

eignty portrayed by Laski in his theory

of the multiple state. Under a mon-
archy, service of the sovereign is the

most important function. Under our

American democracy, it is clear that

our democratic sovereign regards the

management of moving pictures as of

more importance than the management
of the Treasury or the Post-Office

Department, and the administration

of baseball as of more importance than

the administration of justice. Mr.
Carson speaks of "dragging the judicial

ermine in the mire." As a matter of

fact, the judicial ermine is simply used

to dust off the home plate; which, to

the people at large, seems a more im-

portant function than dusting off a law

book. This degeneration of the idea

of sovereignty is apparent in many ways.

The other day a college professor was
quoted as saying that any man who had
more than 15 per cent of patriotism was
a nuisance, asserting that 85 per cent

of a citizen's loyalty should be devoted

to other organizations than his country.

Panem et circenses w as the motto of the

Roman populace when the Twelve
Tables had been forgotten. Those
who do not share Henry Ford's opinion

that history is all bunk, may find an

interesting predecent in Roman history

as to the effect of a popular belief that

amusements are more important than

laws.

II
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Group Organizations Among Lawyers

By Herbert Harley
Secretary, American Judicature Society, Chicago, Illinois

THERE is a tradition in the legal

profession of a golden age. No
living lawyer can testify to the exist-

ence of a golden age from personal

knowledge. If ever there was such a

fortunate era it must have been before

the Civil War. However skeptical of

tradition we may be, we can admit that

for a generation before the Civil War
the lawyer was better adapted to his

environment than he is now.

In that period the law was relatively

simple and static. It is the amazing

complexity of twentieth century in-

dustrial and social life which has

brought about the inundation of

statute law and the welter of decisions.

Professional training which today

would imply mediocrity may have then

appeared quite adequate.

The lawyer was not subject to such

powerful and insidious influences in

that simpler age. There were few

private interests strong enough to keep

a "house lawyer," one under exclusive

retainer on an annual contract. There

were no corporations existing to do the

traditional work of the office lawyer,

advertising for clients and hiring

lawyers by the year. The country was
expanding rapidly. There was enough
practice in most places to provide a

living. At any rate, the fratricidal

competition of later days, with cor-

respondence courses and proprietary

law schools turning out graduates far in

excess of community needs, had not yet

appeared.

There were always temptations, but

with fewer lawyers the position of the

lawyer was a conspicuous one and the

theory that the court was responsible

for the ethical conduct of practitioners

was still in working condition. It has

validityyet inprimitive regions . When
lawyers had to rely on a wide range of

clientage they were free to refuse

embarrassing retainers. There was
not the moral overstrain, imposed in

these days upon the lawyer who has

but one, or two, or at most three

clients and must win his suits for his

own salvation.

This older profession, limited in

numbers and independent in mind and
morals, felt some contempt for busi-

ness. Or, if this is putting it too

strongly, let us say that the bar at

least exalted the law and its servants.

There were few others in the commu-
nity who could assume the dignity of

learning and influence. The lesser

competition set the lawyer on a con-

spicuous level. The earnings which
now would seem meager were then

ample in view of the respect which the

calling compelled.

The Older American Tradition

It is not safe to go much farther back
in the quest for the golden age. In

certain of the colonies laws were en-

acted to prevent the existence of a bar.

After the Constitution was adopted
there were states in which ignorant

laymen attempted to administer jus-

tice from the bench. From the first,

the American bar had to make its way
against hostile philosophy. This ex-

plains why it never possessed the

organic powers enjoyed in other lands.

In Belgium, for instance, the bar as-

serts its independence of both legis-

lature and judiciary. In all other

countries there is an organization of

the bar which is all-inclusive and which

has effective machinery for maintain-

ing standards. The powers to admit
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to practice and to expel are exercised

by the bar itself. In consequence, the

bar is primarily responsible for ethical

conduct and it is able to discharge this

responsibility.

The American tradition is that the

bar exists to assist the courts in the

administration of justice and hence

that lawyers are "oflBcers of the court."

This makes the judges responsible. It

is obvious, however, that the lawyer's

r61e is larger than assisting the court.

The lawyer interprets the law without

reference to specific conflicts of rights.

Many lawyers, indeed, rarely appear

in court. And the courts lack the

power to acquit themselves of the

presumed responsibility. There are

numerous "independent" judges but
little judicial solidarity. In most
states judges are elected and lawyers

play a large part in nominating and
electing. The power of the judge over

the jury has been restricted by statute

very generally, a restriction which
exalts the position of the advocate.

There must be somewhere in the

state or in society power to establish

standards of professional conduct with

responsibility for enforcing them. It

is easy to understand the practical

failure of the courts in this field. And
it is too delicate a matter for legislative

control. An enacted code of rules

would merely invite unethical lawyers

to devise loopholes in the law.

There remains, then, the matter of

professional self-regulation which in

other coimtries has served for centuries

to develop and maintain bars which,

compared with ours, are free from
censure.

As a matter of fact, when the older

tradition failed, the bar of the typical

state began to move instinctively

toward the principle of self-discipline

through organization . Thismovement
was slow to begin but has been con-

tinuous for forty years and recently

has been accelerated by a conviction

that the golden age has been succeeded

by an age of brass. There are strong

indications at this time that the bar is

working its way out of chaos and that

the future will see conditions very

much better than those now prevailing.

It is the purpose of this article to trace

this development.

Early Attempts to Organize
THE Bar

For fully half our national history

there were practically no attempts to

organize the bar. The first associa-

tions arose in the larger cities, and
then, as means for travel were improved
and acquaintanceship was extended,

state-wide association began. We dol
not pretend that the avowed purpose

was to maintain standards. The lead-

ing motive was purely social. The
bar was not immune from the modern
instinct for organization, though some-
what resistant. There was also the

need and the opportunity for estab-

lishing honors to mark professional

success, something to confer and some-
thing to strive for.

An essential need was that of pre-

serving standards, even though imrec-

ognized at the inception of the move-
ment. For lawyers of social inclina-

tion and professional pride who joined

associations were thus enabled to

separate themselves from the imor-

ganized part of the profession upon
which public suspicion and reproachj

rested. Unable to compel a fellow

practitioner to be ethical, or even

decent, the conscientious lawyer could

at least walk on the other side of the

street. Perhaps this was done to

escap)e responsibility, but its actual

effect was to assume it.

Even the loose and meager associa-

tion afforded a point for effort. A
responsible profession was evolving

like a planet from nebular chaos. And
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having presumed, in a measure, to

stand for the profession, the associa-

tions had perforce to devise means for

acquitting themselves.

In 1878 there were eight city and

eight state bar associations in twelve

states. In this year the American

Bar Association was formed by the

meeting of seventy-five lawyers re-

siding in twenty-one states. There

were then 60,000 lawyers in the United

States.

In 1921 the American Bar Associa-

tion reached a membership of 16,000.

For a number of years every state

except Delaware has had its state bar

association. Similar bodies exist in

Alaska, Hawaii, Porto Rico and the

Far East as parts of the system. Over

800 city and county associations are

listed by the Conference of Bar Associa-

tion Delegates, a liason body created in

1916 by the American Bar Association.

The Local Associations

There is a remarkable similarity

among local associations. In all of

them membership is open to any law-

yer not especially subject to objection.

(In the southern states, and in most

northern states, Negro lawyers and
white lawyers associated with them in

practice, are excluded, a reservation

which illustrates very well the social

basis of organization.) Practically all

are seeking growth. There is nowhere

any organic relation between the state

and local associations, or the state and
national, except that in Washington

recently the state association has been

accepting the entire membership of

local associations which conform to its

requirements. Elsewhere, a lawyer

may belong to any one, or any two, or

to all three types in this hierarchy.

The interests of the various associa-

tions, as shown by the titles of ad-

dresses delivered, is vague and diffuse.

Papers are read on trial by jury, on

John Marshall and Daniel Webster,

the lawyer's oath and the Monroe
Doctrine. There is a disposition to

take an interest in the development of

law, especially through legislation.

Decisions are rarely analyzed or criti-

cized. In many of the local associa-

tions the annual or quarterly dinner

transcends all other activities. In

small cities the local association is

perfunctory, rarely meeting except

to deplore a death or honor a judge.

In some of the larger cities the asso-

ciations have for a long time been

engaged in definite useful activities.

The Association of the Bar of the City

of NewYork is the oldest and strongest.

For over eighteen years it has main-

tained a salaried force to prosecute

delinquent members of the profession.

The New York County Lawyers'

Association has done similar work
and in some years the two bodies

have devoted $25,000 to this odious

work.

The Legal Ethics Clinic

The latter body originated the legal

ethics clinic, which is one of the most
significant movements in the entire

history of the American bar. It grew

out of the realization that many minor

infractions of standards were,due more
to ignorance than intention. The de-

velopment of business was changing

the nature of the lawyer's services and
the profession was becoming flooded

with half-educated young men who
had no means for acquiring the pro-

fessional point of view. Spurred on

by necessity these yoimg men often

overstepped ethical lines without be-

ing aware of it. Not only this, but

new situations were constantly aris-

ing to which well-informed and con-

scientious lawyers hesitated to apply

established principles, on the theory

that no man is a safe judge of his own
interests.
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So a committee, headed by Mr.
Charles A. Boston,' was created to

answer questions and, through the

determination of nice ix)ints based ui)on

actual facts and the -wide publication

of questions and answers, a common
law of ethics was evolved, which is

worth more than a thousand hortative

addresses on the sacredness of the

lawyer's oath. The success of the

legal ethics clinic illustrates very well

how needs and responsibilities may be

met when organic means exist. The
determination of ethical rules is safer

in the hands of the bar than in the

hands of judges. There is always

danger that judicial control may in-

fringe the needed independence of the

bar. External control from any source

must be resisted on general principles.

But when the profession itself deter-

mines standards the work is done by
those whose personal standards are

high and who place the welfare of the

bar ahead of any individual interests.

The legal clinic idea has spread to

Illinois and will before long be a

familiar activity in many states, with

a central agency under the auspices of

the American Bar Association. It is

not directly designed to prevent willful

misconduct, but it has a profound in-

fluence, notwithstanding. It enables

all self-respecting lawyers scrupulously

to avoid the appearance of indifference

to ethics; it creates a norm of conduct

along the frontier of doubtful deport-

ment; it makes for a safe ceremonial;

and in all these respects it tends to

differentiate the ethical practitioners

from the unethical. It throws the

burden on the unethical to prove that

they are not downright evil.

It is, of course, almost a hop>eless

thing to take a regiment of raw re-

cruits every year and whip them into

* Since its organization, Mr. Boston, Mr.
Henry Wi Jessup and Mr. Julius Henry Cohen
have served continuously in its membership.

professional discipline, even through a
grievance committee and a legal ethics

clinic. The work thus far done has
helped, as indicated by the fact that

the character of offenses is becoming
less grievous, but after all it is more
like bailing the boat than stopping the

leak. With the low requirements for

admission, the bar is receiving youths
devoid of culture, because it is easier

for such young men to gratify their

ambitions in this way than to aspire to

professions which require longer prep-

aration. The bar has not been able to

compete with the engineering profes-

sion, to take a conspicuous example, in

attracting men ofsuperior qualifications

and training.

The Chicago Bar Association is now
devoting about $10,000 a year to

prosecuting delinquents in support of

its grievance committee work.

Local bar associations at times in-

terest themselves in securing the elec-

tion of judges. That judges should

ever owe anything to lawyers is ob-

viously unfortunate, but under our
system of judicial selection it is in-

evitable, 'and it is far better that the

obligation should be to associations

working in the open than to individual

lawyers. The bar as a whole always

wants able and fair judges. In Wis-
consin the bar, working in an informal

manner, has exerted a powerful in-

fluence for a generation in opposition to

party appointments and nominations,

and it has been, on the whole, a worthy
influence. In Colorado an elaborate

system of bar primaries is employed to

guide voters. The Chicago Bar As-

sociation has chiefly justified its exist-

ence in the public mind by similar

effort, and in 1921 it literally saved an
entire bench of twenty judges by
fighting a powerful political machine
which needed only the judiciary to

complete its grip upon city and state

government.
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The State Associations

The state associations are strikingly

similar in structure but vary in activity

and influence. Their average mem-
bership does not exceed one-fourth of

the bar. Except in one or two states

they meet but once a year, and usually

for two days. The president of a

state association exercises considerable

power through making up a program
and appointing committees but, as

presidents never serve for more than

one year, there is little continuity of

influence. Attendance at meetings is

pitifully small. The casual attendants

exert little influence because they are

almost unknown and do not themselves

understand methods of work. It is

usually difficult to extend membership
and collect dues. There is little regu-

lation of the profession. The state

body is too remote, its meetings too

infrequent, and its funds insufficient.

It does not work in explicit coordina-

tion with local associations.

The majority of its members never

attend meetings and so never have any
genuine sense of participating in the

duties or responsibilities of the associa-

tion. In consequence, the organiza-

tion is kept going by the small clique

which has sufficient instinct for cohe-

sion to attend meetings and do the

required work. The clique control is

not to be blamed under the conditions.

It is the inevitable consequence of this

loose and partial organization. And
yet it is frequently made an excuse

by acceptable lawyers for refusing to

join.

The American Bar Association

It is not easy to give a true impres-

sion of the American Bar Association

in limited space. The theory of ex-

clusiveness controlled for a long time,

and still exists in the minds of some of

the older members, but the Association

has grown and expanded to meet im-

minent needs until it has become the

representative body of the entire

profession.

Thirty-one years ago the Association

called into being the Conference of

Commissioners on Uniform State Laws
and still stands in loco parentis to the

Conference, which has performed a

notable service. From time to time

special committees were created and
some of them became standing com-
mittees and then sections. There are

now seven sections which greatly

amplify the work of the Association

and afford means for intensive effort in

technical fields. Members can regis-

ter in any section and participate in

its work, the only limitation being that

imposed by conflicts of hours on the

program.

So the American Bar Association \

has gradually accepted heavy responsi-

bilities and, in a measure, has created

the machinery for discharging the at-

tendant duties. The general sessions

striveto entertain, while the committees

and sections engage in serious work,

largely in the field of legislation and
substantive law.

The trouble with the institution is

that it has preserved the town-meeting

form of government after becoming
continental in scope and membership.

Grave danger attaches to this situa-

tion. Serious decisions are submittedto

voting audiences which vary in num-
bers and personnel from hour to hour.

At one time the question of Negro
membership threatened disruption.

Later, an attempt to align the Associa-

tion against the prohibition and suf-

frage amendments was beaten by only

a few votes, when its success would
probably have cost the Association

heavily. This possibility of things

going suddenly awry has necessitated

a very close control by the executive

committee. This is the familiar story

^
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of pure democracy gravitating, from
its very helplessness, into an oligarchy.
~ An attempt was made (1913-1916)

by a special committee, headed by
Col. John H. Wigmore, to reform the

organization and create a representa-

tive control. It was propyosed to unify

membership inthe state and national as-

sociations and restrict legislation to ac-

credited delegates apportioned among
the state memberships. The time was
not ripe for such a profound change
but Mr. Elihu Root, then president,

created as a short forward step the

Conference of Bar Association Dele-

gates. This body is composed of five

delegates from the American Bar
Association, three from each state

association, and two from each local.

As there are about 800 of the last-

named kind the Conference would be
unwieldy if all should participate.

Actual attendance in 1921 was by 210
delegates representing 42 state and 76
local associations.

The Conference became a section in

1919, when there was a revision of

constitution; as such it receives an
appropriation for its work. Its field is

deemed to embrace all matters affect-

ing the profession. This gives it

substantially the field in which the

organic bars of other nations function.

Its range of topics has embraced un-
lawful practice of the law, bar organiza-

tion, participation in judicial selection

and professional ethics. This is a
clear demarcation of field from the

topics of national policy, legislation

and substantive law which largely

engross the attention of the parent

organization.

This is not so much because the

Association did not interest itself in a
way in these subjects as that the Con-
ference, being a representative body,
afforded better means for making
conclusions effective. It early showed
the characteristics of a representative

body; it tackled its problems with a
view to accomplishment; it was not

lured by sentimental or rhetorical

considerations.

After several years of preparation

the American Bar Association in 1908

adopted its Canons of Ethics.* There
had been some previous formulation

of canons by state associations but the

action then taken gave great impetus
and within a few years the state asso-

ciations, with few exceptions, adopted
the uniform draft.

The Nature of the Legal
Profession

This sketch of the state of organiza-

tion at this time has app>eared neces-

sary as a basis for consideration of the

fields in which organization should

work. The lawyer is a creature of the

state. There is no inherent right on the

part of any person to act as lawyer

—

to advise or to plead causes for hire.

But there is a social necessity for such

services and the state meets the need

by conferring on certain selected in-

dividuals the privilege of practising

law and forbids others to compete.

The practice of law is so much a

public or political function that lawyers

are essentially public officers, although

they do not draw public pay. The
profession constitutes, therefore, a body
politic, in this respect differing from
other professions.

Americans cannot conceive of a

body politic standing independent of

government, like the bar of Belgium,

for instance. In most states the bar is

constituted by force of statute and
subject to legislative control. But in a

few states the courts have held that

the bar is a part of the judiciary and
hence legislation affecting it is un-

constitutional because of interfering

with a coordinate and independent

branch of government. These variant

* Reprinted on page 254.
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theories appear to differ but little in

actual practice.

The bar has powers and, conse-

quently, duties. Its powers are quite

clearly defined; its duties less clearly.

Its means for performing these duties

are slowly evolving.

It is obvious that the proper func-

tioning of the bar, with its complex,

delicate and immensely important

duties, cannot depend upon compulsion.

As is the case with judges, lawyers

must be presumed to act mainly from
intelligent self-interest and high moral

perception, and be amenable to public

opinion. In the absence of adequate
learning and staunch moral fiber no
conceivable power could compel faith-

ful and intelligent service. No legis-

lature could force a recreant bar to

serve efficiently. The courts have a

little power, but not one of continuous

regulation, and judicial control cannot

take the place of spontaneous good
intentions. Regulation, if there be

any, must proceed from the profession

itself; it must be instinctive and auto-

matic.

The Mission of Legal Ethics

This whole matter of ethics is vastly

more difficult than is implied by the

punishment of acts which are malum
per se. The public generally is most
concerned with mere honesty andwants
only to hold the lawyer to the standard

necessary for the lay fiduciary. Un-
fortunately, an element in the public

enjoys seeing a lawyer employ every

weapon in the arsenal and is inclined to

judge solely by success in winning

the particular battle. But the public

suffers a thousand times more from less

conspicuous infractions of ethics than
from plain dishonesty. The lawyer
has it in his power to provoke litiga-

tion, to keep it alive indefinitely and,

in a hundred ways, to bring the admin-
istration of justice into disrepute, and

yet not commit any offense in the

criminal code or be thought unfaithful

to his profession.

Nor is the public in a position to be

critical concerning ability and training.

It must largely take its lawyers at their

own professed estimate. A very igno-

rant lawyer can easily impress a jury or

the audience of a courtroom by a show
of erudition. And lack of technical

skill may cause untold mischief, possi-

bly after the lapse of years.

This is the situation in a measure

with respect to all professions. Their

practitioners deal in mysteries. They
are not safely judged except by their

colleagues. And that is why there

must be ethical standards for profes-

sions.

This essential ignorance and help-

lessness on the part of the public tends

strongly to cause a serious misunder-

standing of the most important mission

of ethical rules. There is a hasty

belief that outsiders, able to work for

less pay, are prevented from doing

some of the lawyer's work in order to

save fees for the lawyer. There is also

the assumption that ethical rules exist

largely to hamper the young practi-

tioner and prevent him from compet-

ing with his elders. It is easy to refute

the former assumption, for anybody
can be made to understand that lay

advice is not only hazardous but that

it has back of it no responsibility. A
lawyer's reputation is his capital which

stands behind his opinions. The lat-

ter assumption is a little more involved.

Indeed, it is strange that so many
lawyers themselves cannot explain why
advertising is tabu among lawyers.

That is, they cannot formulate a

philosophic reason based upon social

necessity.

The reason lies in the credulity and
ignorance of the public. If advertis-

ing is permitted, it is the ability to

write a persuasive advertisement that
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will gauge success, rather than legal

ability. If solicitation of clients is

permitted, there is no end whatsoever

to competition in solicitation. If am-
bulance chasing and hospital solicita-

tion are permitted, the public falls a

victim to the least ethical, the least

conscientious, the least honest of law-

yers.

With these coarser evils still menac-

ing the profession it is too early to

throw light on such self-recommenda-

tion as is gained through candidacy for

oflBce, through holding positions of

honor in fraternities and public associa-

tions of all kinds. But eventually

even these less dangerous and more
difficult matters may be brought within

ethical regulation.

The need now, and for a long time

past, has been imperative to expel

lawyers who connive at the fixing of

witnesses, the bribing of jurors and
court officers and the solicitation of

personal injury suits. The situation,

perhaps, is not as bad as it has been,

but in many places it is still deplorable.

These are the raw instances of mis-

conduct, found largely in that portion

of the bar which specializes in the

defense of criminals. They could be

curbed by the courts. In Detroit,

when a unified criminal court was
established in 1920, the shyster was
tamed in a single day. Criminal

defense has largely shifted to reputable

practitioners in that city. But, gener-

ally, the judges are too dependent to

exert any controlling influence, and in

many inferior city courts they are

themselves recruited from a doubtful

element.

A Step in State Examining Boards

Good service depends on knowledge
as well as character. A lack of either

essential threatens a loss of rights

or the miscarriage of justice. Legal

knowledge can be quite accurately

tested by examinations and no p>erson

should be admitted to practice until he

has given proof of a degree of mastery

of the law. But until the last twenty

or thirty years there was an almost

universal disposition to admit any
person, not notoriously unfit, who had
read a few law books. Traditionally,

admission was by order of court after

a committee of the bar had given

a perfunctory examination. In most

states this laxity on the part of courts

led to reform through legislation which

created examining boards.

The older indifference to the subject

gradually came into conflict with the

growing sense that the profession was
losing ground in critical estimates.

Yet it could point to its aggrandize-

ments of power in extra-professional

activities, such as legislating, holding

public office, and manipulating political

machinery. Probably this extra-pro-

fessional power itself occasioned some
alarm and fostered the criticism which

induced the bar to take note of its

direction of drift.

The creation of state examining

boards marked a great step forward,

for it centralized responsibility in offi-

cers who were impersonal and rela-

tively independent. The state supreme

court was relieved of a duty which it

could not easily perform. The bar,

without realizing the fact, had gained

possession of the gateway to the pro-

fession.

Standards for Legal Education

Beginning fifty years and more ago,

law schools arose in this country in

response to the popular concern for

legal education in a polity which gave

the lawyer such a heavy role. The
schools have increased and developed

along two main lines. The endowed
schools and those supported by state

funds have been free to impose higher

standards of scholarship. The stand-

I

^
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ard among them today is three years

of technical study following two of

general college study, though not all

have yet reached this level. As their

requirements for admission and gradu-

ation were increased, the proprietary

schools had left to them a larger field

and one sufficiently lucrative to call

into being a number of such institu-

tions. Competition between them in-

duces considerable advertising, which

tends to promote legal study.

While about 40 per cent of the law

schools provide excellent courses, and
it is possible for the exceptional student

to get a fair education in an inferior

school, the result generally has not

been what is needed. A degree is

nowhere a requisite to admission to

practice and in many states the ex-

aminations are still too easy. The
well-schooled college graduates are in

a minority among those coming to the

bar. In some states a high school edu-

cation is not required and in no state

is a single year in college necessary.

We have now, as always, a great many
lawyers who are ethically and profes-

sionally capable, but who have no gen-

eral learning. Their ignorance of polit-

ical science is a national misfortune.

For a scientific view of human affairs

they substitute and cling to outworn
legal dogmas. For many of them
history began with the discovery of

America. The dogmatic, rather than

the scientific view of law, dominates

the profession and the bench.

For nearly thirty years the Ameri-

can Bar Association struggled with the

problems involved in educational re-

quirements. Gradually the tie be-

tween good education and good morals

became obvious. In 1921 the Asso-

ciation made its pronouncement. A
committee, headed by Mr. Elihu Root,

reported a resolution in favor of two
years of study in a college and three

years in a law school as the minimum

standard for admission to practice.

After notable debates, the standard

was adopted in the Section on Legal

Education and then by the Association

by large majorities.

The resolution provided also for the

calling of a national conference to

consider means for establishing the

standard by force of law or supreme
court rule in the various states. The
Conference of Bar Association Dele-

gates afforded the needed machinery
and a meeting was called for February,

1922, in the city of Washington. A
great deal of hostility must be over-

come before there can be anygeneral ac-

ceptance of the standard. Opposition

comes from lawyers who look upon
educational standards as a reflection on
their own shortcomings, and from the

proprietary schools. The latter, how-
ever, conceded most of the fight at the

start, making a stand only for an
"equivalent" to two years of college

study. Victory will come first in

states which have no proprietary

schools but good public universities.

Regulation of Conduct by the Bar
Itself

There remains, finally, the matter of

continuing regulation of conduct by
the bar itself. No other agency can

avail. Nor can an unorganized or

partially organized bar accomplish

this. A good start has been made
by the voluntary, exclusive, minor-

ity associations. But very generally

throughout the country disciplinary

work is weak and uncertain. In small

centers the ethically sensitive are too

close to offenders to be able to grip the

situation. It is safer to pass by on

the other side. In the large cities the

occasional penalties imposed are too

rare to be strongly deterrent, and they

lack the needed direction toward the

delicate relations of attorney to client

and advocate to judge.



42 The Annals of the American Academy

There would be little reason for

optimism on this score were it not for

a movement for inclusive bar organiza-

tion fathered by the Conference of Bar

Association Delegates. In 1920 a

committee, headed by Judge Clarence

N. Goodwin, reported a plan for or-

ganizing the bar of a state on an inclu-

sive and democratic basis. It starts

with the proposition that the bar

constitutes a body politic and that it is

necessary only to provide for it a

simple scheme of government by
statute or by rule of the state supreme

court. It is proposed that every

practising lawyer in the state be re-

quired to contribute annually to the

expense of the association and in return

for that be given an equal and practical

share in its management. This con-

trol is effectuated by requiring the

lawyers in each district, or circuit, to

elect, by mail ballots, their representa-

tive on the board of governors. This

board is to exercise disciplinary powers

and such other powers as may be

pertinent. It can create grievance

committees for cities, or counties or

districts and provide means for their

work.

It would be the duty of such a com-
mittee to investigate all complaints,

either from laymen or lawyers, and to

take such action as may be needed.

The protection of the innocent is quite

as important as the punishment of the

delinquent. This can be done more
effectually by a committee than by any
court, which must necessarily act

publicly. Its hearings would be quasi-

judicial and it would determine the

facts and make a record. The com-
mittee would also have the power to

compel the attendance of witnesses and
the production of evidence. The ac-

cused, if foimd guilty of improper

conduct, could accept the penalty

imposed, resign, or demand review by
the supreme court.

This would afford the ideal machin-
ery, impersonal in character, sustained

by a representative state body, able

to protect innocent persons through

privacy and to discipline offenders by
publicity. The courts would accept

assistance of this kind. Such a system
means democratic self-government and
self-discipline on the part of the bar.

Every lawyer is given equal represen-

tation with no requirement save that

he pay the annual dues, jn default of

which he must cease practising. There
can be under such a plan no large

element escaping responsibility by
refusing to do its share, and no element
contributing without a genuine voice

in affairs. The governors would in-

evitably be representative of the best

elements in the profession; not so

impossibly lofty as the reformers, but

assuredly jealous for the reputation of

the profession thus placed in their

keeping.

At the 1921 meeting of the Confer-

ence of Delegates, Chairman Goodwin
was able to report that a large number
of state associations were interested in

the proposal and that in several states

bills had been introduced in legislature.

In North Dakota the i5rst legislative

result was secured. The presumption

is that the voluntary associations will

merge in the inclusive bar and that

their social activities and interest in

general legal topics will continue as

formerly. This is not especially im-

portant because the existing associa-

tions might retain their present work
and selective memberships, leaving to

the organic bodies the functions which

they are not adapted to exercise.

Possibilities for Law Teachers

An account of the American bar

would be incomplete without reference

to the growing importance of the pro-

fessional law school teachers. The
practising lawyer who teaches occa-
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sionally fills a useful part and will not

soon be displaced, but there was little

improvement in legal education until

it was taken over by lawyers who had
no conflicting interests. The past

generation has seen the development

in this country of the best law schools

in the world, side by side with some of

the least worthy, in this respect paral-

leling the profession, which also reaches

the two extremes. Probably our best

lawyers are the ablest lawyers the

world has ever seen, and there can be

little doubt that our worst lawyers are

far below the lowest in other civilized

countries. Nowhere else is there a

class of lawyers comparable with the

shysters of the criminal courts of this

country.

To return to the professional teach-

ers; they are doing vastly more than

creating a method of pedagogy. Their

detachment from clients peculiarly

fits them to deal abstractly with law.

Their critique of decisions is whole-

some and helps to systematize the ideas

of practitioners and judges. They
would do well to hold themselves less

aloof from legislation, which is the

most conspicuous phenomenon of mod-
ern times.

There is reason for thinking that

this teaching class, constituting now,

with the practitioners and judges, a

third estate in the profession, is to

perform a work far beyond present

conceptions. We are drifting toward
a situation which calls for some heroic

work in respect to law. To some it

appears as a "restatement" of the law;

to some, as a partial codification; to

others, scientific legislation. Hereto-

fore there has been no agency for such

great service. It is becoming evident

that the law teachers will be best fitted

to function in this field. And to this

end there is needed imperatively a

study of jurisprudence in order that a

lasting foundation may be laid for the

most diflScult and far-reaching work
that lawyers have ever undertaken.

Present Theories and
Speculations

It is apparent that this article could

not have been written even a year or

two ago. There are at present other

theories and speculations which de-

serve consideration. The lawyer work-
ing under annual salary, whether for a
municipal corporation, a bank, trust

company, insurance company or large

firm of lawyers, presents a problem
as yet hardly realized. Such a lawyer

cannot be as closely attached to the

court in which he practises as to his

employer. This is not an ideal situa-

tion. Since responsibility for ethical

conduct must rest upon the lawyer's

personal reputation he should be a free

agent, subject only to professional

guidance and surveillance, and free

from moral overstrain. Nor should

lay agencies participate, directly or

indirectly, in the practice of law, either

by advising clients or by prosecuting

their suits, because they cannot, like

the individual lawyer, offer the sanctity

of a personal reputation which com-
pares with the ready assets which our

banking laws require. A corporation

cannot be disbarred.

The cost of a thorough legal educa-

tion is worrying some persons who
hold that it will bar applicants of small

means and make for a plutocratic bar.

They propose to divide the profession

into two classes : on one side, thorough-

ly educated lawyers with general pow-
ers and functions, and on the other,

partly educated lawyers with limited

powers. The suggestion that the less

educated might suflBce to counsel the

poor is so dangerous that it must be

condemned outright. The poor, the

ignorant, the unsophisticated most
need all the protection that can be
thrown about them. Low grade legal
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services are emphatically not the

cheapest.

Worry about improving legal educa-

tion derives partly from the belief

that the inferior law schools are too

strongly intrenched to be ousted or

reformed. This remains to be seen.

As for a division of the bar, it is sub-

mitted that the only division conceiv-

able is one between counselors and
advocates. But this cannot grow out

of two kinds of law schools. It is

possible that in time advocacy will

emerge as a recognized specialization

in a bar of greater solidarity than now
exists, just as the College of Surgeons

emerged from the American Medical

Society. But in such case the advocate

would have to rely on superior ability

to try cases. There is no prospect

that the general practitioner will ever

be deprived of his traditional power to

conduct litigation.

There is another way in which these

difficulties might be resolved. It lies

in encouraging the study of law, not

with a view to serve clients, but to fill

the places now taken by "house law-

yers" in private employment. A new
designation would have to be found

for this class. They would not be

entitled to perform any of the essential

functions of the lawyer. They would
be ineligible to judicial office. Their

education would not be a matter of

great public concern. This would
preserve a field for inferior law schools,

subject to competition from the uni-

versities which have added special law

courses for students in commerce,
transportation and executive training.

It is a good thing to have a knowledge

of law widespread in the commu-
nity, providing the rights of clients are

not jeopardized. This "outer bar"
would be as favorably situated to hold

public offices as is the lawyer himself

and thus the imagined danger of an

aristocracy of brains and knowledge

monopolizing statecraft and legislation

would be laid.

But whatever the outcome we must
aim to establish such standards of

education and ethics that the word
lawyer will always and everywhere

signify genuine competence and abso-

lute fidelity. This is no mere counsel

of perfection. It is entirely practical.

And as we progress we will be looking

toward a golden age when the legal

profession will be useful and respected

to a degree now barely foreshadowed.

Unlawful Practice of the Law Must Be Prevented

By Julius Henry Cohen
Counsellor-at-Law, New York City, Author of Law and Order in Industry, and The Law: Business

or Profession; Chairman, Committee on Unlawful Practice of the Law and Member,
Committee on Professional Ethics, New York County Lawyers' Association.*

CHESTER S. LORD, Chancellor

of the Board of Regents of the

University of the State of New York,

*Mr. Cohen is also author of Commercial

Arbitration and the Law (Appleton-19) ; and of

An American Labor Policy (Macmillan-19). He
contributed to the Annals in September, 1917,

("Administration of Business and Discipline by
the Courts") and in July, 1920 ("Collective

Bargaining and the Law as a Basis for Industrial

Reorganization"). The Editor.

said in an address to the Chamber of

Commerce of the State of New York on

February second last: "Quack doctors

and quack dentists have been driven

from the state. The regents are called

on constantly to prosecute illegal

practitioners and to revoke licenses for

law violation."

He reminded us that "not so very

long ago no educational test was re-
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quired of a dentist. Young men
entered offices and learned the business

by experience. Some of them became
very good dentists toward the end of

their lives but meantime their patients

were the victims of their search for

experience." An abscess in a tooth

resulting from a poor filling is a pretty

dangerous thing and something against

which we all agree the unsuspecting

patient should be protected. No one

questions the wisdom of regulating the

practice of medicine or the practice of

pharmacy, and we have come to recog-

nize that so important to health is

proper plumbing that we permit only

licensed plumbers to practise. The
care of horses and cows and other cattle

we regard of sufficient consequence to

permit only licensed veterinarians to

practise. Now it came to pass in the

very early history of civilization that

contact with the law required knowl-

edge and advice, and as the ignorant are

easily misled by quacks and charlatans,

the state undertook to make sure that

those who applied such knowledge and
gave such advice should be qualified.

The Social Need for a Bar

It was easy to adopt this principle

in the case of the lawyer. Historically,

he owes his position to the fact that he

is an "officer of the court," and, under

the court, subject always to discipline

for improper conduct.^ Where there is

no licensed bar, there is trickery and
chicanery. In China there is no li-

censed bar, but there are lawyers.

They are called "rascals of the law-

suit" (chung-guen) ,^ They undertake

to furnish legal advice and assistance

to the litigant, and, incidentally, to

capture the friendly ear of the court in

behalf of the litigant. If caught, they

are sent to jail. But the need for a

* The Law: Business or Profession? Chapters

IV. V, VI.
* Idein. p. 46.

bar produces one, even unlicensed.

For many years in our large cities the

poor, especially those who came from
foreign countries, where the notary

public was himself a trained official

competent to draw legal instruments,

were the prey of notaries who drew for

them not only leases and bills of sale,

but wills and other documents, and
undertook to give legal advice. Few
of these practices now exist in New
York or Kings County. With the aid

of the State Industrial Board, the

Committee on Unlawful Practice of

the Law of the New York County
Lawyers' Association and the Brooklyn
Bar Association have driven them out.

As Judge Crane pointed out in People

V. Alfani, 227 N. Y. 334:

Is it only in court or in legal proceedings
that danger lies from such evils? On the
contrary, the danger there is at a minimum,
for very little can go wrong in a court where
the proceedings are public and the presiding

officer is generally a man of judgment and
experience. Any judge of much active work
on the bench has had frequent occasion

to guide the young practitioner or protect

the client from the haste or folly of an older

one. Not so in the office. Here the client

is with his attorney alone, without the

impartial supervision of a judge. Igno-
rance and stupidity may here create dam-
age which the courts of the land cannot
thereafter undo. Did the legislature mean
to leave this field to any person out of

which to make a living? Reason says no.

Practising law as an attorney likewise

covers the drawing of legal instruments as

a business.

The Committee on Unlawful Prac-

tice of the Law of the New York
County Lawyers' Association owes its

existence to a study of this problem

made by a special committee in the

year 1914. This committee reported

the conditions as they were found in

New York City and stressed the need

for a continuous investigatory and
prosecuting agency. The work of the

Committee, however, is not limited to

the prosecution of notaries public and
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individuals who pretend to be qualified,

yet are not licensed to practise law, but

has extended to the field of corporate

endeavor. Not much argument is

necessary to convince the layman that

wherever special and expert skill is

required, the state should protect him,

as it does in the case of the dentist and
the druggist and the doctor. But it is

the common view that it does not

require much skill to draw a lease or

a contract or a will. Writers like

Graham Wallas, for example, wonder

why one should be obliged to pay a fee

to a lawyer for drawing an instrument

when forms could be easily prepared

by the state that laymen could fill in.

Cabeless Legal Work a Cause
OF Litigation

Of course, every lawyer knows how
dangerous a doctrine this is, and yet

how profitable to the bar acceptance of

it becomes, for it is just the careless

drawing of legal documents that makes
for litigation. The New York State

Bar Association in the year 1914 made
a study of the causes of preventable

litigation and discovered that the

largest percentage of litigation came
through improperly drawn contracts

and wills. Too often even capable

business men treat the drawing of a

lease as though it were a purely formal

matter, taking the advice of a real

estate broker or a justice of the peace.

We are all so slipshod generally in this

country that any effort to use language

carefully and with definite meaning is

looked upon with disdain. In his

interesting book. The Behavior of

Croiods, Everett Dean Martin traces

the popular contempt for knowledge

to the "personal inferiority complex"
and the desire of the crowd to put

everyone on a level. Whether this is

true or not, it is the fact that only the

person who is himself trained in some
art appreciates the value of training

in others. It is the experienced busi-

ness man who realizes the value of

the lawyer's care and advice, not the
ignorant one.

I once heard Chancellor Day of the

Syracuse University at a public dinner

arouse an audience of business men to

enthusiasm with the suggestion that

if only we sent business men to Con-
gress instead of lawyers, we should be
much better off. He was followed by
Martin Littleton, who at once sug-

gested that this would be entirely

satisfactory to the lawyers, for, if the

business men would make the laws and
leave to the law^'ers the litigation that

would follow, it would be a splendid

division of labor. And it is true of

legal documents, as well as of legislation

that the slipshod, careless and in-

different use of language only leads to

the employment of lawyers.

Corporations and Trust
Companies in Legal Capacity

In the case of the notaries, the poor
and the weak are preyed upon. But
what of the corporations that draw
deeds and wills and other documents?
Are they not expert, perhaps more
expert than the lawyer? Doctor
Frank Crane, writing in the Globe the

other day, said: "Even able lawyers

have been known to make wills that

would not stand. For this reason trust

companies are comingmore and more in

favor among testators who desire to

make sure that their property will be
disposed of according to their wishes."

But the trust companies of New
York City have come to realize that

this is wrong doctrine. They subsist

upon the confidence of the public in

the fiduciary relationship. The trust

company is something that somebody
trusts. The trustee is one who holds

property in trust for another. Now, it

is precisely that fiduciary principle

which the lawyer must apply almost
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every moment of his work. He is not

only the trustee of property. He is

the trustee of vital things. He knows
the secrets of the client. He knows
intimately the family relations. He
must be trusted to keep them confi-

dential. The dentist may leave you
with an abscess in your tooth that

may, it is true, ultimately lead to your

destruction, but, after all, that is only

a physical worry. The lawyer who
betrays his trust may leave you with an

abscess that eats into the very heart

of your family life after you are dead

and gone. Never before in the history

of the bar has so much dependence

been placed upon the confidence which

is reposed in lawyers. Not an enter-

prise of any consequence, not a rela-

tionship of any pecuniary importance

is formulated without the participation

in some way of the lawyer, and to draw
the documents requires a knowledge of

the human factors involved. We are

very far away in actual life from Quirk,

Gammon and Snap and their scheme

with Tiddlebat Titmouse, though if

the layman needs instruction on this

matter of what happens when the

lawyer fails to apply the high standards

of his profession and sets out to betray

the trust reposed in him, he need but

read Warren's Ten Thousand a Year.

The Fiduciary Principle

It is the fiduciary principle, then,

which is the breath of life of the pro-

fession. It is also the breath of life

of the trust company. The New York
City trust companies have learned,

therefore, that the fiduciary principle is

not preserved when the trust company
draws the will for the proposed client.

It may, indeed, act as trustee of his

property. It may, indeed, counsel

him on business matters. But when
it comes to drawing his will, or, for that

matter, the deed of trust by which the

trust company is to be his trustee, the

trust company lawyer cannot act both
for the trust company and the maker of

the will without violating the fiduciary

principle. No man can serve two masters.

It is precisely at this point that the

differentiation between business and
profession occurs. The drawing of a
will is a human thing. It is not a mere
matter of phraseology and typewriting.

It involves intimate knowledge of

family relations, an inner grasp of the

secrets of him who is about to prepare

a record of his last wishes. What he
does by this document may mar or

make those dependent upon him and
may mar or make his own record.

Nothing short of the completest con-

fidence and disclosure will do: there-

fore, the direct personal relationship

between attorney and client; therefore,

the necessity for preventing or preclud-

ing a conflict of duties.

In the analysis of the philosophy

underlying these relations, it is a very
significant thing that the Committee
on Professional Ethics and the Com-
mittee on Unlawful Practice of the

New York County Lawyers' Associa-

tion are acting on the same funda-

mental principles. In Question and
Answer No. 201 the Committee on
Professional Ethics said:

In the opinion of the Committee is there
any professional impropriety on the part of

a lawyer entering into the formation of a
partnership with a certified public accoimt-
ant for the practice of public accounting and
tax report service?

A majority of the Committee is of the

opinion that the implication of the arrange-
merd and of the question is that the partner-

ship furnishes the legal survices of the latoyer

to its customers; they consider that such
exploitation of professional services for the

profit of or hy those who are not entitled to

practice law {in whatever guise cloaked) is not

professionally proper, because it admits to the

emoluments of the office those who are not en-

titled to its privileges or bound by its discipline

or amenable to summary correction, and
affords an opportunity to the layman to give

legal advice.
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The collection agency thrives on the

solicitation and advertisingfor business.

The la>\'yer may not solicit or adver-

tise. What this means is fully dis-

closed in the discussions in the two
cases of Matter of Schwarz, 175 App.
Div. 335, and Matter of Schivarz, 195

App. Div. 194. ^Vllen the lawyer

really begins to advertise as business

men advertise to get business, he

lowers himself and his profession. He
impairs the fiduciary principle. If he

is not to advertise or solicit directly,

what shall we say then of the lay agency

which does the advertising and makes
the profit, utilizing the lawyer as a

mere employe, selling his service

without any direct responsibility be-

tween him and the client.

Duty OF the Bar to Safeguard
THE Community

It is for these reasons that the bar

carries the responsibility of preventing

the so-called practice of the law by
corporations and laymen. It is no

answer to say that not all lawyers are

properly equipped, or that not all

lawyers are men who observe the

fiduciary principle. It is the duty of

the bar to see that lawyers are properly

equipped and that all do observe the

fiduciary principle. This duty, let it

be frankly admitted, has not been fully

l)crformed by the bar. To meet this

duty fully it is now organizing. It

must take steps to see that a bar

adequately trained, of moral character,

Ijerforms the service to the community;
but it must also perform the duty of

safeguarding the community from those

who have not even the present limi-

ted training required for admission to

the bar, and it must also protect the

community from itself treating the

lawyer's services as a "jobber treats

merchandise." When that happens,

the lawyer as a professional man goes.

But with him goes the fiduciary princi-

ple, so vital and so essential for the

protection of the community in the

relation between lawyer and client.

The doctrine of caveat emptor will not

give to the community the protection

it must have in such a relationship.

Only the highest and best standards

will do. No others will suffice. The
layman is not able to protect him-
self. The community must do it for

him.

A Selected Bibliography on Legal Ethics

Ethics of the Legal Profession, by Orrin N.
Carter, Judge of the Supreme Court

of Illinois. Pp. 116. Chicago: North-

western University Press, 1915.

A most illuminating compendium of the

subject, with an introduction by Professor

John E. Wigmore. Contains profuse cita-

tions and an extensive bibliography; also,

the Canons of Ethics of the American Bar
Association.

Cases and Other Authorities on Legal Ethics,

by George P. Costigan, Jr., Professor of

Law in Northwestern University. Pp.

616. St. Paul: West Publishing Com-
pany, 1917.

This is x)ne of the West Publishing Com-
pany 's Case Book Series, published under

the editorship of Professor Wm. R. Vance
of the Yale Law School. Beside leading

cases on the conduct of lawyers adjudicated

in the courts, there is included the Canons
of Ethics of the American Bar Association

and also those of the Boston Bar Associa-

tion; also, the classic Fifty Resolutions of

David Hoffman and many of the answers

to questions on legal ethics propounded to

the Committee on Professional Ethics of

the New York County Lawyers' Associa-

tion. Quotations from the published opin-

ions of many lawyers on various questions

of legal ethics are also given.

Ethics in Service, by William H. Taft, Chief

Justice of the United States. Pp. 101.

New Haven: Yale University Press, 1915.
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This is a series of lectures given at Yale

University under the provision of the Page
Foundation. In the first two lectures,

"History of the Profession of Law" and
"Legal Ethics," the practising lawyer will

find many pertinent suggestions.

A Course of Legal Study, by David Hoffman,
2 Vol. 2d ed., Baltimore, 1836.

In this book were first published the

memorable "Resolutions" formulated by
HoflFman for the assistance of the young
practitioner. They have become a classic

in the literature of the law and an authority

in the study of legal ethics. They are

given in the Appendix of Costigan's book
cited above.

Essay on Judicature, by Sir Francis Bacon.

Bacon's "Works," Vol. 1.

Blackstone's Commentaries on the Laws of

England. Chicago: Bancroft edition,

1915-16.

Law: Its Origin, Growth and Function, by
James C. Carter. New York: Putnam,
1907.

Laws and Jurisprudence of England and
America, by John F. Dillon. Boston:

Little, 1895.

American Lawyer, by John R. Dos Passos.

New York: Banks, 1907. •

Nature and Sources of the Law, by J. C.

Gray. New York: Lemcke, 1909.

Lawyer in Literature, by J. M. Gest.

Boston: Boston Book Company, 1913.

Collected Legal Papers, Oliver Wendell

Holmes, "The Common Law." New
York: Harcourt, 1920.

Law of Attorneys, Solicitors and Agents, by
Robert Maughm. London, 1839.

Field of Ethics, by G. H. Palmer. Boston

:

Houghton Mifilin, 1901.

Orations and Essays, by E. J. Phelps. New
York: Harper, 1901, p. 106.

History of English Law, by F. Pollock and
F. Maitland, 2d. ed. 2 Vol. Boston:

Little, 1895. Vol. I, p. 194.

Treatise on Equity Jurisprudence, by J. N.
Pomeroy, 3d. ed. Chicago: Bancroft,

1905. Sec. 960.

Treatise on American Advocacy, by A. H.
Robbins, 2d. ed. Central Law Journal,

1913.

Essay on Professional Ethics, by George

Sharswood, 5th ed. Philadelphia: T. and
J. W. Johnson, 1907.

Treatise on Attorneys at Latv, by Edward
Mark Thornton, 2 Vol. New York:

Thompson, 1914.

Essays in Legal Ethics, by George W.
Warvelle, 2d. ed. Chicago: Calahan,

1920.

Treatise on Attorneys and Counselors-at-Law,

by E. P. Weeks, 2d. ed. Chicago:

Bancroft, 1892. Sec. 14.

Memoirs of the Life, Character and Writings

of Sir Mathew Hale, by J. B. Williams.

London, 1835. P. 197.

Lauyyer's Official Oath and Office, by J. H.
Benton. Boston: Boston Book Com-
pany, 1909.

Hints on Advocacy, by Richard Harris, 14th

ed. Boston: Little, 1911.

A Book About Lawyers, by John Cordy
Jeaffreson. London : Hurst and Blackett,

1867.

A Philadelphia Lawyer in the I^ndon
Courts, by Thomas Leaming. New York

:

Holt, 1911.

Barrister-at-Law: An Essay on the Legal

Position of Counsel in England, by James
R. V. Marchant. London: William

Clowes and Sons, Ltd., 1905.

Day in Court, by Francis L. WeUman. New
York: Macmillan, 1910.

Conduct of Lawsuits Out of and In Court, by
John C. Reed, 2d. ed. Boston: Little,

1912.

Facts as Subjects of Inquiry by Jury, by
James Ram, 4th ed. New York: Baker,

1890.

Gibbon's Rome, Decline and Fall. Vol. 2,

chap. ,17.

In addition to this list of larger works

dealing with the subject of "Legal Ethics"

is appended the following list of articles and
addresses on the subject printed in legal

and other publications.

Articles and Addresses Dealing with
THE Subject of Legal Ethics

"A Code of Legal Ethics," by Charles A.

Boston, published in The Green Bag, May,
1908.

"Legal Ethics," an address delivered by
Charles A. Boston before the Commercial

Law League of America, Bulletin of the

League, September, 1913, and reprinted,

American Legal News, Vol. 24, No. 8,

August, 1913, p. 15.
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"The Lawyer's Conscience and Public

Service," by Charles A. Boston, Atlantic

Monthly, Septemlwr, 1914.

Publication by Albany Law School of

addresses made since the endowment in

1902 of a Chair of I^gal Etliics. Pub-

lished semi-annually.

Reports of the Committee on Etliics of the

American Bar Association during the

years 1905 to 1908, published in the

annual reports of the Association.

"The Moral, Social and Professional Duties

of Attorneys," an address delivered by
Samuel Warren before the Incorporated

Law Society of England. English edi-

tions 1848 and 1852, four lectures. Amer-
ican edition, Albany, 1870.

"Proposed Ethical Code," published in

Bench and Bar, Vol. 14, No. 3,September,

1908: p. 89.

"The Code of Ethics and its Enforcement,"

by Alexander H. Robbins, the Central

Law Journal, Vol. 75, No. 23: p. 419.

"Correcting Abuses in the Bankruptcy
Practices," by J. Howard Reber, the

Bulletin of the Commercial Law League
of America, Vol. 17, February, 1912: p. 2.

"The French Bar" by Paul Fuller, Vale

Law Journal, Vol. 16, No. 7, May, 1907:

p. 447.

"The Legal Ethics Clinic of the New York
County Lawyers' Association," pub-

lished in the Illinois Law Review, Vol.

7, No. 9, April, 1913: p. 554.

"An Interesting Ethical Tribunal," pub-
lished in Bench and Bar, new series.

Vol. 9, No. 8, 1914: p. 333.

"The Illegal Practice of the Law versus

the Unprofessional Practice of the Law,"
and "Cooperation versus Solicitation in

Bankruptcy," by Julius Henry Cohen,
ATnerican Law News, Vol. 23, No. 11,

November, 1912: p. 3; and Vol. 23, No.
12, December, 1912: p. 11.

"Some Problems of Legal Ethics," by
Thomas Patterson, Case and Comment,
Vol. 24, No. 8, January, 1918: p. 603.

"Unlawful Practice of the Law," and
"Ethics," published in Bulletin of the

Commercial Law League of America, Vol.

27, No. 1, January, 1912: p. 28; p. 32.

"The French Code of Ethics," the Green

Bag, Vol. 23, No. 1, January, 1911:

p. 16.

"The Growing Disrespect for Lawyers,"

by Julius Henry Cohen, Bulletin of the

Commercial Law League of America,

Vol. 17, February, 1912: p. 3.

"New York State Association of Trust

Companies and Banks in Their Fiduciary

Capacity," the report of the Committee
on Relations of Trust Departments of

Trust Companies and Banks with the

Legal Profession, February 25, 1921.



The Professional Organizations, Training and
Ethical Codes of Physicians, Dentists,

Nurses and Pharmacists

By A. D. Whiting, M.D.
Philadelphia, Pennsylvania

THE medical profession may be

justly so termed because its "prime

object is the service it can render

to humanity." Its members have

attainments in special knowledge and
have as a vocation the application

of this knowledge for the benefit of

others. Reward or financial gain is, as

a general rule, a subordinate considera-

tion. Thousands of physicians give

largely and nobly of their time and
skill to the poor. The most enlight-

ened physicians of today are advanc-

ing preventive medicine, which tends

to do away with a great deal of medical

practice. Those who regularly render

a large part of their services to their

fellowmen gratuitously and are con-

stantly striving to eradicate their own
means of livelihood by preventive

medicine are nearing the pinnacle of

idealism in their professed object—the

service they can render humanity.

The Organizations of Physicians

A most noted characteristic of

modern medicine is a cooperation

which is rapidly becoming interna-

tional in extent. Group organization

in the profession is widespread, from
the small hospital staff conferences

through the numerous and various

societies of specialists, county societies,

and state societies to the national

organizations.

The hospital staff conferences are of

great value to the staff and consequent-

ly to the patients. The various hospi-

tal staffs govern their own meetings.

Usually, records of many interesting

or puzzling cases are reviewed and
thoroughly discussed; treatment,

whether operative or non-operative, is

analyzed; results are noted. These
conferences acquaint the staff with the

various activities of the hospital, many
of which lie beyond their individual

line of medical work, tend to create a

close cooperation among the staff

members, and often between the staff

and the hospital administration, and
always stimulate individual endeavor.

These staff meetings are required by
the rules of hospital standardization

promulgated by the American Medical
Association and the American College

of Surgeons.

The County Society

The county medical societies form
the local divisions of the state medical

societies; the latter, combined, form the

American Medical Association, the

national body.

The Philadelphia County Society, as

an example, was instituted in 1849 and
incorporated under the laws of the

state of Pennsylvania, in 1877. Mem-
bership is limited to graduates "of an
institution legally authorized to confer

the degree of doctor of medicine" who
must be legally qualified to practise

medicine in the state of Pennsylvania

and must be citizens of the United
States. The names of applicants for

membership are read at a stated meet-
ing of the Society, published twice, and
then voted upon by a Board of Censors.

A member of any other county society

aflSliated with the American Medical
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Association may be transferred to the

Philadelphia County Society. The
county society is the only portal of

entrance to the state and national

societies.

The rules of membership provide

that "any physician who shall procure

a patent for a remedy or for an instru-

ment of surgery, or who sells or is

interested in the sale of patented

remedies or nostrums, or shall give a

certificate in favor of a patented or

proprietary remedy or patented in-

strument, or who shall enter into

agreement to receive pecuniary com-
pensation or patronage for sending

prescriptions to any apothecary, shallbe

disqualified from becoming a member;
or if already a member, upon conviction

of such offense shall be ipso facto de-

prived of membership.

"

The general business of the Society

is in charge of a Board of Directors.

From its membership the following

committees are appointed : (a) a Com-
mittee of Scientific Program, which has

charge of the scientific programs; (b)

a Finance Committee, which has super-

vision of the funds of the Society; (c)

aCommittee on Medical Defense, which

looks after the defense of members in

suits for alleged malpractice; (d) a

Committee on Publication, which has

charge of the publications of the So-

ciety; (e) a Committee on Branch Soci-

eties, which looks after and reports on

the several branch societies.

"Stated meetings of the Society,"

it is ordered, "shall be (a) business

meetings, which shall be held on the

third Wednesdays of January, April,

June and October, respectively, at

8.30 o'clock p.m.; (b) scientific meet-

ings which shall be held on the second

and fourth Wednesdays of each month
from September to June, both in-

clusive, at 8.30 o'clock, p.m."

Branches of the Society may be

formed for the transaction of scientific

business. The annual dues of the

Society are $8.

The code of ethics is that of the

American Medical Association,* viola-

tion of which subjects the offending

member, upon conviction, to censure,

suspension, or expulsion from the

Society.

The members of the Society may be

disciplined by reprimand suspension or

expulsion "for the infraction of any
by-law, or for acts or conduct which

may be deemed disorderly or injurious

to the interests of, or hostile to the

objects of the Society, or for acts or

conduct which may tend to lower the

standard of the medical profession or of

the practice of medicine, by a vote of

two thirds of the members present at a

business or special meeting of the

Society."

All moneys of the Society are ex-

pended by previous appropriation or

by special authorization of the Board

of Directors.

The Philadelphia County Medical

Society issues The Weekly Roster as its

oflficial publication.

Every state in the Union has similar

county societies all subject to the

Principles of Medical Ethics of the

American Medical Association, each

being a component part of its state

society, all having similar objects and
aims, the advancement of the practice

ofmedicine and the scienceof medicine.

Application for membership in any of

the societies is volitional on the part of

the medical profession; non-member-

ship does not carry with it any penalty

imposed by the profession other than

the stigmata of non-membership.

The State Medical Society

The Medical Society of the State of

Pennsylvania, which was organized in

1848 and incorporated under the laws

of the state in 1890, may be used as an
1 For this code see page 260.



The Professional Organizations 53

example of the organizations found in

every state in the country, Alaska,

District of Columbia, Hawaii, Isth-

mian Canal Zone, Philippine Islands

and Porto Rico.

The purposes of this Society, as

stated in the constitution, "shall be to

federate and bring into one compact
organization the entire medical profes-

sion of the state of Pennsylvania; to

unite with similar societies of other

states to form the American Medical

Association; to extend medical knowl-

edge and advance medical science; to

elevate the standard of medical educa-

tion and to secure the enactment and
enforcement of just medical laws; to

promote friendly intercourse among
physicians; to guard and foster the

material interests of its members and
to protect them against imposition;

and to enlighten and direct public opin-

ion in regard to the great problems of

state medicine, so that the profession

shall become more useful to the public

in the prevention and management of

disease and in prolonging and adding

to the comfort of life."

Membership in the state society is

limited to citizens of the United States

who are members in good standing in

their county medical societies and phy-

sicians who may occupy a teaching

position with any college or university

in the state.

The legislative power of the Society

is vested in the House of Delegates,

composed of one delegate from each

county society for each hundred mem-
bers of that society, the presidents of

the county societies, the president of

the State Society and the trustees.

Annual meetings of the Society are

held in October of each year at such

place as may be determined upon by
the House of Delegates.

The funds of the Society are raised

by an annual assessment on each

member of the several component

county societies, and paid by thecounty
society out of the dues of its members.
Out of the funds, each year, a sum not

exceeding $1 for each member is set

aside as a special Medical Defense

Fund to be used for the legitimate

expenses of members threatened with

or prosecuted for alleged malpractice.

Also, a sum not to exceed $1 is set

aside each year as a Medical Benevo-
lence Fund to be used only for the

relief of pecuniary distress of sick or

aged members or the parents, widows,

widowers or children of deceased mem-
bers.

It is the duty of the House of Dele-

gates to foster the scientific work and
spirit of the Society, to use its influence

to secure and enforce all proper medical

and public health legislation, to diffuse

popular information in relation thereto,

and to encourage graduate and research

work.

The state is divided into nineteen

censorial districts, each having a

separate board of censors composed of

members of the component county

societies, whose duty it is to consider ap-

peals from decisions of county societies

by members who have been censured,

suspended or expelled. The state is

also divided into ten councilor dis-

tricts, with one councilor for each

district. Each councilor is the organ-

izer and peacemaker for his district,

visiting the counties in his territory at

least once yearly for the purpose of

organizing, of studying the condition

of the profession, and of improving and
increasing the zeal of the county soci-

ety and the members. The Board of

Councilors is the judicial council of the

Society. It considers all questions

involving the rights and standing of

members, all questions of an ethical

nature, and decides all questions of

discipline affecting conduct of members
of component county societies on which

an appeal is taken from a board of
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censors, with no appeal from its find-

ings. The Board is authorized to

employ a member of the bar as legal

counsel for the Society.

Activities of State Medical
Societies

A great deal of the work of the

Society is done by its committees. A
Committee on Scientific Work deter-

mines the character and scope of the

scientific proceedings for each session.

The Committee on Public Health

Legislation represents the Society in

seciu-ing and enforcing legislation in the

interest of public health and scientific

medicine. The Committee on Society

Comity and Policy keeps informed

concerning matters between the Soci-

ety and the American Medical Associa-

tion, between this Society and the

county medical societies and between
the county societies and their members.
The Committee on Health and Public

Instruction attempts to bring together

the lay people and the profession, in-

creasing the confidence in scientifically

trained physicians and uniting the

public and the medical profession in a
campaign for better health condition.

The Committee on Benevolence has

absolute and confidential jurisdiction

over the distribution of such part of the

Medical Benevolence Fund as may be
placed in its hands. The Press Com-
mittee has general censorship over all

matters for the public press in connec-

tion with the transactions of the general

meetings, the scientific sections and the

House of Delegates.

The following special committees of

the Pennsylvania State Society carry

out the piupose for which they were
created, as indicated in their titles:

—

The Committee on Defense of Medical
Research, on Promotion of EflScient

Laws on Lisanity, on Archives, on
Physical Education, on Revision of the

Constitution and By-Laws, to In-

vestigate Community Needs for Hospi-

tals, Commission on Conservation of

Vision and the Commission on Cancer.

A Board of Trustees has full charge

of properties and the financial affairs

of the Society. It provides for and
superintends the publication of the

official organ of the Society, the Penn-
sylvania Medical Journal, published

monthly, and of all proceedings, trans-

actions and memoirs of the Society.

An executive secretary organizes the

medical profession for efficient action

on proposed or pending legislation of

interest to the public and the medical

profession. He also organizes the

machinery for the investigation of

illegal practitioners of the healing art

in the state.

The Principles of Medical Ethics of

the American Medical Association *

govern the conduct of members in

their relation to each other and to the

public.

The American Medical Association

The American Medical Association

was organized in 1847, and reorganized

in 1901. Headquarters are in Chicago,

Illinois.

"The object of this Association,"

states its constitution, "shall be to

federate into one compact organization

the medical profession of the United

States, for the purpose of fostering the

growth and diffusion of medical knowl-

edge, of promoting friendly intercourse

among American physicians, of safe-

guarding the material interests of the

medical profession, of elevating the

standard of medical education, of

securing the enactment and enforce-

ment of medical laws, of enlightening

and directing public opinion in regard

to the broad problems of state medicine,

and of representing to the world the

practical accomplishments of scientific

medicine, with power to acquire and

* See page 260.
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hold property, publish journals, etc."

Membership is limited to such
members of the state societies together

with their affiliated local societies, as

apply for admission. The application

for membership must be accompanied
by a certificate of good standing in a

county society, signed by the president

and secretary of that organization.

The control of the Association rests

with a House of Delegates, which con-

sists of one delegate for every 500
members of each permanently organ-

ized state or territorial medical society;

,
one delegate from each section of the

Association, and one delegate each

from the Medical Department of the

United States Navy, United States

Army, and the United States Marine
Hospital Service.

Officers of the Association are elected

by the House of Delegates to serve for

one year. The president is not eligible

for reelection.

An annual session of the Associa-

tion is held at such time and place as

determined by the House of Delegates.

Funds of the Association are raised

by an annual assessment on its mem-
bers of not more than ten dollars, by
voluntary contributions for specific

objects, and from the profits of its

publication. Members may be dropped
from the rolls if the dues or assessments

remain unpaid for one year. Funds
are appropriated by the House of

Delegates.

A Board of Trustees of nine mem-
bers has charge of the publication of all

proceedings, transactions and memoirs
of the association. It appoints an
editor and such assistants as are

necessary for these publications, deter-

mines salaries, etc.

To expedite and systematically per-

form its appropriate scientific work,
the Association is divided into fifteen

sections, each of which is devoted to

the encouragement and pursuit of

knowledge in one of the recognized

branches into which the science and
art of medicine are for convenience

divided.

The general management of the

Association is under the Board of

Trustees. There are five standing

committees, and as many special com-

mittees or councils as are needed fully

to carry out the purposes of the Associ-

ation.

The Committee of Arrangements has

full charge of the annual meetings of

the Association. The Judicial Council

investigates and reports on all questions

of a judicial character, interprets the

code of ethics, etc. A Committee on

Medical Legislation represents the

Association in legislative matters per-

taining to public health and scientific

medicine. A Committee on Trans-

portation secures special transportation

facilities, rates, etc., for the members
attending the annual meetings. The
Council on Health and Public Instruc-

tion has in charge the instruction of the

public in regard to infectious diseases

and other subjects affecting the health

of the community. The Council ar-

ranges for public addresses in practi-

cally every state in the Union for the

instruction of the public. The Council

on Medical Education and Hospitals,

founded in 1904, exercises influence on

medical colleges in relation both to

entrance requirements and to the

courses given. The work of this

Council has been of the greatest benefit

to the public in decreasing the number
of low grade medical schools and con-

sequently of incompetent and un-

scrupulous physicians. {Vide infra.)

The Council onPharmacy andChem-
istry (a standing committee of the

Board of Trustees) investigates pro-

prietary medicines submitted for study

by manufacturers, or at the request of

members of the Association, and thus

puts a decided check on the exploita-
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tion of the medical profession by pa-

tent medicine makers and the swindling

of the people by quacks and quackery.

The Council defines *'})roprietary

articles" as any "chemical, drug, or

similar preparation used in the treat-

ment of disease, if such article is

protected against free competition as

to name, product, composition or proc-

ess of manufacture by secrecy, patent,

copyright, or in any other manner."
It has adopted certain rules governing

the acceptance or rejection of these

articles with the "object of protecting

the medical profession and the public

against fraud, undesirable secrecy and
objectionable advertising in connec-

tion" wnth such articles. The ac-

ceptable articles are published in a

yearly volume, with supplements, en-

titled New and Non-official Remedies.

The rejected articles are so reported

with other questions of an informative

nature from the journal's Bureau of

Investigation, from the Council, and
from the laboratory of the Association,

under the heading "The Propaganda
for Reform, " which appears weekly in

the journal of the Association.

The Council is truly representative

of the best thought in the field of med-
icine, consisting of sixteen members,
twelve of whom hold professorial posi-

tions in the leading medical colleges of

the country, and a staff of clinical

consultants of fifteen, thirteen of whom
hold similar positions.

The official organ of the Association

is its Journal ot fhe American Medical

Association, founded in 1882. It is

published weekly with a circulation of

over 80,000 copies. Its original arti-

cles are by representative physicians

and cover the whole field of medicine.

The Journal has a Therapeutic De-
partment with practical suggestions

for the treatment of the commoner
diseases; a Medicolegal Department
which summarizes important judicial

decisions which affect the medical

profession; a Propaganda Department
which exposes the nostrum evil; a

department of New and Non-official

Remedies {vide supra). The Journal

also contains an epitome of the medical

literature of the world, society reports

of the greater number of prominent
societies of the country, editorials

touching all points of medical progress,

reports on medical education and state

boards of registration, etc.

The Principles of Medical Ethics' of

the American Medical Association, as

adopted in 1912, are divided into three,

main headings: The Duties of Phy-
sicians to Their Patients; the Duties of

Physicians to Each Other and to the

Profession at Large, and the Duties of

the Profession * to the Public, with

several sub-headings under each.

These Principles of the American
Medical Association are adopted by all

of the component state societies and by
the county societies throughout the

country and so may be looked on as the

national code which regulates to a

greater or less extent the professional

actions of all members of the medical

profession.

Beside the county, state and Amer-
ican Medical Societies, which include

in their membership all physicians,

there are numerous other local and
national medical societies devoted more
or less to special branches of medicine.

With very few exceptions, these na-

tional bodies hold annual meetings,

many of them coincidently in Washing-
ton, D. C. In footnote four,^ below, is

given a list of these national American
societies, their names giving an inkling

of the branch of medicine to which

their deliberations are devoted.

» See page 260.

* List of National Medical Societies

American: Academy of Medicine, Academy
of Ophth. and Oto-Lar., Association of Anato-

mists, Association of Genito-Urinary Surg's,
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Admission to the Medical
Profession

The standards regulating the ad-

mission to the medical profession have

been raised very decidedly during the

past few years, and the privilege to

practise after becoming a member of

the profession is being granted under

constantly increasing restrictions. The
Council on Medical Education and
Hospitals, of the American Medical

Association, has classified all medical

colleges in the country according to

standards adopted after years of prop-

aganda, study of the requirements of a

thorough medical course, and thorough

inspection of the schools. The Coun-
cil secures data relating to each school

which is grouped under four general

heads in such a manner that each group

is of equal importance. These data

concern the faculty, the product, the

administration and supervision, and
the buildings and equipment, and each

group is allowed twenty-five points.

Medical schools containing 70 per cent

or above of these requirements are

classed as A; those between 50 per cent

and 70 per cent, as B; and those con-

taining less than 50 per cent, as C.

Under the subject "product" are

placed the qualifications of students

admitted, the "premedical courses,"

etc. At the present time six states

require a preliminary education of

Association of Obst., Gym. & Abd. Surg.,

Association of Path, and Bacteriologists,

Association of Physicians, Association of Railway
Surgeons, Child Hygiene Association, Climato-

logical and Clin. Association, Dermatological

Association, Electrotherapeutic Association,

Gastro-Enterological Association, Gynecological

Society, Laryngological Association, Laryn.,

Rhin. and Otol. Society, Neiu-ological Association,

Ophthalmological Society, Orthopedic Associa-

tion, Otological Society, Pediatric Society,

Physiological Society, Proctologic Society,Psychi-

atricAssociation, Psychopathological Association,

Public Health Association, Roentgen Ray Soci-

ety, Society of Tropical Medicine, Surgical

four years high school before entering

the medical schools of that state; four

require one year college course ; thirty-

seven require a two year college course,

while the District of Columbia and
Wyoming have no fixed standard.

Separate medical colleges have require-

ments higher than those demanded
by the state. In 1910, 15.3 per cent of

the graduates in medicine had a

collegiate degree; in 1921, 46 per cent

had a similar degree.

Of the eighty-eight medical colleges

rated by the American Medical Associ-

ation in the United States, seventy are

classed as A, eight as B and eight as C,

while two are unclassified. Eleven of

these medical colleges give only the

first two years of the medical course.

In 1906, there were 162 medical

schools or colleges in the United States.

The marked decrease in the number of

medical colleges is the result of the

universal demand for higher standards

in medical education, and especially in

the requirements for admission to

medical schools. The old "diploma

mill" is a thing of the past.

With the decrease in the number of

medical schools there has been a de-

crease in the number of medical stu-

dents and graduates. In 1904 there

were 28,142 medical students, in 1913,

17,015 and in 1921, 14,872. There were

5,747 graduates in medicine in 1904,

3,679 in 1913 and 3,192 in 1921. Many
of the medical schools have limited the

Association, Therapeutic Society, Urological

Association.

Association of Military Surgeons of the United

States, Congress Am. Phys. & Surgs. of N. A.,

Conference of St. and Prov. Health Auth's,

Medical Association of the Southwest, Mississ-

ippi Valley Medical Association, Missouri Valley

Medical Society of the National Association for

Study of Epilepsy, National Association for

Study of Pellagra, National Tuberculosis Associa-

tion, Society of Amer. Bacteriologists, Southern

Medical Association, Southern Surgical Associa-

tion, Western Surgical Association,
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number of matriculates in the first

year.

The standard medical course in the

colleges is four years. Ten medical col-

leges have adopted the requirement of

a fifth year to be spent by the student

as an interne in an approved hospital

before the degree of M.D. will be

granted.

According to published statistics

gathered by the American Medical

Association there are 353 medical

colleges in all countries. In most of

the principal countries a four year

course is given.

The privilege to practise in any

state is regulated b> the laws of that

state.^ These laws differ somewhat,

but have the same underlying objects:

the protection of the public against the

practice of medicine by men not prop-

erly qualified. With the exception of

Colorado and New Mexico, every state

requires that the applicant for regis-

tration shall have a diploma and pass

an examination. An examination

given under federal authority to med-
ical officers of the United States Army,
Navy, and Public Health Service is rec-

ognized by most state licensingboards.

A National Board of Medical Exam-
iners was established in 1915 for the

purpose of conducting examinations of

physicians that would be so thorough

that there would be no doubt of their

qualifications to practise medicine. The
certificate of this National Board is

recognized at the present time by
twenty-one states. The National

Board requires that applicants shall

have had a four year high school course,

two years of acceptable college work, a

* The Laws Abstracts and Board Rulings Regu-

lating the Practice of Medicine in the United States

and Brief Statements Regarding Medical Registra-

tion Abroad ]s the title of a special publication

(1921) which can be secured from the American
Medical Society, 535 N. Dearborn St., Chicago,

m. Price 60 cents.

diploma from a medical school rated in

Class A by the American Medical Asso-
ciation, and a year's service as an in-

terne in an acceptable hospital.

The hospital interne year has been
adopted as an essential qualification for

the license to practise in ten states. The
hospital in which the applicant passes

his interne year must be approved
by the licensing board. The licensing

board generally interprets the law as to

the necessary qualifications of a hos-

pital to be suitable for the interne year.

In Pennsylvania the Bureau of Medical
Education and Licensure of the state

inspects the various hospitals offering

interne service and determines the
suitability of each hospital for such
service. The hospital standard has
been raised very decidedly by the
rulings of the Bm-eau and in many
instances the action of the Bureau has
been the only influence sufficiently

powerful to induce boards of managers
fully to equip their hospitals. At the

present time there are not enough
graduates of medicine to meet the

demands of the hospitals of the state

for internes.

The licensing boards of most states

have the power to refuse registration

or to revoke a license "for cause," the
causes being specified in most instances.

These include immoral, unsafe, un-

professional, or dishonorable conduct;

habitual drunkenness; excessive use of

narcotics; producing of criminal abor-

tions; fraud or deceit; crimes or mis-

demeanors; habitual use of morphine,
opium, cocain; habitual intemperance
in the use of ardent spirits or stimulants

or narcotics; false or fraudulent repre-

sentations made to obtain practice;

the assuming of another's name;
failure to recognize dangerous conta-

gious diseases, etc., etc. The withdrawal
of the privilege to practise may be for a
limited period or may be permanent
in that state.
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Numerous court decisions through-

out the United States have upheld

these legislative measures to prevent

members of the medical profession from
preying on society "by the exercise of

deceit, malpractice, or gross miscon-

duct in the practise of his profession."

As the licensing boards have felt,

" soundness of moral fibre to insure the

proper use of medical learning is as

essential to the public health as medical

learning itself. Mere intellectual

power and scientific achievement with-

out uprightness of character may be

more harmful than ignorance. Highly

trained intelligence combined with

disregard of the fundamental virtues is

a menace. A physician, however skil-

ful, who is guilty of deceit, malpractice,

or gross misconduct in the practice of

his profession, even thoughnot amount-
ing to an offense against the criminal

laws, well may be thought to be per-

nicious in relation to the health of the

community."

The Dental Profession

The dental profession is composed of

members who have special knowledge
and attainments which are applied to

the benefit of humanity. A large

proportion of this profession give of

their time and skill to the poor without

compensation. Much of their work is

prophylactic and their advice, if carried

out conscientiously by their patients,

would have a decided tendency to

reduce the diseases and conditions

requiring their attention.

The Societies of the Dental
Profession

The dental profession is organized

into a National Dental Association

formed to promote the art and science

of dentistry, to unite the dental pro-

fession into one compact body, to safe-

guard the material interests of the

profession, to elevate the standards

and improve the methods of dental

education and to enlighten and direct*

public opinion in relation to oral hy-

giene, dental prophylaxis, and ad-

vanced scientific dental service.

The membership in the national

organization consists of the state

societies and members of the Army and
Navy Dental Corps. The general

government of the Association is

vested in a House of Delegates which
consists of delegates elected by the

constituent societies. The House of

Delegates elects the officers of the

Association and a board of trustees, and
transacts all the business of the Associa-

tion, public, professional, or scientific.

For the purpose of advancing scien-

tific work, the Association is divided

into six sections, each caring for a

particular branch of dentistry. The
Associationhas organized and maintains
a Scientific Foundation and Research

Commission, which is charged with

the duty of raising funds to carry on
exhaustive dental and oral research, to

disseminate scientific knowledge, and
to organize and incorporate the Re-
search Institute of the Association.

A Board of Trustees elected by the

House of Delegates has full charge of

the property and of the financial

affairs of the association. The Board
also has charge of the publication of

the Journal of the National Dental

Association, and of all proceedings,

transaction, memoirs, etc. of the associ-

ation.

The annual dues of the Association

are $2, which also cover the sub-

scription to the Journal. Member-
ship is limited to members of the

constituent societies.

Annual sessions of the Association

are provided for by the Board of

Trustees. Much of the general work
of the Association is performed by its

standing committees.
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A Judicial Committee considers all

questions, complaints, protests and
matters of an ethical nature. Its

decisions are subject to ai)peal to the

House of Delegates.

A Committee on Dental Education

makes an annual report to the House
of Delegates on the existing conditions

of dental education in the United

States, makes suggestions as to the

means and methods by which the

National Dental Association may best

influence dental education, and acts

as the agent of the Association in its

efforts to elevate the standards of

dental education.

A Committee on Dental Legislation

cooperates with the officers of the state

and local societies and wnth the chief

oflBcers of the United States Army and
Navy in regard to legislation affecting

the welfare of dentistry. It makes
recommendations to the House of

Delegates concerning pending legisla-

tion.

A Committee on Transportation

arranges special transportation rates

to the annual session.

A standing resolution provides that

state and constituent societies shall

add one dollar to their dues for the

support of the Research Institute and
that the funds so collected shall be

remitted directly to the Research

Institute.

The code of ethics adopted by the

National Association is adopted by the

state and constituent societies, and
thus governs the entire dental pro-

fession of the country.®

The faculties of the various schools of

dentistry have organized into a national

body known as the National Associa-

tion of Dental Faculties. The objects

of the association are to advance the

teachings of dentistry and to make it

as uniform as possible throughout the

country.

* See page 266.

A similar organization is composed
of the state examiners for the registra-

tion of dentists. This body is known
as the National Association of Dental
Examiners, practically every state

being represented, with the laws of

various states governing their actions

as examiners and making such actions

official.

A Dental Educational Council of

America is composed of five members
from each of the three national organ-

izations, the National Dental Associa-

tion, the National Association of

Dental Faculties, and the National

Association of Dental Examiners. This

Council adopted minimum require-

ments for Class A Dental Schools in

1916, revisions being made in 1917,

1918, and 1920. The object of the

Council in adopting such requirements

is to advance the standards of the

dental colleges, thereby advancing the

product of the school, the dentist.

The requirements of the Council

consider the administrative policy of

the college, the minimum entrance

requirements, the faculty and teaching

staff, the equipment and teaching

facilities, the course of study and
curriculum, the rules of attendance,

promotion and gradation, and the

state board record of each school, and
outline fully the minimum in each case

required to place the college in Class

A. A Class B college does not meet
all of the requirements of the Council

for designation as A, but is making full

utilization of its facilities and will be

able to meet the higher requirements

in a reasonable time. A Class C
college, in the opinion of the Council,

cannot meet the requirements of the

Council without extensive improve-

ments and complete reorganization.

There were nineteen Class A, twenty-

four Class B and four Class C colleges

listed by the Council in 1921. Gradu-

ates of Class C are not accepted for
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registration in any of the states of the

Union. Class A and Class B gradu-

ates are eligible for registration in all

states.

Dental Associations

The state dental associations form

the constituent societies of the national

organization. Practically every state

and territory in the union has such an

organization. That of Pennsylvania

will serve as a sample of the others.

The Pennsylvania State Dental

Society was incorporated in 1869, the

object being "to advance the science

of dentistry, and thereby to lessen

human misery by investigating the

diseases incident and remedies applic-

able to the human mouth and its de-

pendencies ; by observing and recording

the changes produced in dental mala-

dies by the progress of the arts, popu-

lation, manners and customs, tempera-

ment, age and sex; by searching for

and applying the various remedial

agents to be found in the several

kingdoms of nature, by enlarging the

avenues of knowledge from observa-

tions, discoveries and inventions, both

at home and abroad, and by cultivat-

ing uniformity and order in dental

practice."

Membership in the Pennsylvania

State Society is limited to the members
of the component societies. The dues

are $2 per annum, payable to the

component society of which the payee
is a member, which society forwards

the dues to the secretary of the State

Society. Meetings of the Society are

held annually.

The council of the Society has full

control of its business, appoints all

delegates and standing committees,

selects the place for the annual meet-
ing, nominates two persons for each

vacancy to be filled in the officers of

the Society and four persons for each

vacancy in the State Board of Dental

Examiners, two of whom are nom-
inated by the Society to the Governor
for appointment on the Board.

The standing committees are the

Program, Clinic, Publication, on
Ethics, on Dental Science and Litera-

ture, on Necrology and on Arrange-

ment, whose duties are outlined by the

titles.

The Committee on Ethics aids in

maintaining the ethical standard of

the Society. The code of ethics is

that of the National Dental Associa-

tion.^

The local dental societies which
form the component societies of the

state society are not necessarily county

societies. Some of these local societies,

such as the New York Society of

Orthodontists, are composed of mem-
bers of the dental profession especially

interested in some particular branch of

dentistry. Others, like the Pennsyl-

vania Association of Dental Surgeons,

or theAcademy of Stomatology, include

all members of the profession. Similar

organizations are found throughout

the Union, all component societies of

their state organizations and all subject

to the Code of Ethics of the National

Dental Association.

The Pennsylvania Association of

Dental Surgeons was organized in

1845 by dental surgeons of the city of

Philadelphia who were "imbued with

a love of our science, and desirous of

improving and elevating it, and pro-

moting the honor, character and inter-

ests of the dental profession."

Meetings are held monthly, except

during July, August and September.

Applicants for membership must be

twenty-one years of age, of good moral
character, and legal practitioners of

dentistry. Any member may be im-

peached for contravening the laws of

the society, for malpractice or other

^ See page 266.
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misconduct. If a committee appointed

for the purpose of considering the

impeachment, after a fair trial, sustains

the impeachment, the society may
expel the member by a two-thirds vote.

The Academy of Stomatology was
organized in 1894, the objects of the

society being "the education and
mutual improvement of its members
in all matters pertaining to the study

of the oral cavity by the presentation

and discussion of papers; the collection

of literature, specimens and models, and
the study thereof; and the fostering of

all efiforts which tend to the advance-

ment and elevation of dentistry as a

profession.

"

A council is the governing body of

the society. It elects all officers, has

charge of all questions of finance,

maintenance or betterment of the

organization.

Membership in the society is limited

to the organizers, not to exceed fifty,

and such other members as may be

elected by the Council after the names
of applicants have been presented to

all members for consideration and
protest or approval to the council.

The constitution of the Academy pro-

vides for the establishment and main-

tenance of a library and a museum for

the collection and preservation of

specimens, models, appliances, etc.,

pertaining to oral science, art and
practice.

Meetings are held monthly, except

during July, August and September.

The annual dues are $10, of which sum
$2 for each active member is forward-

ed to the Secretary of the Pennsylvania

State Dental Society.

The Academy of Stomatology ac-

cepts as the standard forthe guidance of

its members the code of ethics adopted

and set forth by the National Dental

Association.*

* Set page 266.

Admission to the Dental Pro-
fession

The practice of dentistry is regulated

by the laws of the various states.

Practically every state in the Union
has passed laws for this purpose.

These laws provide for the registration

of dentists, the qualifications for

registration, methods of examining,

licensing, revoking of licenses, penalties

for practising without a license, etc.

The state law of Pennsylvania may be
taken as an example of these laws.

In Pennsylvania, the Act of May 5,

1921, provides that a Dental Council,

composed of the Secretary of Internal

AflFairs, the Commissioner of Health,

the Superintendent of Public In-

struction, the President and First

Vice-President of the Pennsylvania
State Dental Society and the Secretary

of the Board of Dental Examiners,
shall supervise and provide rules for

the examination of all applicants for

license to practice dentistry in the

commonwealth, shall have the sole

power to grant licenses to practice den-

tistry in the commonwealth, and shall

have sole power to revoke licenses to

practice dentistry "if the accused shall

have been guilty of malpractice or con-

victed of a felony or of violating the

dental laws of this comonwealth or

shall be addicted to the use of nar-

cotic drugs: provided, that any person

whose license shall have been revoked
shall have the right of appeal to a

court of competent jurisdiction."

Applicants for registration must be
twenty-one years of age, of good moral
character, of competent education,

and must have a dental degree con-

ferred by a reputable educational

institution approved by the Dental

Council. The fee for registration is

$25. The applicant is examined by a

Board of Dental Examiners in certain

specified subjects, with practical
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demonstration of their ability to

perform dental work. License is

granted by the Dental Council, and

must be registered. All members of

the dental profession must register

once yearly, paying a fee of one dollar,

which fees are to be used by the Board
of Dental Examiners for the purpose

of carrying into efiFect provisions of

the Act against unlicensed and un-

registered practitioners.

The law also provides for penalties

to be imposed on those who practise

without a license.

The Nursing Profession

Closely allied to the medical pro-

fession, in fact its right hand, is the

nursing profession. Specially trained

to care for the sick and injured, the

members of this profession devote their

time, energy and skill in aiding the

medical profession to alleviate the

suflFerings of others, aiding it to prevent

disease and aiding it in promulgating

health measures. Its prime object is

the service it can render humanity.

Organizations of the Nursing
Profession

The organizations of the nursing

profession comprise local, state and
national associations. The local

organizations consist of the alumnae
associations of the various training

schools for nurses, usually connected

with hospitals, in various sections of

the country. These alumnae associa-

tions consist of graduates of their in-

dividual schools, "working together for

a common good as comrades and com-
panions to maintainthe ideals of educa-

tion, of harmony and of organization"

of the nursing profession. Each group
forms its own government, qualification

for membership, etc. Meetings are

held regularly, both for scientific ad-

vancement and for social intercourse.

Practically every state in the Union
has a state organization, that of

Pennsylvania being a good example of

the form of organization maintained.

In Pennsylvaniathe official organization

is known as the Graduate Nurses'

Association of the State of Pennsyl-

vania. For the better furtherance of

the purposes for which the Association

was formed, the state is divided into

districts, each district comprising

several counties. Membership is

limited to registered nurses who are

members in good standing of their

alumnae association.

The general supervision of the

affairs of the Association rests with the

Board of Directors which is composed
of the officers, chairman of the Com-
mittee on Eligibility, and four directors.

The Board arranges for the annual,

or semi-annual meetings of the Associa-

tion, prepares the program of papers,

and attends to the general business of

the Association. An Advisory Council,

consisting of the officers of the Associa-

tion, the presidents of the district as-

sociations, the chairmen of sections, the

president of the State League of Nurs-
ing^Education, and the president of the

State Organization for Public Health

Nursing, considers and promotes the

general interests of the Association.

The voting body of the sessions of

the Association consists of the regularly

accredited delegates from the district

associations, each district being en-

titled to one delegate for every twenty-

five members.
"Any member whose moral or

professional conduct may reflect upon
the Association may be dropped from
membershipby the Board of Directors"

after thorough investigation, the ac-

cused having the privilege to offer a

defense.

The official organ of the Association

is that of the national body, the

American Journal of Nursing.
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The national body of the nursing

profession is known as the American
Nurses' Association, incorporated in

1901 under the laws of New York
State, and in 1917 under the code of

laws of the District of Columbia.

The purposes of the corporation

"are to promote the professional and
educational advancement of nurses in

every proper way; to elevate the

standard of nursing education; to es-

tablish and maintain a code of ethics

among nurses; to distribute relief

among such nurses as may become ill,

disabled or destitute; to disseminate

information on the subject of nursing

by publications; to bring into com-

munication with each other various

nurses and associations and federations

of nurses throughout the United States

of America."

Membership is limited to members
in good standing in the state associa-

tions belonging to the national associa-

tion.

The general business of the associa-

tion is vested in a Board of Directors.

An Ad\'isory Council to consider and

promote the interest of the Association

is composed of the officers of the Associ-

ation, the presidents of state organiza-

tions, members of the Association, the

chairmen of sections, and the editor of

the American Journal of Nursing.

The general work of the Association

is carried on by eight standing com-

mittees. A biennial convention of the

Association is held. Dues are paid by

the component societies, fifteen cents

for each active member of each society.

There are forty-eight state members
of the national body. The official

organ, as has been said, is the American

Journal of Nursing, published monthly.

This is also the official organ of thirty-

five state and other nursing organiza-

tions.

The National League of Nursing

Education was formed in 1893 for the

purpose of joining all directresses of

training schools into an organization

for the betterment of the instruction

given to nurses. It has broadened

out since then to include all members
of the nursing profession who are

engaged in educational work. These
include superintendents and assistant

superintendents of schools of nursing

and hospitals, instructors, supervisors

in schools of nursing and head nurses,

memljers of state boards of nurse ex-

aminers and head workers in various

forms of social, educational and pre-

ventive nursing. Many of the states

have similar organizations, all of them
being component societies of the

national association.

Another important national organiza-

tion is the National Organization for

Public Health Nursing, which in-

cludes in its membership both lay and
professional members. As its name
implies, its acti\nties are principally

concerned with public health nursing.

In order to combine all types of

nursing activities in one body, head-

quarters of the national nursing

associations were established in New
York. This organization was originally

supported by the Red Cross, but at

present is sustained entirely by the

various national associations of nurses.

One of its most important functions

is to act as a placement bureau where

applicants for positions in various

administrative or teaching positions

register; and where one may apply for

assistance in obtaining such adminis-

trative or teaching nursing forces as

are required.

Admission to the Nursing
Profession

The standards of the profession have

been gradually raised through years of

constant endeavor on the part of the ^
nursing associations. Educational and fl
training facilities of the various hospi-
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tals with which training schools are

connected have been thoroughly

studied, and a standard set. There

are in the country some 1,600 training

schools for nurses, of which number
175 are to be found in Pennsylvania.

The education of the nurse for her

professional work is obtained in train-

ing schools, practically all of which are

connected with hospitals. To improve

the standard of nursing and of the

profession, every state in the union

has passed laws providing for the

registration of nurses which give

the privilege of using the title "reg-

istered nurse," or the letters R.N.
after her name. The registering of

nurses is delegated to a board created

for that purpose, the boards in most
states having the power to determine

the qualifications of the training school

from which an eligible applicant for

examination for registration may
graduate.

The Pennsylvania state law may be

taken as an example of the others.

This law creates a State Board of

Examiners for the registration of

nurses, to be composed of three regis-

tered nurses and two physicians. The
Board elects its own officers, among
them a secretary who is required to

keep a register of all nurses and attend-

ants licensed under the law, and to file

with the State Commissioner of Health
an exact counterpart of all certificates

issued.

The Board submits annually to the

State Board of Charities a report of

its findings or investigations pertaining

to the training schools in the several

hospitals throughout the state. The
Board has no power to fix prices or in

any way control the compensation
received by the registered nurse. The
Board prepares a report for public

distribution of all training schools

approved by the Board as possessing

the necessary requirements for giving

a pupil nurse a full and adequate course

of instruction. All expenses of the

Board are taken out of registration

fees.

A member of the Board is elected as

an Educational Director, whose duty

it is to assist in maintaining the

necessary standards in living, working,

and educational conditions of the

various training schools.

The law provides that every appli-

cant, to be eligible for examination for

registration, must furnish evidence

satisfactory to the Board that he or

she is twenty-one years of age, is of

good moral character, and has gradu-

ated from a training school for nurses

which gives at least a two years' course

of uistruction. Those receiving a

certificate of registration may call

themselves registered nurses and use

the letters R.N. All states provide

penalties ranging from fines to im-

prisonment as punishment for those

illegally using the title.

The Pennsylvania law also provides

for the registering of licensed attend-

ants, after examination. Such appli-

cants must be eighteen years of age,

of good moral character, must have
completed a course prescribed by the

Board in some institution not having

a training school for nurses. The
licensed attendants are permitted

to use the letters L.A. after their

names. In every state the law pro-

vides that the act shall not be con-

strued so as to affect in any way the

right of any person to nurse gratui-

tously or for hire.

Registration of any nurse or attend-

ant may be revoked by the Board of

Examiners in any state for "sufficient

cause," these causes varying in the

states and including gross incompe-

tence, dishonesty, habitual intemper-

ance, immorality, unprofessional con-

duct, conviction of felony, any act

derogatory to the morals or standing of
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the profession, conviction of a crime or

immoral conduct, inebriety, drug habit,

habitual intemperance, drunkenness,

neglect of patient, certificate obtained

by fraud,' etc.

The Board of Examiners determines

the eligibility of graduates of training

schools, and outlines the standards of

the schools. In Pennsylvania, the

Board also outlines the minimum
number of hours of instruction and the

curriculum which must be followed.

This curriculum calls for 484 hours of

theoretical instruction, extending over

three years, the various subjects and
hours allotted to each being fully

outlined.

Applicants for admission to the

schools must have had one year high

school education, or its equivalent,

must present a certificate of good
health and good morals, and must be

between the ages of eighteen and
thirty-five.

The Pharmacists

The pharmaceutical profession is

one "which demands knowledge, skill

and integrity on the part of those

engaged in it, being associated with the

medical profession in the responsible

duties of preserving the public health

and dispensing the useful though often

dangerous agents adapted to the cure

of disease.

"

Pharmaceutical Associations

The American Pharmaceutical As-

sociation was organized in 1852 for the

purpose of uniting the pharmacists

of America in a body which should

improve and regulate the drug market,

encourage proper relations among
druggists, pharmacists, physicians and
the people, improve the science and art

•For the Code of Ethics of the Graduate
Nurses' Association of the State of Pennsylvania

see page 265.

of pharmacy, suppress empiricism,

uphold standards of authority in edu-

cation, theory and practice of phar-

macy, create and maintain a standard

of professional honesty, etc., etc.

Membership consists of pharmacists

and druggists of good moral and pro-

fessional standing, teachers of phar-

macy, chemistry and botany, editors

and publishers of pharmaceutical jour-

nals, who are endorsed by two members
of the association and then elected by
majority vote of the council of the

association. All members subscribe to

the "Code of Ethics" adopted by the

Association at the time of its organiza-

tion."

The annual dues are $4; the price of

the oflScial organ, the Journal of the

American Pharmaceutical Association,

is $4. A reduction of $3 is made when
both dues and subscription to the

Journal are paid at one time, in ad-

vance.

The business of the association is

vested in a council which consists of the

oflScers, ex-offixno, one member from
each local branch of the association

and nine other members selected from
members who have had at least three

years membership in the association.

A Reporter on the Progress of

Pharmacy is appointed annually for

the purpose of preparing a compre-

hensive report on the improvements
and discoveries in pharmacy, chemistry,

and materia medica and of preparing

an index or brief abstract of current

pharmaceutical and chemical literature

for publication in the journal of the

association.

The coimcil elects the officers of the

association: has charge of the revision

of the roll of members, the editing,

publication and distribution of all

publications of the association. It

elects two standing committees of the

"For this code see page 267.

I
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council, one on Publication and one on

Finance. The council publishes the

official organ of the association, its

journal. It also appoints a committee

of fifteen, from the members of the

association, which has charge of the

revision of the National Formulary

which contains definite formulas for

preparations frequently used in medical

practice, for which formulas are not

contained in the United States Pharma-
copoeia. It is the standard governing

the members of the association.

Meetings of the association are held

annually. To expedite and render more
efficient the work of the association,

sections are provided on Commercial
Interests, on Practical Pharmacy and
Dispensing, on Pharmaceutical Legisla-

tion and Education, on Historical Phar-

macy, with a Women's Section and
a Scientific Section with subdivisions

on Chemistry, Botany, Biologic Assays,

and Bacteriology. Various standing

committees are appointed or elected,

such as that on United States Phar-

macopoeia, on Transportation, on Re-

search, on Pharmaceutical Syllabus,

etc.

Local branches of the association are

formed in the various states, all

members of the local branch being

members of the national association.

Each state in the union has its pharma-

ceutical association. The United

States is also divided into districts,

each consisting of several states, and

each having its separate organization.

Other national associations con-

nected with the profession of phar-

macy are as follows:

The National Association of Retail

Druggists, with component societies

consisting of local associations of

retail druggists.

The National Association of Boards
of Pharmacy. The state boards of

pharmacy have in charge the examina-

tion of applicants for registration as

pharmacists, making the requirements

for eligibility, etc.

The American Conference of Pharma-
ceutical Faculties, which prepares a

list of the schools or colleges of phar-

macy of recognized merit. Efforts

are being made to raise the general

standard of all colleges by increasing

the educational requirements for ad-

mission. Graduation from a recog-

nized college of pharmacy is a pre-

requisite to examination for registration

as a pharmacist in all states.

The American Drug Manufacturers'

Association.

All of these national organizations

hold annual meetings.

I



Ethics and the Engineering Profession

By Morris Llewellyn Cooke
Consulting Engineer, Philadelphia, Pennsylvania, Member, American Association of Engineers,

Member, American Society of Mechanical Engineers

WHAT we are interested to know
about any group, especially

about a group which easily numl>crs

200,000 throughout the nation, is some-

thing as to its ideals. And thoroughly

to understand that situation we must
know the ideals of yesterday, as well as

those of today, in order to see the drift

and so to discern the probable ideals

of tomorrow. The ethics or standards

of conduct of any profession or group

are very largely the reflection in action

of its ideals. The moment ideals be-

come fixed or static they are dead.

This is the law of life. \Vhen we clothe

a code of ethics as a guide to conduct

with the quality of finality, it becomes
as futile as sounding brass. Whether
for the individual or the group it is in

the light of our living, vibrant aspi-

rations that all question of conduct

must be tested. This is the constitu-

tion which rectifies the quibbles of

language and the conflicts of interests.

Someone has said that an artist is

one who holds ideals up before the

p)eople. If there is to be any signifi-

cance in the term "profession" surely

all professional men must qualify in

this respect as artists. And engineers

seem to be moving in this direction.

One of the engineering societies, the

American Society of Mechanical En-
gineers, was foimded about forty years

ago very largely on the ideal that there

was a suflicient content in the science

of mechanical engineering to warrant a

national society devoted to its develop-

ment. We have been told by the

founders that among the majority of

the charter members the view was
strongly held that if all commercial con-

siderations wore to be excluded the

residue would not be sufficient to war-

rant the attention of a large national

group. Of course, these doubts have

long since been dissipated and today it

seems like a platitude to say that the

science connected with the mechanical

arts is limitless in extent. This bit

of history is cited here as affording a

very concrete example of the way in

which we progress through weaving

into the fabric of the future materials

which may not even be available today.

The long look ahead—a point of view

denied to those who are wholly en-

gaged with present necessities—seems

inherent in the equipment of the pro-

fessional man.
About one hundred years ago when

the British Institute of Engineers was
founded, engineering was defined as

"the art of directing the great soiu-ces

of power in nature for the use and con-

venience of man." Perhaps it was all

there, but who can fail to see the over-

whelming growth in the conception of

the possible function of the engineer as

shown in Herbert Hoover's definition

of engineering as "the profession of

creation and construction, of stimula-

tion of human effort and accomplish-

ment." And must it not be assumed

that with the fuller realization of this

concept of the field of engineering action

there will come corresponding changes

in the accepted standards of profes-

sional conduct.

Perhaps the most fateful step taken

within the profession since its incep-

tion is the inclusion in the constitu-

tion of the Federated American En-

gineering Societies of a clause which

I
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reads, "This organization shall stand

for the principle of publicity and open

meetings" and the adoption in open
convention of an interpreting by-law

' which reads, "The privilege of attend-

ance at all meetings of the American
Engineering Council, of the Executive

Board, and of committees, when not in

executive session, shall be extended to

any proper person," and further, "Any
proper person shall have the right to

inspect and make true copies of the

oflBcial records of all meetings of the

Council, the Executive Board, and
committees." To the credit of this

organization it can be said that during

1921, its first year, it resorted to the

executive session device but twice and
then but for a few moments on each

occasion. In the light of subsequent

happenings at least one of these lapses

was unnecessary and probably hin-

dered rather than helped the work in

hand.

Assuming that this radical departure

in favor of publicity in engineering was
made wittingly by these representa-

tives of nearly 80,000 of the most
representative American engineers and
that it receives the understanding sup-

port of the rank and file and that in due
course it is made a feature of the or-

ganization of all engineering bodies,

then engineering becomes essentially a

possession of the community, and this

in a sense denied to other professions

and even to government. It is usually

assumed that the details of govern-

ment, for instance, are open to public

knowledge and inspection. But the

necessities of party government, inter-

national relations and the relations be-

tween a public buyer and a private

seller, frequently act as a more or less

complete block to publicity. Obvious-
ly in law, medicine and the ministry,

because of the paramount rights and
privileges of the individual, there are

frequent and uneradicable limitations

to publicity. But if the profession of

engineering ever gets the vision as to

the workability of complete publicity

throughout its field, the change there-

by effected in the life of the peoples and
their governments will be far-reaching.

The ethics of the profession will, I be-

lieve, frown more and more insistently

on the use of engineering knowledge in

secret ways and in secret places.

Publicity in engineering neither chal-

lenges nor endangers any proper inter-

est, public or private. The day will

surely come when in a very real sense

every engineer will be a public en-

gineer.

Up to within a few years all engineer-

ing codes in this country were modelled

after the code of the British Institu-

tion of Civil Engineers. The remark-

able fact about this code and those

which grew out of it was the failure to

mention the public interest as a test

—

if not the supreme test of action. This

omission has been very fully covered

in the code adopted by the American
Association of Engineers and published

in the appendix to this volume.^ A
reasonably satisfactory recognition of

the obligation is contained in the pro-

posed Joint Code quoted in Mr.
Christie's article.^ The basic thought

is adequately and eloquently expressed

in the preamble to the constitution of

the Federated American Engineering

Societies as follows

:

Engineering is the science of controlling

the forces and of utilizing the materials of

nature for the benefit of man, and the art

of organizing and of directing human ac-

tivities in connection therewith.

As service tb others is the expression of

the highest motive to which men respond

and as duty to contribute to the public

welfare demands the best efforts men can

put forth, NOW, THEREFORE, the engineer-

ing and allied technical societies of the

United States of America, through the

1 See page 277.

* See pages 101-3,
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formation of the Federated American En-
gineering Societies, realize a long cherished

ideal,—a comprehensive organization dedi-

cated to the service of the community,

state, and nation.

The same idea is covered very com-
pletely in the last clause of the " Man-
agement Engineers' Creed," a terse

code used by the Taylor Society, a so-

ciety to promote the art and science of

administration and management, which
reads as follows

:

The sublimest duty of the engineer is to

keep the faith : The faith of the client that

he will not undertake what he knows to be

beyond his ability; and that with respect

to what he undertakes he will give consci-

entious service to the limit of his ability;

The faith of his fellow engineers that he

will remain true to his science and will mag-
nify and not cheapen it; and that he will

base his efforts for public recognition upon
ability, scientific attainment and actual

p)erformance, and not up)on ambiguous

self-laudation;

The faith of the community that he will

undertake no service inconsistent with the

public welfare; and that in service con-

sistent with public welfare, but in which

the interests of groups appear to come in

conflict, he will judge carefully and sympa-
thetically the claims of rival interests, and
attempt to establish that unity of purpose

which promotes the public welfare.

The ultimate goal here is the flat-

footed declaration that good engineer-

ing must be in the public interest and,

contrariwise, that any engineering

which is anti-social must be bad en-

gineering.

These obsolete codes, such as those

of the British Institution and that

which now stands on the Tbooks of the

American Society of Mechanical En-
gineers, were drafted under the con-

ception that engineering was a craft

and that those who practised it con-

stituted a fraternity and as such owed
a higher obligation to fellow-practi-

tioners than to the public. In a code

adopted as recently as June, 1917, by
the Western Society of Engineers oc-

curs this sentence, " The ethical stand-

ards of the engineering profession

should \ye those of a fraternity." In

these earlier codes there was a strong

reprobation against the use by en-

gineers of anjlhing but technical pub-

lications for making announcements of

their discoveries, inventions, researches,

etc. This had the tendency to make
of engineering a cult rather than to

advance the more obvious purpose,

which was to discourage engineers

from reaching the public prematurely.

These weaknesses have been complete-

ly overcome in the more recent codes.

In the light of what has been said,

the writer's apprehensions as to codes

of ethics, interpretations of such codes

and discipline under the codes will be

clear. Just as laws are always inter-

preted in the light of the constitution,

so ethical codes must always be inter-

preted in the light of the ideals of the

profession. Hence it may easily be-

come at any given time the highest

function of the professional engineer to

act and speak contrary to a code—or to

all the codes—if by so doing the ideals

of the profession may be conserved or

advanced. Nowhere is the heresy of

today more apt to be the honored

standard of tomorrow than in the rel-

atively unexplored field of engineer-

ing practice.

The greatest safeguard in the de-

velopment of a proper procedure for

the enforcement of ethical conduct is

publicity. Possibly the present al-

most entire lack of publicity in these

matters canbe defendedfrom the stand-

point of the newness of our machinery

and the liability to error growing there-

from. But absolute publicity must
be the goal. The American Institute

of Architects seems to set the pace in

this respect.

In the long run it would probably

I
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prove advantageous if we could de-

clare, say a five-year period, in which
absolutely no discipline or punish-

ments would be meted out to offenders.

This closed season would give every-

body a chance to put his house in

order if such revision be necessary.

Five years is all too short a period in

which to ascertain the mind of the pro-

fession through the investigation of

complaints and the publication and
discussion of interpretations. In the

enforcement of ethical standards it

must be the mind of the profession

rather than that of a committee or a

group which must be the authority.

As the writer has said in another place :^

Ethical conduct for engineers is such as

has received more or less general sanction.

This means that conduct which at one

time and place may receive very generous

approval at another time or in a different

locality may be generally considered rep-

rehensible. So that the master test as to

whether conduct is ethical or not depends
largely on what people generally—and of

course I mean well-intentioned people

—

think about it. That to have an indi-

vidual or even a group agitate for certain

reform has a value should go without say-

ing. In fact, most improvements are

brought about in this way. But these

higher standards only become the rules for

conduct when through education they have
become accepted as proper by a sufficiently

large or influential element within the given

constituency. The point I want to make
is that the writing out of a code or set of

rules is useful only in establishing good con-

duct when such injunctions are so phrased
as to be accepted as reasonable by those

whose conduct they are intended to regu-

late. Neither the wisdom nor the exalted

character displayed in the text is the test.

The acceptance by the community is what
makes the conduct ethical or not. In the

same way our engineering practices are

ethical or not as they conform to what may
be called the best sense of the profession.

' Professional Engineer—November,
Pp. 7-8.

1920.

In the work of the Practice Com-
mittee of the American Association of

Engineers my attention is constantly

called to the difference between un-

ethical conduct on the one hand and il-

legal and immoral conduct on the other.

If the profession of engineering is to

secure the confidence of the community
in the degree necessary for the execu-

tion of a high task, it must erect

standards such as will not only give

the public no cause for suspicion but
create in the public mind that abso-

lute confidence which is the antithesis

of suspicion. Think of the limitless

freedom which the medical profession

enjoys in the homes of the world. The
wonder does not lie in the fact of this

freedom. It lies rather in the fact that

the members of the medical profession

have carried themselves so faultlessly

in these intimate relationships that we
never pause to wonder at it.

Surely then we engineers can assume
moral and legal conduct. Such con-

duct is inherent in every code. The
man who offers a bribe or who re-

quests one is guilty of an immoral act

and'usually of an illegal one. But it

does not aid in the upbuilding of ethi-

cal professional standards to confuse

such a breach of the moral sense of the

community, or law-breaking of any
kind, with those higher rules of con-

duct which are supposed to set off the

professional man as a class entitled to

the highest respect of the community.
The idea of leadership in the com-

munity seems to be inherent in the

term "professional man." But lead-

ers do not require the control of codes

and procedures for their enforcement.

Hence it is easy to read too much im-

portance into such devices. They
have an educational value for the

young and also exert a deterring in-

fluence on those who do not want to

play the game. Indeed, codes of

ethics and the mechanisms through
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which they are made effective may l)e

likened to "trench cleaners" in modern
warfare. Periodically the necessities

of combat require that the trenches and
the rear l>e freed of those who have not

accepted the issue of battle. But the

real line of advance—the shouting and
the glory and the flag—are way out in

front in No Man's I^nd and beyond.

It seems altogether possible that the

engineer will play an increasingly im-

portant role in the immediate future.

The Great War, with its lessons as to

what can l>e accomplished through

organization and the applications of

science to the affairs of men, is still

fresh in the minds of the peoples.

There seems to be every incentive not

only for the engineer to go forth to

meet glorious opportunity but for the

public to welcome him ivith open arms.

But History is full of lost chances.

Given the excuse, a public in a sur-

prisingly short time can grow luke-

warm and even antagonistic. Civi-

lization needs the "know how"—the

constructive, creative mind—as never

before.

The work ahead is one of producing

world-wide effectiveness rather than

individual or national profit, of cut-

ting out waste rather than regimenting

men. The engineer if he is to be equal

to the task must approach it altogether

from the service angle. To make us

worthy and able for this task nothing

will be of greater assistance than high

standards of professional conduct—^the

higher the better. In fact the oppor-

tunity now knocking at our door will

not be fully embraced until a deep

spiritual relationship has been estab-

lished between the engineer and a race

set free.

The Ethics of the Mechanical Engineer

By GLalvin W. Rice
Secretary, American Society of Mechanical Engineers

IN the concept of his obligation to

society, the mechanical engineer

has always possessed an idealism, al-

though it was not actually formulated

until comparatively recent years.

Whereas some of the organizations rep-

resenting other branches of the en-

gineering profession may have had
codes of ethics, formally approved and
recognized by their bodies at an earlier

date than the first code of the American
Society of Mechanical Engineers, it is

inconceivable that with such founders

as this Society possessed and with

such engineers as have been included

in its rolls of membership through

practically the half century of its exist-

ence, the members of the Society have

not taken on the ideals and motives of

these leaders as a guide for their pro-

fessional conduct and in their relations

to society. Men like Professor John

E. Sweet, Alexander L. Holley, H. R.

Worthington, Professor R. H. Thurs-

ton, its first president, all of whom were

included among the founders of the

Society, and men like Henry R. Towne
and Captain Robert W. Hunt, fortu-

nately still 'living, are all such recog-

nized examples of practitioners of the

highest ethical standards, that any

organization fortunate enough to in-

clude their names within its member-
ship must perforce adhere to high

principles of ethical conduct or else

such men would not continue as

members. Such an organization must
base all its transactions upon the

I
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principle of the Golden Rule, which is

after all, what a code of ethics really is.

The necessity for a joint code of ethics

for all engineers arises from the fact that,

unlike lawyers and doctors, engineers

are not organized into one professional

body. The engineering organizations

now in existence have all evolved from

small professional groups interested in

specialties. The early meetings of

these bodies were devoted to the discus-

sion of papers within specific fields of

engineering in contra-distinction to giv-

ing attention to the broad and general

problems of the engineering profession.

In those days, some half a century ago,

the community of interests of the

several kinds of engineers was not

recognized since it was the habit for

engineers to segregate into professional

groups. Today the great national

engineering societies are an important

evolution of these groups and are

organized along what have come to be

the four main branches of engineering

practice: civil, mining and metallurgi-

cal, mechanical and electrical.

Within the last few years, with the

growing concept of the professional

obligation within the engineering pro-

fession, a number of joint movements
have developed, so that by the time

the War came the sum total of co-

operative and conjunctive activities of

the engineering organizations had be-

come very large. The War brought

home to us all the essential principle of

the obligation of the engineer to society,

and since the War, with the compli-

cations of civilization still in progress,

this sense of obligation has been accen-

tuated until now the underlying ideal

of the professional engineer is profes-

sional unity. •

With the stage thus set, the American
* Society of Mechanical Engineers enthu-

I siastically joined in the idea of a code

I of ethics in common for the engineering

I. profession, and within the last year has

participated in steps to secure the

formulation of a code which would be

acceptable to all engineers. The sub-

sequent recounting in this article of the

progress of a code of ethics within the

American Society of Mechanical En-
gineers, during the ten years prior to

the inception of this joint code, will

convey an idea of the difficulties still

to be overcome. However, it is hoped
that, with the great incentive of the

need throughout the world for the re-

sumption of progress, and with the

realization that it is to America, free as

she is from the results of the War, that

the world is looking for leadership,

these engineers who are leading the

profession will be imbued with a new
determination and a concentration of

effort towards the realization of the

ideals of the professional engineer.

The Mechanical Engineer's
Responsibility to Society

The essential difference between a

professional man and one skilled in any

craft is the urge for his undertaking;

that is whether it is simply a means of

livelihood or whether it is the de-

votion of his talents to the common
good, trusting that he will receive

proper compensation. Assuming that

the latter concept of the obligation of

the mechanical engineer is accepted as

the essential end for his professional

career, then a code of ethics becomes

necessary not only to assist the mechan-
ical engineer in his conduct, but to

acquaint the world with what it may
expect from a professional man, thus

rendering the profession, as such,

stable and recognized by society.

History of the Code of Ethics of

The American Society of Me-
chanical Engineers

Those who are familiar with the

inner workings of the volunteer efforts

of individuals within societies, not



74 The Annals of the American Academy

alone professional, \*'ill appreciate the

fact that only on very rare occasions

and under some great incentive does

an organization ever become single-

minded and express itself as being so.

Actions must necessarily be com-

promise actions; radically new policies

are rarely attempted unless there has

been previous deficiency, and a new
policy is simply corrective of some
form of weakness. In a professional

society most of the members behave

themselves most of the time and fortu-

nately violations of the laws of pro-

fessional conduct are exceedingly few

and far between.

It is only when there is some flagrant

violation of the code, and considerable

publicity is given to the case that those

members of the society most ethically

minded wonder whether the principles

of conduct for fellow members have

been sufficiently prescribed and if they

have not, whether it would not be ad-

visable to revise the existing canons or

to make new ones. Of course this kind

of questioning does not take place very

often imtil the standards of conduct

have become fairly determined.

All the above is as a preamble to

saying that it was not until about 1910,

thirty years after its organization, that

the attempt was made within the

American Society of Mechanical En-
gineers to formulate a code of ethics.

In January of that year the Council of

the Society "approved the appoint-

ment of a Committee to consider re-

specting the advisability of the

Society's preparing a code of ethics."

A committee consisting of Mr. Charles

Wallace Hunt, Dr. W. F. M. Goss, and
Professor John E. Sweet was ap-

pointed. The discussion which led

the Council to take its first action is

not recorded, but a subsequent action

is stated to have been taken

:

Whereas, The Society is often addressed

cm the general subject, and Whereas, The

American Institute of Electrical Engineers

have just adopted an admirable code of

ethics:

Voted: That a Committee of three be

appointed by the President to consider and
report its recommendations to the next

meeting of the Council..

The first Special Committee of three

was later increased to five and its per-

sonnel changed to Charles Whiting

Baker, Chairman, Charles T. Main,

Colonel E. D. Meier, Spencer Miller

and C. R. Richards. It was this

augmented committee which in De-
cember, 1912, presented a report to the

Coimcil embodying a code of ethics.

The Council voted "to receive this

report and publish it in the journal of

the Society, with special emphasis on

the suggestion of the Committee that

the membership at large be invited to

make suggestions and criticisms, to be

sent to the Committee." It was also

voted "that this report be made a

matter of discussion by the Society as

a whole at its semi-annual meeting

held in Baltimore in 1913.

"

The proposed code was discussed at

that meeting of the Society and the

following action was taken

:

Resolved: That it be recommended to the

Council that the proposed code of ethics be

printed in pamphlet form and a copy mailed

to each member of the Society, accompanied

by a ballot so prepared that each member
may vote upon each clause separately; and

that if the majority of those voting are in

favor this meeting recommends that the

Council shall declare the report approved

and shall arrange for the appointment of a

committee on the interpretation of the

code.

The code was duly issued and sub-

mitted to letter ballot of the member-
ship in October, 1913, and the ballot

was favorable. The code was thereby

adopted by the whole Society. Mr.

Charles Whiting Baker, Chairman,

Charles T. Main, Colonel E. D. Meier,
i
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Spencer Miller and C. R. Richards, the

original committee which formulated

the code, were appointed a Committee
on Interpretations.

The First Code Adopted by The
American Society of Mechanical
Engineers

An analysis of the first code of ethics

of the American Society of Mechan-
ical Engineers reveals the fact that its

purport was chiefly admonitory. This

code, which was not a code of principles

so much as a code of recommended
practices in specific cases and injunc-

tions against performing specific acts

of impropriety is reprinted on page

271 of this volume.

Attempt at a Second Code

At the end of 1918 a wave of ideal-

ism swept through the United States

and professional engineering societies

made investigations of their activities

in the light of their new concepts. In

common with the other societies, the

American Society of Mechanical En-
gineers appointed a special Committee
on Aims and Organization which made
recommendations concerning the So-

ciety's activities and also concerning

the activities of a national engineering

organization in connection with the

community.
The report of this Committee con-

sisted of a series of different recom-

mendations, condensed to a minimum
number of words and enumerated
without very much preamble. The
object of such a report was to focus

attention on the most important

activities to be developed and to avoid

detail of discussion. The report of

this Special Committee on Aims and
Organization contained the following

regarding the code of ethics

:

Recommended: That it is the sense

of this Committee that a short code of

ethics of broad scope, general character

and positive rather than negative in-

junction, be prepared and that the same be

enforced vigorously.

Recommended: That a Committee of

five on Code of Ethics be nominated by
the President and confirmed by the Coun-
cil who shall report back to the Society at

the Annual Meeting.

Upon the adoption of these recom-

mendations by the Society, the Coun-
cil appointed a new committee, con-

sisting of Professor A. G. Christie,

Chairman, Mr. Robert Sibley, J. V.

Martenis, T. H. Hinchman, H. J. C.

Hinchey and Charles T. Main, to

prepare a new code, and to consider a
means for enforcing it. This Com-
mittee reported to the Council on
April 19, 1920 and the report was re-

ferred to the membership at the

Spring Meeting of the Society in the

following month.
The discussion at the Spring Meet-

ing was extended and earnest, and the

code was referred back to the Com-
mittee for restatement in the light of

the discussion.

At the same time the Society recog-

nized the recommendation of the

Committee that a code should be

common to each branch of the pro-

fession, and it was therefore offered to

the other engineering societies for their

consideration. This was the beginning

of the efforts for a joint code which are

still under way.
The Special Committee before re-

vising the language of the code thought
it well to take into consideration rep-

resentatives of the other engineering

societies and recommended the ap-

pointment of a Joint Committee. The
civil, mining and metallurgical, and
electrical engineers responded, as did

also the American Society of Heat-
ing and Ventilating Engineers, and
later the American Society of Refriger-

ating Engineers.

The representatives of the American
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Society of Mechanical Engineers on
this Joint Committee are expecting to

present again the proposed code, re-

vised in cooperation \vnth the represent-

atives of the other societies, at the

forthcoming Spring Meeting of the

Society. The Committee still adheres

to its plan of a Committee on Profes-

sional Conduct to enforce the code,

and in fact regards this as an essential

requirement.

The proposed code is printed in full

on page 271.

It is the belief of many now within

the American Society of Mechanical

Engineers that success is now not far

off. The forces operating for the

adoption of the code have now rein-

forcements from an entirely different

direction. The Committee on Con-
stitution and By-Laws of the Society

was requested two years ago to present

to the Society an entire revision of the

constitution and by-laws. This Com-
mittee has incorporated in the con-

stitution an article headed "Pro-

fessional Practice," the first section

of which reads:

In all professional and business relations

the members of the Society shall be gov-

erned by the Code of Ethics of the

Society.

This section of the constitution is

supplemented by the following by-law:

All members of the Society shall sub-

scribe to the following Code of Ethics as

required by the constitution:

(Here is to be inserted the new Code of

Ethics when adopted by the Society.)

There follows a second paragraph
in the by-laws:

All matters in connection witli the admin-
istration of the Code of Ethics shall be in

charge of the Standing Committee on Pro-

fessional Conduct under the direction of the

Council.

The duties of the proposed new
Standing Committee on Professional

Conduct are prescribed in the following

proposed new by-law:

The Standing Committee on Professional

Conduct shall, under the direction of the

Council, have supervision of all matters

relating to the Code of Ethics and its en-

forcement, as required by the constitution,

and as detailed in the rules. The Com-
mittee shall consist of five members and the

term of one member shall expire at the

close of each Annual Meeting.

These matters of the Constitution

and by-laws are likewise to come before

the Society at the forthcoming spring

meeting.

The work on a Code of Ethics for

Mechanical Engineers has, therefore,

consumed twelve years to date, and
has now the prospect of full realization.

Ethics of the Engineering Profession

By Frederick Haynes Newell
United States Reclamation Service, Washington, D. C.

IN its ideals the engineering pro-

fession is not surpassed by those

of any other group of public servants.

In practice, however, because these

ideals are so altruistic, it has been

found difficult to reduce them to a

brief statement and to secure general

agreement upon such statement. Most
attempts to produce a brief code

comparable with the Decalogue have
resulted in little more than an expan-

sion of the Golden Rule, such, for

example, as is the code of ethics

adopted by the American Society of
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f

Civil Engineers on September 2, 1914.'^

There has been much discussion by
engineers of the need of adopting a

comprehensive code in order that the

ideals of the profession may be pre-

sented clearly to the young engineer.

On the one hand, these efforts have
been scoffed at; indeed, in the case of

one of the national engineering socie-

ties, it was "decided that no gentleman
needed a code of ethics, and that no
code of ethics would make a gentleman
out of a crook." At the other extreme,

there are elaborate results, such as

those of the American Institute of

Electrical Engineers and other organ-

izations, quoted by Daniel W. Mead.^
The chief difficulty in agreeing upon

and adopting a code of ethics for the

entire engineering profession has arisen

from the fact that there is little

agreement, even among engineers, as

to the meaning or limitations of the

words "engineer" and "engineering,"

and of the word "profession" as

applied to engineering. In the evolu-

tion of the English language, the word
"engineer "has come into suchcommon
use and has been made to include so

many different practices that it is now
necessary to use some qualifying

adjective in order to have a common
understanding as to what is meant
when using this term.

Gradations of the Term, Engineer

In contrast, there is little relative

difference in conception when we
speak about an architect. This is a

term which applies to a rather limited

body of professional men, and, more-
over, it has been defined by law. In

contrast with this, the word "en-
gineer" as employed by a professional

engineer has an entirely different

^ For this code, see Appendix, page 273.

^"Contracts, SpeciBcations and Engineering

Relations." Daniel W. Mead, New York,

McGraw Hill Book Company, 1916.

meaning from that understood by the
general public or as interpreted by
court decision.

In Great Britain the engineer is a
mechanic, and, in legal usage, is a man
who operates an engine. The organi-

zations of engineers in Great Britain

are to a large extent comparable with
trade unions in America. In the

United States there are possibly a half-

million men who, in common usage,

are known as engineers, and yet none
of whom would be eligible for member-
ship in one of our great engineering

societies. The engineer, as the word
is popularly used, may be a mechanic,

a tradesman, or a professional man.
The division between these groups is

broad, and it is almost impossible to

draw a sharp line.

Some of the best known professional

engineers in the United States, promi-

nent in the affairs of technical en-

gineering societies, are themselves

business men as well as engineers,

managing or controlling directly or

indirectly large corporations which
construct, build, or sell engineering

works, machinery, or power. Many
of the leaders have come up through
the ranks, and at one time or another

have been draftsmen or mechanics,

and as such have been eligible for

membership in labor unions, even if

they have not actually taken out a

card. Others, educated in the best

engineering schools and for a time

serving as professional engineers, have
become business men and have gone

into contracting or trade relations

without losing their standing as pro-

fessional engineers.

Yet, in spite of these uneven grada-

tions, there is an attempt made at all

times to hold before the eyes of the

professional engineer certain standards

of conduct which differentiate him
from the business man, contractor or

mechanic. He cannot go so far as the
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architects in acquiescing to the first

rule of their code of ethics, which

states that it is unprofessional for an

architect "to engage directly or in-

directly in any of the building trades."

In fact the rigid adoption of such a

rule might bring under the ban some of

the most prominent members of the

engineering profession, owners or

partners in engineering corporations,

nor has it been found practicable by
engineers to follow the architects in

their declaration that it is unprofes-

sional to advertise. This drastic rule

has been softened by the statement

of the civil engineers that it is in-

consistent with honorable and dignified

bearing "to advertise in self-laudatory

language, or in any other manner
derogatory to the profession."

The ethical code of the engineer has

been founded upon such long experi-

ence as has demonstrated that " honesty

is the best policy." There may be,

and doubtless are, many members of

the profession who would prefer to

consider that their ethics were purely

altruistic and based upon the idealism

of Kant, following his stern precepts

of absolute devotion to duty and of

self-negation. Such men there are in

every profession, but the code of

ethics has been evolved not by these

stern idealists, but rather by the

appeal to common sense and fair play,

necessitated by the so-called practical

conditions that surround the profes-

sion. Thus the civil engineers make
the prohibition not against advertising

but against carrying advertising to the

point of self-laudation.

Because of the difficulty, found by
the difiFerent branches of the engineer-

ing profession, in agreeing upon a

common code, there has been a tacit

agreement upon the point that the

only way to perfect a code of engineer-

ing ethics is to follow the precedent of

the British Institution, namely, to

make decision upon specific questions

as they arise, the body of decisions thus

furnishing a code which it has been
found impossible to write out and to

agree upon in advance. Such decisions

reveal the underlying principles and
can be appealed to in other cases until

these principles thus become firmly

established in the minds of all con-

cerned.

The Case Method of Code
Building

This so-called "case" or project

method of building up a code has been
put into practice by the American
Institute of Consulting Engineers and
by the American Association of En-
gineers. In both of these organiza-

tions, composed largely of civil en-

gineers, a simple code has been adopted,

and then, as specific cases arise which
seem to need consideration, each of

these has been considered on its merits

and a decision published, stating,

without giving names, the facts of the

case and the conclusion reached by
the Practice Committee. As these

cases increase in number and cover

more and more widely the conditions

which occur in actual practice, there

must result a better comprehension,

not only of the ideals of the pro-

fession, but of the way in which these

may be put into effect.

There are thus taken up and con-

sidered in succession, numerous ques-

tions regarding professional conduct
as these arise between members or in

daily contact with federal, state, or

local officials and business men. The
simpler personal matters are passed

over quickly by the Practice Commit-
tee, but those involving the applica-

tion of an important principle of

ethics are given full consideration and
are ultimately published without name.
They thus form the basis for general

discussion and become interwoven in
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the thought of engineers. The de-

cisions result in a body of practice

which in effect performs the function

of a code of ethics, a code based upon
positive or experimental data.

"It is certain that while experience

has shown that an authorized and
definite code of conduct is generally

subversive of moral stamina through
its absorption of personal responsi-

bility, still ethics must be made
work-a-day to a considerable degree,

for they can then, if not slavishly

followed, serve as guiding lights, or as

points of departure, when a particular

situation finds an individual unpre-

pared by his own experience."

Of course, no code can satisfy all

conditions. As has been stated, "En-
gineering, like war, is in practice a far

more developed complex than when
considered speculatively and coldly as

a science. When it enters the world

of commerce, it gathers the burdens of

human nature. Its problems become
those of business as well as those of the

laboratory." ^

Engineering as a Profession

There has always been, and probably

always will be, a wide difference of

opinion as to whether or not engineer-

ing is a learned profession comparable
to law, medicine and the ministry.

There are plenty of examples of devo-

tion to ideals and of a purely profes-

sional attitude of mind in engineers

comparable to that of any body of men
in any one of the older professions.

On the other hand, the advocates of

the view that engineering is not a

profession point to the facts, above
noted, that the great body of men who
are called engineers are by no means
professional men, but are actively

engaged in the ordinary business of

life.

* Engineering t^ecQrd, March 17, 1917, page
409.

Various organizations of engineers

have attempted from time to time to

meet this condition, and, as they term
it, "to raise the standard" of the

profession. Great care is taken in

passing upon the credentials offered

and in admitting the applicants to full

membership, with the idea that in so

doing there will be segregated from the

great mass of so-called engineers a
rather select group who in their pro-

fessional characteristics will be com-
parable to an equal number of members
of one of the other professions. The
principal difficulty, however, arises, as

before indicated, in the fact that

engineering is entering more and more
definitely into the life and business

of the ordinary citizen, so that the

leaders in the profession often become
drawn into executive positions, dealing

in a large way with business affairs.

Thus arises the anomalous situation

in which leaders who may have passed

through the professional stage of life

have now evolved into business men
and are conducting great corporate

efforts, especially public utilities, along

lines which, in the popular mind at

least, are not compatible with the code

of ethics which should be followed by
the younger applicant for admission to

the organization.

Engineering is a profession in the

same sense that pure mathematics is a

science, but the value of engineering

to the human race is so great and so

dependent upon practical application

to every-day life that the profession,

and the professional man if successful,

becomes immersed in business relations.

Group Organization Among
Engineers

The history of the organization of

engineers is of interest, as illustrating

the continual struggle between idealism

on the one hand, which would produce

a well-rounded code of ethics and, on
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the other, the practical considerations

which have made such a code impos-

sible of acceptance by all kinds of

professional engineers. The first not-

able attempt at organization was
made in the city of Boston and re-

sulted in 1848 in what is now the

oldest engineering society in the United

States—the Boston Society of Civil

Engineers. This association is care-

fully guarded in its membership; it

attempts to preserve the highest

possible professional standards among
a type of engineers and of people

readily recognized, wherever met in

any part of the world, as distinctly

"New England." The traditional

New England conscience and thorough-

ness have triumphed through all the

decades and have set a model for

other engineering organizations, for, on

examining the constitutions adopted

by nearly every subsequent society, it

will be seen that the phraseology of the

Boston society has formed the ground-

work.

Next in time was the organization

in New York in 1852 of the American

Society of Civil Engineers, which

followed upon the excellent precedents

already established. This organiza-

tion has grown steadily and has

adhered largely to its early standards,

rigidly holding to these and in effect

excluding the great body of practising

engineers. It has thus forced the

organization of many other rather

specialized national societies, several

of which have exceeded it in number
of members.

It is to be noted that the Boston

Society and that in New York were

obhged even at that early date to use

the qualifying word "civil" as sepa-

rating the members not only from the

military engineers but from the me-
chanical engineers, as well as from the

engine runners, such as locomotive

engineei^, who in turn have formed

the most powerful trade union of the

country.

The tendency to restrict the use of

the words "civil engineers" to a rather

narrow group of men interested in

bridges and other large structures,

rivers and harbors, waterworks, sewage
and roads, finally forced the rapidly

widening groups of engineers who were

interested in mechanical lines to form
the American Society of Mechanical

Engineers; and, because of the fashion

thus set, the American Institute of

Electrical Engineers then separated

themselves from the other engineers.

The mining men also found that the

requirements for admission to the

American Society of Civil Engineers

were too restrictive, and they in turn

formed the American Institute of Min-
ing Engineers. The requirement for

membership in the latter society was
so different from that of the older

American Society of Civil Engineers

that for over a decade the older

society refused to come under the

same roof, largely because of the feeling

that there was not sufficient restric-

tion as regards professional standing

in the great body of members of the

society of miners.

Thus have been formed many na-

tional societies of civil engineers, as

distinct from military engineers, di-

vided by somewhat arbitrary technical

lines, for the civil engineer frequently

has to do with the mechanical and
electrical devices or structures of the

mechanical and electrical engineers,

or vice-versa. These divisions have
arisen largely from the divergent views

as to requirements for admission to the

national society. At the same time

many state organizations have been

formed, largely political in character

in the sense that the laws of each state,

differing from those of its neighbors,

necessitated consideration of en-

gineering matters, such as drainage.
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road-building, waterworks, andsewage,
in their relation to the geographic and
political entity of the state. These
state societies have necessarily been
organizations not of civil engineers

alone but of men practising the pro-

fession of engineering. They include

in their membership a large proportion

of so-called practical men, surveyors

and others who have picked up the

work and have been educated not in

engineering schools but in the "college

of hard knocks."

In each of the principal cities of the

United States it has also been found
desirable to bring together men who
practise engineering, in order to in-

crease acquaintance and to discuss

engineering problems with particular

reference to local conditions. There
are also in each city small groups of

members of the national societies,

either meeting separately or occa-

sionally cooperating with each other

and with the local society of engineers,

many of whose members are frequently

not eligible for membership in the

national organizations.

Thus, a list of engineering societies

will include a dozen or more national

organizations, a score or more of state

engineering societies, and a hundred
organizations, one or two in each of the

principal cities, each with different

standards, cooperating occasionally or

competing for membership.

The listing of engineering societies is

complicated by the fact that there are

many organizations, some incorporated,
of men who as in the case of the so-

called ' * sanitary engineers
'

'may ormay
not be engineers according to the def-

inition accepted. Some of the "sani-

tary engineers" are simply successful

plumbers who may or may not have

had an education in the theory of

engineering, but who are practical

business men.

Need for Standards of Engineering
Conduct

The reason for the creation of

standards is evident from the brief

review above given. The older, more
conservative societies believe that it is

of the highest importance to the public

and to the profession that certain

standards be set up and carefully

observed. Their concern is mainly
for creating and preserving a certain

prestige and for rigidly excluding the

applicants who do not meet this

standard. At the same time, in-

ternally these older organizations are

continually shaken and their growth
and influence often reduced by the

interminable struggle between the two
factions, since the conservatives are

continually trying to raise the standard
as against the efforts of the progres-

sives who are looking towards the

wider influence of the larger society.

On the part of these liberals it is urged
that every man who is making a
living by the practice of engineering

should become a member and, as such,

be educated and impressed with high
standards by contact with men within
the society, and not be forced to the
alternative of joining a labor union if

he desires to do his part toward im-
proving the condition of his fellow

engineer.

The reasons for the creation of the
"standards" are those which underlie

the ideals of the closed shop which,
originated by the medical profession,

have been adopted in large part by the
lawyers and put into still wider effect

by the labor unions, who have become
most apt pupils in this regard. The
engineering profession, as a whole, may
be said to alternate between the ideals

of an open, competitive business on the
one hand, and, onthe other, a restricted,

licensed, or registered group, such as

that of the lawyers and doctors, oi:
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the closed shop of the labor unions,

each professing to seek the highest

service to humanity through raisingand

maintaining certain group standards.

Activities of Civil Engineering
Societies

Considering the members of the

civil engineering profession and the

group action taken by them, it is to

be noted that as such they have not

attempted to cooperate very widely in

their activities with other bodies of

engineers, such as the mechanical, the

electrical, or the mining. There has

been a conscious effort in most organ-

izations of civil engineers to bring to-

gether only "the best people" and to

realize the ideals of the old Greek term,

"aristocracy," in its best sense- Each
society of civil engineers has pursued

its own way, and the largest, the

American Society of Civil Engineers,

has kept out of most "entangling

alliances." Though persuaded at a

late date to make its home on top of

the Engineering Societies' Building, it

has not taken such action as, in the

opinion of the majority of its members,

would reduce its standards to those of

its neighbors on the lower floors of the

building. Thus it has up to the pres-

ent time kept out of the Federation of

American Engineering Societies, though

cooperating with some of the societies

in specific matters.

In spite of this somewhat exclusive

attitude, the civil engineers have

entered into conferences, one of the

most notable of these being the Joint

Committee on a Code of Ethics for

Engineers, consisting of representatives

of the American Society of Civil En-
gineers and four other national en-

gineering organizations. The report

of the Joint Committee, together with

the proposed code, is included else-

where in this volume.*

, *See Article by Mr. Christie, page 101.

As regards publications, there has

been practically no cooperation among
the civil engineering societies, but

each has issued its own annual or

periodical literature, differing in general

style and presentation from that of

other similar bodies.

General Type of Civil

Engineering Societies

While there are a considerable

number of civil engineering societies

such as those mentioned, the Boston,

the American, the Canadian, and
others, national, state and city, there

is a similarity in their type and activi-

ties, since, as above indicated, each in

turn has been patterned largely upon
the predecessors.

The standards for admission to

membership in the civil engineering

societies as such have usually been

considered somewhat more restrictive

than those for admission to other en-

gineering societies, following in this

respect the standard set by the Boston

Society and the larger American.

Many professional engineers, looking

back over the history of the profession,

regard this attempt at creating and
maintaining a high but rather narrow

standard as one of the misfortunes of

the profession, as it would have been

possible, a few decades ago, to have

brought in and kept in one great

national society, all of the engineers,

mechanical, electrical, mining, chem-

ical, etc., thus having a body which in

strength and influence would have

been comparable with the American

Bar Association.

Divided, however, as are the en-

gineers in these many specialized or

technical societies, they, as a group,

exercise a minimum of influence in

public affairs. It may be said that

until the mining engineer, Herbert

Hoover, with his remarkable personal-

ity, came to the front, the engineer as



Ethics of the Engineering Profession 8S

such was little known or regarded in

public affairs. He had been considered

as the "hired man," and almost never

served as a leader in commissions or on

other public bodies. This condition

is traceable in part to the fact that the

engineers, following the standards

which they have set, have not made
their strength felt in the large affairs

of the state and nation.

Financial Support

All civil engineering societies are

supported by annual membership dues,

these being employed in large part in

payment of the salary of a secretary

and in the cost of correspondence and
publication. A few of the older socie-

ties have accumulated a substantial

sinking fund, while other civil en-

gineering bodies are adopting the

principle of reinvesting the money for

the benefit of the existing membership
and getting the largest immediate re-

turn possible from such investment in

current activities.

Compared to those obtained by
some of the other professions, the

ordinary fees or compensation re-

ceived by the civil engineers are quite

low, and this situation is reflected in

the amount of money available for

current expenses by the civil engineer-

ing organizations. Few, if any, at-

tempts have been made by the civil

engineers as suchto examine thoroughly

the question of compensation, and
it has been largely because of this

apparent indifference to the fundamen-
tals of individual welfare that a large

number of the younger men, who
might have been interested in the

civil engineering societies, have found

an outlet for their energies and an
opportunity for helping each other

through joining the more progressive

American Association of Engineers.

The annual dues of the American
Society of Civil Engineers are

those of the American Association of

Engineers, $15, and of most of the

state or city societies, $10 or less.

The number of members in the Ameri-
can Society is over 9,000, and the

American Association of Engineers,

composed largely of civils, has over

22,000, while in other organizations

of civil engineers, the membership is

usually below 500. For these dues

the members receive an annual report

or periodicals, supported in part by
advertising.

Enforcement of Standards

As a rule, there have been relatively

few attempts to protect the standards

of practice in the engineering pro-

fession. In fact, the safeguarding of

the profession is confined as a rule to

the examination of the credentials of

the applicant. Onc6 admitted, the

case must be extremely flagrant before

any action will be taken by the or-

ganization. In this respect the con-

dition is similar to that of the older

professions where the guild or class dis-

tinctions and "professional etiquette"

prevent criticism of a feUow mem-
ber. There have been cases where
the dereUctions of a member have
been considered in executive session

by the governing bodies, and pre-

sumably warnings have been issued,

but these cases are usually carefully

guarded, not only from discussion by
the public but from the members of

the society, themselves.

The usual procedure for dealing

with those who violate accepted prac-

tice is for the matter to be brought

before the governing body and re-

ferred to a select committee with a

view to going into the details, the

whole procedure being highly con-

fidential in its nature and the final

decision unknown outside of the small

group involved. This has had its

good and bad effect; good, in protect-
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ing tlie engineer from unfair criticism,

and bad, in creating a feeling that the

members of the profession are in-

different to practices whicli apparently

have gro\\'n up without restraint.

The American Association of En-
gineers, appreciating this condition,

has attempted to handle these cases in

such a way that the members and the

public in general are informed con-

cerning the results and are thus made
aware of the fact that improper prac-

tices will not be condoned.

The only penalty wliich may be

enforced by a civil engineering society,

for violation of its standards, is ex-

pulsion from the society, this being

largely a matter not made public.

The assumption is that no man who
has been admitted would be guilty of

improper practice after the careful

scrutiny given in advance, and that

should he fail to live upto the standards,

the fact of dismissal froin the society

should be adequate punishment.

The Civil Engineer and Public
Welfare

The civil engineers with their ultra-

conservatism have largely refrained

from taking part in public affairs,

and have not been conspicuous in

initiating legislation or regulations for

the protection of the public, such, for

example, as have characterized the

medical profession. It is true that

individual members have been prom-
inent in various reforms having to do
with better water supply and sewage

systems, better roads and bridges, but,

as a body, the civil engineers have
kept away from active participation

in public affairs. In this respect they

have not exercised the influence which
a group of highly-trained and experi-

enced men should have had.

In a similar way the civil engineers

have been extremely cautious in taking

any action which might be construed

as sustaining or "backing up" the

memliers of the profession in the

individual efforts toward improvement
of social, economic, or political rela-

tions. Many an able civil engineer

has been dismissed from public posi-

tion, or has been severely criticised,

without any outward support from the

organization to which he belongs. In

fact, the caution displayed has been

criticised as bordering upon timidity.

In this respect, the civil engineers, as a

group, do not appear to have a strength

in sustaining sound public opinion at

all comparable to that of other groups

of engineers or to doctors and lawyers.

From what has been stated before,

it appears that, in outward appearance

at least, the civil engineers, while

individually setting a high standard

for themselves, have, as group organi-

zations, not been leaders, nor have they

developed the ideals of leadership

among the younger men. This is

undoubtedly due to the type of educa-

tion which has tended in the past to

emphasize in the mind of the young
engineer the ideals of modesty and
self-effacement, to "let the work speak

for itself" and not to put himself

forward in expressing opinions. This

is in striking contrast to the attitude

presented to the young lawyer, who
from the outset is instructed as to his

duties, as a man and a citizen, to use his

best efforts, not only before the courts

but in every public meeting; to help in

discussion and to take the leadership

which is due to the educational ad-

vantages which he has had. He is

impressed with the fact that since the

public has directly or indirectly con-

tributed to his education, he has a

duty in turn to the public to take an

interest in its affairs.

The young engineer, on the contrary,

impressed with the necessity of ac-

curacy and thoroughness and with the

importance of a caution which will
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provide a large factor of safety, is

inclined to let public affairs take their

course until such time as he may be

called upon to assist the men who have

become practically the self-constituted

leaders of affairs.

The greatest need among civil en-

gineers as a group is to correct this

false modesty, and, while maintaining

a high standard of professional attain-

ment, couple this with the true con-

ception of the duty of an educated

man—never to hold back at timeswhen
he can be of service to the public.

Employment

In the matter of employment the

civil engineers, as distinguished from
other professional engineers, have
tended to lag behind. In fact, one of

the strongest criticisms against the

civil engineering societies has been

their neglect of this whole problem of

the welfare of the young men entering

the profession, both in the matter of

compensation and of employment.
The ideals taught in the schools have
been largely those of devotion to the

work, such as would make it quite

improper for the young civil engineer

for many years to give consideration

to his compensation or personal com-
fort. In fact, it has been rather a

source of pride, that in the construction

camps, in survey parties, :;nd else-

where, the engineer has worked the

longest hours, endured the greatest

hardship, and has received a pay
less than that of the skilled workman
or mechanic.

It has been regarded as unprofes-

sional to consider rates of pay, es-

pecially for the lower positions in the

ranks of civil engineers, and much
criticism was showered upon the

American Association of Engineers

because it did discuss the proper rates

of compensation for the men entering

upon the civil engineering profession,

such as draftsmen, rodmen and in-

strumentmen. It was urged that such

action flavored too much of labor

unionism.

In the same way, consideration of

methods of securing employment was
under the ban for many years, and
while some of thehighermembers of the

profession who had reached the grade

of consulting engineers were ready to

discuss proper fees and rates of pay,

these men as employing engineers were

not at all keen in considering the claims

of the great mass of younger men
from whom their ranks would ulti-

mately be recruited. It may be said

that until the American Association

of Engineers led theway in thedevelop-

ment of an employment service, the

principal groups of civil engineers did

not look upon this with much favor.

In short, in studying the code of

ethics of the civil engineers, the im-

pression is strong that this has been

considered largely with reference to

the relatively few men who stand near

the head of the profession, and has not

taken into view the great body of

younger men, recently graduated from
college, who have the greatest needs,

not only as regards practice but also

as regards their inexperience in the

profession. For this great body, who
form the rank and file of civil engineers

and who furnish the greater part of

the finances of the organizations, there

is a special need of a code of ethics and
of specific applicaltion of such a code, in

order that they may properly pursue

a middle course, avoiding, on the one

hand, the selfish practices which are

attributed to some of the labor unions,

and, on the other hand, the extremes

of an over-sensitive conscience or

timidity which has kept the civil

engineers out of the larger affairs of

daily life.
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Ethics of the Electrical Engineer

By Carl Hering, D.Sc.

Consulting Electrical Engineer, Philadelphia, Pennsylvania

PROFESSIONAL engineers deal

primarily with the forces of

nature and are, therefore, governed in

their work by the laws of nature; as

mother nature demands and insists

upon absolute obedience to her laws

from which there is no appeal and which
cannot be circumvented, the engineer

is, by the very nature of his profession,

brought up to respect and obey the

laws which are fundamental to his

work. Any violation of these laws is

certain to bring its own punishment
with it, even without a trial, either in

showing the ignorance and therefore

unfitness of the violator, or, what is

worse, the deliberate practice of what
he knew was wrong. Moreover, many
human lives are often at stake when an
engineering structure fails; hence the

engineer realizes that his responsibility

in many cases is very great.

As has often been said by way of

comparison, the physician can bury
his mistakes six feet under the ground,

the lawyer can pass the blame to the

jiuy, court, or witnesses, and the

minister can often find a quotation

from the Bible which, taken literally,

may seem to uphold him in a mistake

he may have made; but when the

engineer makes a mistake or violates

the laws which are fundamental to his

profession, he cannot hide the blame or

pass it to others. Since, then, there is

generally no question who is respon-

sible, and no escape from censure, he

must be doubly sure of what he does

and how he does it. His profession is

therefore by its very nature on a high

plane, as far as it concerns obedience

to the laws of nature, a thorough
knowledge of his branch of learning,

which involves a higher education

extending over many years, conscien-

tiousness, and regard for the eflFect of

his work on others.

Training in such an atmosphere
cannot fail to have an important
bearing on the ethics of engineering

conduct; the records of the profes-

sional lives of many noted engineers

bear this out, as does also the ruination,

professionally as engineers, of those

who have violated the principles of a
high code of ethics. "The engineer's

intellectual relations with his subject

involve a contact with nature and her

laws that breeds straight thinking and
directness of character and for these

the world is constantly according him a
higher and more honorable place." '

Engineering as a Profession

That engineering is recognized as one

of the so-called "learned professions"

and as such is in a class with the

medical, legal and other professions,

is probably now generally conceded, at

least when the nature of the work is

limited to true engineering as distin-

guished from commercial work, and is

based on high educational qualifications

acquired at a college of good standing,

supplemented by years of experience

and training and the intelligent appli-

cation of such knowledge. The re-

quirements in educational qualifica-

tions and training are quite as great,

if not greater than for some of the

other professions. But to the mind of

the public, unfortunately, the term

"engineer" often means the mechanic

who operates a locomotive or some
other form of engine.

The preceding statements apply to

the profession of engineering in general,

* (Gano Dunn.)
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embracing four main divisions, elec-

trical, mechanical, civil and mining, with

many sub-divisions. Though the par-

ticular codes of ethics of the various

branches may differ somewhat, owing

to the differences in the nature of the

work, in general they are based on

the leading, centuries-old principle,

"Do unto others as you would be done

by," and not on that modern version

of it, used by some business men, "Do
others or they will do you."

The "Code of Principles of Pro-

fessional Conduct" adopted by the

American Institute of Electrical En-
gineers is published elsewhere in this

volume.^ The present article will be

limited to replies to some of the ques-

tions which the author has been asked,

concerning his profession.

The American Institute of Electrical

Engineers, organized in 1884 and
having a membership of between

12,000 and 13,000, is the only large,

national society of electrical engineers,

including in its membership all the

leading men of this division of the

engineering profession. It may be

said to be the law-making organization

of this division, and its high motives

may be relied upon. It is supported

by membership dues and has three

grades of members, of which the much
coveted highest grade, that of fellow,

is restricted to those who have certain

high qualifications. Young men have

easy access to associate membership;

for the advancement to full member-
ship definite requirements are neces-

sary, referring chiefly to the applicant's

record and to the reputation he has

gained by his work in the past. There
are many other societies and organiza-

tions dealing with special branches

and they may have their own code of

ethics, but this is the senior or parent

institution for the electrical engineering

profession.

* See Appendix, page 274.

That its members have respect for

high principles of proper professional

conduct is indicated by the fact that

no member has ever yet been expelled,

though in one case a member whose
conduct was being investigated by the

Committee on Professional Conduct,

resigned before the case was concluded,

and his resignation was promptly
accepted. A small number of other

cases have been considered by this

Committee from time to time. At
present a recommendation is under

consideration that a brief statement

of such cases and the actions taken be

published in the monthly publication

of the Institute, without giving any
names.

The clause in the constitution

gov^erning the subject of expulsion is

as follows:

Sec. 15. Upon the written request of

ten or more Fellows, Members or Associates

that, for cause stated therein, a Fellow,

Member or Associate of the Institute be

expelled, the Board of Directors shall

consider the matter, and if there appears to

be suflBcient reason, shall advise the ac-

cused of the charges against him. He shall

then have the right to present a written

defence, and to appear in person or by
duly authorized representative before a

meeting of the Board of Directors, of which

meeting he shall receive notice at least

twenty days in advance. Not less than

two months after such meeting, the Board
of Directors shall finally consider the case,

and if in the opinion of the Board of

Directors a satisfactory defence has not

been made, and the accused member has

not in the meantime tendered his resigna-

tion, he shall be expelled.

The Need for Principles of
Engineering Conduct

From the nature of the different

engineering branches, differences arise

which have some bearing on pro-

fessional conduct. Under the broad

term of electrical engineers, there are

included salesmen, contractors,J[manu-
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facturers, administrators, organissers,

financiers, promoters, etc., many of

whom may have started as college-bred

engineers, but have branched off into

these other vocations, for which they

were often very well fitted by reason

of their engineering training. Their

interests are, however, sometimes di-

rectly opposed. To manufacturers and
those entrusted with the selling of a

product or project, "the exigencies of

selling are so constantly forced upon
them, that it produces in their circles

a commercial atmosphere quite at

variance with strict professional views,"

to quote from a leading engineering

journal. Technical journals them-
selves may not always be free from the

influence of their advertisers. Another
technical journal last year said edi-

torially, "It is to be hoped that the

year 1921 will see real progress in the

establishment of codes of ethics in the

various engineering societies, or, better,

the establishment of general funda-

mental principles of engineering ethics

on which the individual societies may
build." Still another technical journal

asks, "Is engineering a profession or a

business?" and impHes that it must
be one or the other, stating that "we
are at the parting of the ways."

This distinction refers to the modern
large organizations, as distinguished

from the individual engineer, in con-

ducting engineering work; it implies

the old saying that "corporations have
no souls." The differences between
the ethics of such large organizations

and of the individual engineer is a
subject of discussion which space does

not permit going into here.

Within the near past, another de-

parture of a somewhat psychological

nature has been added to the engineer-

ing profession, that of the science of

dealing with men, as exemplified in

the legend in the great National

Engineering Library in New York

City, which states as a conception of

engineering: "Engineering—the art of

organizing and directing men, and
of controlling the forces and materials

of nature for the benefit of the human
race." The last part of this legend was
formerly one of the definitions of an
engineer; the former clause has mor^
recently been added, though not by
unanimous consent. In the opinion

of some, the term engineering is being

broadened too far.

It is often diflBcult to draw sharp

lines between the many different

practices, as to where true engineering

begins and ends. The title of "en-

gineer" is a coveted one, and rightly

so, as long as it implies a long and

difficult course of education and train-

ing, and it is therefore natural that its

appropriation is broadening. A code

of ethics is naturally a different matter

for one who deals with the application

of nature's laws of matter and energy

for the benefit of mankind, than for

one who deals merely with getting the

largest number of dollars; though of

course the true engineer must of ne-

cessity also consider the cost of projects.

For the purposes of the present article,

however, the term professional en-

gineer may be supposed to apply to

those who occupy themselves ex-

clusively with the true profession of

engineering, in its older sense of ap-

plying the laws of matter and energy

to the benefit of mankind by the

design, construction and use of en-

gineering structures. The statement

of Francis Bacon in the preface to his

"Maxims of the Law" applies to

professional engineers as well: "I

hold every man a debtor to his pro-

fession, from the which as men of

coiu'se do seek to receive contenance

and profit, so ought they of duty

to endeavor themselves by way of

amends to be a help and ornament

thereunto."
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The Engineer and Public Service

As the progress of the world, the

comforts of man and his ability to

produce, are so very largely due to the

work of the engineer, his work is of the

very greatest importance; he therefore

naturally interests himself also in the

public welfare in behalf of which he

should "be ready to apply his special

knowledge, skill and training for the

use and benefit of mankind," and with

loyalty to his country, evidence of

which was shown in the recent War,

which, to a greater extent than ever

before, was dependent on the skill of

the engineer.

In connection with testimony by
engineers in legal cases, a clause in

one of the engineering codes says: "To
render reports or testimony intended

to deceive is highly unprofessional,"

a maxim which contrasts with the

guiding principle of some lawyers:

"Win the case; win it honestly if you
can, but win it."

The engineer's work is often con-

nected with some form of public

service and he is therefore concerned

with the public and with public welfare.

His obligations to serve the public con-

scientiously to the best of his abilities are

thereby instilled into him; his natural

repugnance to act against the interest

of the public, or of those in his charge,

when urged to do so by his less scrupu-

lous superior oflBcer, perhaps a politi-

cian, a contractor or a financier, has

cost many an engineer his position.

Untiring efforts are made by those

of experience in the profession to

advance the standards of education

and training of the rising generation

of engineers in the schools and colleges;

the subject is frequently discussed at

the sessions of the American Institute

of Electrical Engineers between those

who know what is needed in actual

practice and those who do the teaching

and training; both willingly cooperate

to the great advantage of the student.

Any special recruiting for the pro-

fession of electrical engineering seems

hardly necessary, as the great interest

taken by many young men in this

branch of engineering seems to be

sufficient.

An employment service is conducted

by the Institute; in general, any form

of service pertaining to electrical

engineering, either to its members,

the profession, the public, or the

government, which is of such a nature

that it can best be done by this large

national organization, including in its

membership all the leading electrical

engineers of the country and many
in foreign countries, is willingly under-

taken and intelligently carried out.

In many instances, the Institute has

set an example to others.

i

Procedure in Developing Ethical Standards Adopted
by the American Association of Engineers

By H. W. Clausen
Treasurer of the American Association of Engineers; Chairman, Practice Committee, American

Association of Engineers

THE maintenance of the proper develop the service of the engineer to its

ethical relations of the profes- maximum of usefulness. Clearly, one
sional engineer both with the public of the essentials to a constructive and
and with his fellow engineers is becom- vigorous policy leading to the har-

ing of great importance in the effort to monious cooperation of all concerned.
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is a definite standard or code of ethics,

adherence to whicli can be relied upon
to build up the mutual confidence vital

to successful professional ser^^ice under
the complex conditions existing today.

The necessity for a comprehensive

code of ethics has been quite generally

recognized by the leading engineers of

the country and much has already been

accomplished in crystallizing profes-

sional opinion in regard to the many
phases of the subject. A significant

forward step has been made by a group
of engineers in the formation of the

American Association of Engineers.

Although many reasons prompted the

creation of this association, it may be
said that the desire on the part of its

organizers for definite machinery ca-

pable of adequately and promptly
handling the various problems relating

to the ethics of the engineering profes-

sion was the principal thought in mind.
Effective bodies have long been in

existence to deal with the technical side

of engineering service and in the course

of their work much has also been done
to advance the standard of practice

from an ethical standpoint as well. It

was thought, however, that the estab-

lishment of the American Association

of Engineers would be helpful in pro-

viding a means for determining a gen-

eral code of ethics and in interpreting

that code in specific problenxs of every-

day practice; and that, further, it

would provide a prompt means of tak-

ing disciplinary action in the enforce-

ment of penalties for violations of the

standards set up to govern practice,

wherever such action would be in the

interest of the public welfare.

Reasons for a Written Code

It may be said with some justifica-

tion that the standards of good citizen-

ship and of honest dealing form a sufla-

ciently exact body of principles for the

great majority of the engineering pro-

fession, and that for such men as make
up this majority anything further is su-

perfluous and unnecessary. Certainly

engineers, although belonging to what
is connnonly felt to be one of the newer
professions, have demonstrated and are

now showing as high a conception of

honorable and upright public service as

any of the older professional groups.

But the acceptance of a practical code

of ethicsby the members of a profession

is a declaration of their faith for all the

world to know and there are times when
recourse to this written standard would
serve as a helpful guide, as does the

chart to the navigator.

This is especially true of the younger
men in the profession who are naturally

students of precedent and who are anx-

ious to guide their practice instrict con-

formance with established principles.

Moreover, it would be untrue to say

that there are no departures from the

highest ethical standards on the part of

engineers . Hereand there are examples

of deliberate unprofessional conduct

injurious to the public welfare and to

the engineering profession. Discipli-

nary action in such cases would, if

properly taken, do much to raise the

profession of engineering in the public

mind and would react favorably upon
those engineers whose practice is

founded upon truth, honesty and duty.

An army without the necessary dis-

cipline thoroughly to control its mem-
bers often suffers immeasurably from
the action or lack of action, as the case

may be, of a few irresponsible individ-

uals whose conceptions of duty are

warped by selfishness and whose aims

are remote from those dictated by
the principles of service to a higher

cause.

The first step in the work of the Am-
erican Association of Engineers, then,

was the development of a written code

of ethics, a statute, as it were, which
would be generally regarded as correct
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and enforceable. With a view to mak-
ing the first draft of this code a clear-

cut unequivocal statement of high prin-

ciples, the responsibility for writing it

was placed upon an individual. Isham
Randolph, now deceased, an engineer

of outstanding character and integrity,

was selected and he wrote the code
which is printed in full on page 277. It

has attracted wide attention and favor-

able comment as being an assembly of

principles recognizing the importance
of enlightened self-interest on the part

of the individual engineer and yet

broadly emphasizing the responsibility

of the engineer to his client and the

public.

It is an exceedingly diflScult task to

draw up a code which will in a single

document provide adequate expression

for the ideals of the profession and at

the same time set forth detailed

rules of conduct. It seemed necessary,

therefore, for the Association to appoint

a Practice Committee, the duty of

which is to interpret the code of ethics

for every-day use. This interpretation

is done by the consideration of particu-

lar cases and problems in a broad and
general manner, with names, locations,

etc., omitted, and decisions are then
arrived at, based upon the specific facts

given. The decisions of this Practice

Committee are next referred to the Na-
tional Board of Directors as recom-
mendations. If approved, they are

published and act as precedents for

professional conduct under similar cir-

cumstances. These decisions may be
roughly compared to court decisions in

common law.

To provide for any appeals which
may be made from Practice Committee
decisions, a judiciary committee will be
formed which will have disciplinary

power for the enforcing of penalties

upon violators of the code of ethics or of

decisions of the Practice Committee.
As an example of the problems con-

sidered by the Practice Committee the

following cases which have been passed

upon and approved may be of interest

:

Case 15

A firm of engineers by name of A, lo-

cated at B in state C, advertise and sell

their services as consulting engineers.

They are also manufacturers' represen-

tatives for several of the largest manu-
facturers in the United States. Among
others they act as consulting engineers

for the city of B and on work which they
recommend and on which they write
specifications. They also give prices to

contractors and bid on the machinery.
Question.—Is it ethical for A to sell

their services as consulting engineers to

the city of B and also, acting in the
capacity of sales engineers or manu-
facturers' representatives, to furnish

prices on the commodities that they
sell to contractors bidding on the work
of city B when A makes a recommen-
dation of award?
Answer.—Generally, no. There might

be a peculiar combination of circum-
stances where this might be correct,

but never should it be undertaken
without the fullest of publicity and then
only in cases where the public interest

demands it.

Question.—In the above, would the
situation be altered if A made a direct

bid to city B for the required com-
modities or machinery?
Answer.—Generally, no. Exception

under conditions mentioned above.

Question.—^As a general policy is it

ethical for engineers to design work or

write specifications for clients and also

have an interest, direct or indirect, in

the materials,equipment or other things

going into the construction work of the
clients?

Answer.—^As a general policy it is not
ethical for engineers to have an interest

direct or indirect in the materials,

equipment, etc. going into the construc-

tion work of their clients except that

the clients be advised in advance of the
nature of the interest of the engineer

and sanction of the client be obtained.
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Case 16

A is engineer for a county and re-

ceives his pay in fees for the design and
supervision of engineering structures

let by the county under contract to

builders. Another engineer, B, pro-

poses an alternate solution for one of

A's problems, engineer B to receive his

compensation from the builder who
submits B's plan as an alternate. The
statutes of the state provide for this

method. The compensation for A is

the same whichever plan is used, and
the alternate structure must ultimately
have the approval of A.

Question.—Is it unprofessional or

unethical for engineer B to propose an
alternate solution through a bidder?

Answer.—No.
In the above question, suppose en-

gineer A opposes the alternate plan and
charges B with unethical practice.

Question.—If the practice is held to

be ethical, then is engineer A unpro-
fessional when he charges engineer B
with unprofessional practice?

Answer.—Yes, if B's proposition is

made in good faith for the public bene-
fit; however, A should not be consid-

ered unethical for an honest expression

of opinion, so long as it was courteously
stated.

Engineer A and engineer B each
prepare alternate plans for contractors

to submit bid at a letting. The owner
then employs engineer C to determine
which of the two is the better solution.

Engineer C condemns both and seeks

employment to redesign the structure

himself, thus eliminating both of the
engineers, A and B.

Question.—Is the practice of engineer

C ethical?

Answer.—It is a question of intent.

If A's and B's plans were faulty or
unduly expensive to build, it would be
the duty of C to so report. He should,

however, not seek the work for himself.

In the event that the owner desires C's
services, it would not be unethical for

C to undertake the work, preferably
having A and B satisfied as to his con-

duct in the matter.

The report of the PracticeCommittee
of the American Association of En-
gineers made at the last annual con-

vention in 1921 brings out interesting

points concerning the actual method of

procedure.

Cases coming before the Practice Com-
mittee seem readily to fall into two general

classes. The first cla.ss inchules those of a

general character involving questions of

ethics and professional practices concerning

which there is no dispute as to the facts but

only as to whether the acts or practices in

any given case are in accordance with the

adopted code of ethics of our profession and
society. In a certain sense, the decisions of

the Practice Committee as approved by the

Board of Directors in such cases, becomes
the common law in engineering practice, the

same as the decisions of our civil courts do in

every-day life. These decisions are subject

to change from time to time as engineer-

ing opinion becomes more and more crys-

tallized resulting from experience and in-

vestigation. They are of prime importance

because they are written and can be referred

to from time to time.

The second class comprises those cases

concerning which there is no agreement as

to the facts but on the contrary a decided

disagreement as to same. Naturally from

such a state of affairs a controversy can

develop which may be far-reaching as to its

effects on the welfare of individual engineers,

the profession, and the good will of the

public. Such cases usually involve con-

siderable personal feeling and unless prop-

erly decided will result in great injury.

Cases of the second class require careful

handling and should not be decided except

after a thorough examination of all facts

and circumstances surrounding the con-

troversy. In some of these controversies an

investigation or open hearing should be

held to which all parties interested in the

controversy, including the witnesses, should

be invited to attend. Plaintiff and defend-

ant should each have a counsel or aid

which should be an engineer, not an attor-

ney, and the proceedings should be carried

on according to ihe legal rules of evidence

and written record of such rules. Obviously
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the reason for this is only to bring out

clearly the facts and reduce the written

record of the court reporter to a minimum.
All witnesses whose testimony is to be con-

sidered competent should be required to

submit to voluntary oath. It should be the

duty of the Chairman of the Practice Com-
mittee, or if he is unable to serve, another

member of this committee designated by
him, to conduct such a hearing and in regu-

lar course of routine to render a written

decision setting forth the charges made, the

facts brought out, and the findings.

The appeal from such a decision should

not, in the opinion of your Chairman, be to

the Board of Directors. The size of the

Board and requirements of time and attend-

ance in person at the meetings make it

practically impossible to acquaint the

Board members with all the evidence in

detail. Such a body, already busy with

matters of the highest importance as re-

gards our association, would necessarily as

a matter of routine have to approve a

decision made by the Chairman of the

Practice Committee because they, in the

very nature of things, could not each and
all have the intimate acquaintance with the

facts necessary to insure an independent

decision.

In the opinion of your Chairman, the

appeal from the decision of the Practice

Committee in cases of this character should

be to a higher tribunal, known as the Ju-

dicial Committee, to consist of not more
than three members qualified and appointed
as recommended by your Committee on

Revision of the Constitution. This com-
mittee should have the power to enforce its

own decisions and those of the Practice

Committee by the expulsion of the trans-

gressing member without recourse to a

higher authority. Such a court would in-

sure a proper and thorough consideration of

all the facts in any given case and its work
would react to the benefit of the profession

as a whole.

Last year, attention was called to the

desirability of giving particular attention

to the engineer in public service. Evidently

because of insufficient publicity our mem-
bers are not familiar with the resolutions

passed by the last convention relative to the

proper conduct of an engineer in public

service when confronted with conditions not

conducive to the public welfare. At least

only one case was brought to the atten-

tion of National Headquarters, which was
disposed of promptly. Engineers in public

service hold a tremendous potentiality for

good or evil practice so far as public welfare

is concerned. If the collective conscience of

engineers would only grasp the opportunity

for real public service, some considerable

progress in public esteem and confidence

would result to the profession generally and
worthy engineers individually. To do this

the profession must clean house and our

society should be the leader in showing the

way. Wherever opportunity afiFords, a

member, guilty of accepting a public en-

gineering position of responsibility without

possessing the requisite experience, knowl-

edge, skill or ability to properly fulfill the

office, should be advised thereof and show
cause why a resignation would not be in

order. Similarly, when there is evidence

that such a position has been given to the

recipient because of his willingness to "take

orders" from unscrupulous politicians con-

trary to sound public policy.

The great city of Chicago and state of

Illinois are not controlled by the same fac-

tion of a political party. The public press

publishes reports concerning the gradual

undermining and abolition of efficient

engineering departments and bureaus and

the replacement thereof with political

henchmen, resulting in a great loss to the

public and injury to old, experienced and

efficient engineering employes. In the

interest of the individual engineers injured

by this process, the profession generally

and the public good, the truth or falsity of

such charges should be verified and there-

fore the following resolution is offered for

your consideration

:

Resolved, That the various chapters of

the American Association of Engineers in

the state of Illinois, independently or collec-

tively as they may elect, investigate in

a thorough and painstaking manner the

status of the practice of engineering in that

state and political subdivision thereof. The
Board of Directors are instructed to afford

assistance and guidance if requested by
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the various chapters and the various chap-

ters are required to make progress reports

each three months to the Board of Direc-

tors so that a full and comprehensive report

will be ready for the next annual conven-

tion for its consideration. The President is

directed to use the influence of his ofiice to

the end that such investigation is promptly

begun and diligently prosecuted and results

of such investigation given proper publicity

for the common interest of the profession

and public.

During the year six formal cases, Nos. 13,

14, 15, 16, 17 and 19, were considered by
your committee and approved by the Board
of Directors and published in the Profes-

sional Engineer in accordance with our

Constitution and By-Laws. Case No. 18

was handled by your Chairman alone and

finally disposed of by your Board, but as

yet has not been published. Besides the

above a considerable number of cases, not

of general interest, were handled by your

Chairman informally.

Obviou-sly the problem facing the

Association is a large one, and its work
is beset with difficulties of many kinds.

The danger of injustice to individuals is

ever present, but the guiding principle

of service, honest service based upon
truth, can, in the hands of farsighted

forceful men, be relied upon to lead on
to a better understanding and to a

sound conception of the duty of the

engineer whether in public or in pri-

vate practice.

Shall Corporations Be Authorized to Practise

Engineering?

By William J. Wilgus
Consulting Engineer, New York City

SHOULD a corporation practise en-

gineering? The layman will per-

haps at first thought reply in the

aflSrmative, always with the provision,

however, that the engineering service

so rendered conforms with the best

professional standards of practice; and
yet the question is by no means so

easily answered when considered from
all sides and especially from the point

of view of public expediency.

Is it not generally recognized that a

corporation is organized and adminis-

tered primarily for gain? We are not

here speaking of that class of corpora-

tions which serve a philanthropic or

charitable cause, but of the every-day

business corporation, aggressively "on
the make " as it were, and reaching out

vigorously to increase its power and
earning capacity. All such corpora-

tions of this latter class as are ably

administered, strive to perform some

economically useful service. Those
wholly or partly engaged in engineer-

ing doubtless endeavor to furnish their

clients or customers with engineering

advice and skill consistent with the

highest standards of the engineering

profession. But considering the very

nature of the corporation, is it possible

to accomplish this purpose?

May we not draw this comparison

between the piuposes of a corporation

and those of a profession? On the one

hand, a profession is commonly re-

garded as, and may be defined as, a

vocation having to do with the instruct-

ing, guiding and advising of others, or

with serving them in some art, calling,

vocation, or employment within the

limitations not only of law but also of

rules or standards known as a code of

ethics. On the other hand, a typical

engineering corporation is organized,

and its work carried on, for the purpose
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of monetary gain. It functions, of

course, within the limits proscribed by
law but it is not a subscriber, speaking

broadly, to any code of ethics, profes-

sional or otherwise. It acts as a cor-

porate entity, and the liability of its

individual owners is strictly limited.

In a sense, it is an instrument, often

with large financial responsibility, but

without soul. Its policies are of neces-

sity those dictated by expediency from
its own self-interested standpoints; its

object, dividends, and these as large as

is consistent with sound commercial
policy. It has been well said that

"business has gain as its principal aim
while a profession has service as its

lode-star, with gain as a by-product."

The Conflict of Interests

An engineer retained by his client

occupies the same relative position as

the lawyer or doctor. His client's in-

terests are his interests in so far as they
are compatible with truth, ethics and
scientific knowledge. His work is the

solution of the engineering problems of

the undertaking in such manner as to

provide for his client, engineering skill,

unbiased by self-interest and free from
any outside influence or pressure which
could be detrimental to his client.

Not so the corporation, with an en-

gineering staff, highly skilled though it

may be, financed by bankers and per-

haps influenced and even controlled by
manufacturers. Here we have many
interests and often those of the engi-

neering staff, ordinarily supposed to

represent the client, that is to say, the
public, are sadly subordinate. The
manufacturers believe their products
to be the best obtainable for the pur-

poses of the "client." Why, then,

should not the engineers which the cor-

poration employs be requested to

specify them? When we consider the
position of the individuals composing
the engineering staff of such a company

we recognize at once the fact that there

are two masters to be served. Is it re-

markable that the interests of the client

inevitably suffer under such condi-

tions?

In view of the arguments thus far

presented it seems fair to assume that

no group of non-engineers can hope,

under the guise of an engineering cor-

poration, to offer engineering services

without at least arousing suspicion as

to their real purposes. It is emphati-
cally not in the public interest for a
corporation ostensibly to pose as a pro-

fessional body when its allied or col-

lateral interests are such as to influence

its engineering judgment. Engineers
with a full appreciation of the ethics of

their profession, resent undue influence

exerted upon them which will in any
way hamper their freedom of action or

of thought. It is therefore difficult to

see how these engineering corporations

are to provide themselves with the

highest grade of engineering talent, or,

indeed, with any engineers at all, except

those who are willing to subject them-
selves and their work to the suspicion

of improper influence on the part of

their employers.

The following quotation from a let-

ter addressed to the Governor of New
York by a committee of leading en-

gineers forcefully presents arguments
against the licensing of corporations

for the practice of engineering.

What is viewed by us with alarm is the

sanctioning of a condition under which an
engineering corporation may have bankers,

manufacturers and contractors on its board
who may so dominate its policy as to in-

fluence its management, including its en-

gineering employes, in the preparation of

reports, plans, contracts and specifications

and in the supervision of work, in such man-
ner as to favor the outside interests of such
directors to the injury of the client (the

public). This is no idle fear. In the case of

common carriers this practice of interlock-

ing directorates is forbidden by law.
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The professional engineer in the employ
of an engineering coq)oration or unre-

stricted partnership, made up in whole or

part of non-engineers, is relegated to a posi-

tion of anonymity or that of the servant,

relieving him of all professional responsi-

bility to the client and placing him under

the ilirection of those whose primary inter-

est is a banker's or contractor's profit.

Tlie professional engineer who signs a

report or an engineering plan or specifica-

tion is personally responsible. The engineer

who works for an engineering corporation

controlled by bankers or contractors is re-

sponsible only to the corporation upon
which no equivalent responsibility is im-

posed by the State.

In a word, the engineering corporation,

by which the engineer is employed or with

which he is associated, is responsible only

in a legal sense, and cannot be held for vio-

lations of a code of ethics to which it is not

a subscriber.

The interposition of the impersonal cor-

poration between the client and the pro-

fessional engineer frees the latter from the

responsibility for the unprofessional acts of

his employer.

Corporations are free blatantly to adver-

tise and to solicit patronage, while inde-

pendent engineers are restrained from
doing so either by good taste or by profes-

sional ethics. In fact there are well-known
instances of practices by engineering cor-

porations and unrestricted partnerships

which are in direct violation of the profes-

sional ethics to which some of their officers

or members in their individual capacities

have subscribed. This is unfair to the in-

dep)endent engineer and destructive of that

high respect for the profession which is of

public concern.

It has been said that the public interest

will be best promoted by recognizing by law
the right of corporations to practice the

profession of engineering, because the tend-

ency of the times is in the direction of the

performance of work by corporate aggrega-

tions of capital and brains not feasible in

the case of the individual or independent

engineer. This may p>erhaps be effectively

answered by pointing to recent work of

great magnitude performed imder the direc-

tion of independent engineers, as follows:

1. Barge and ship canals, including ter-

minals.

2. Catskill Water Supply.

3. Subway system of the City of New
York.

4. Great tunnels and bridges.

5. Great railway terminals, including the

Grand Central and Pennsylvania Railroad

New York terminals.

6. Electrification of steam railroads, in-

cluding the New York Central, Pennsyl-

vania and Long Island railroads, with their

collateral improvements.

7. Rehabilitation of great trunk lines

for heavy motive power.

8. Vast system of highway improve-

ments.

9. Port, railroad and other construction

required for our Army at home and abroad.

A further answer to this statement lies

in recent disclosures in the business world.

Certainly it is not in the public interest to

favor the interposition of ethicless-business

between the professional engineer and the

public.

It would be clearly wrong to restrict

or hinder the employment in a profes-

sional capacity of engineers by corpo-

rations, but it is certainly not in ac-

cordance with engineering ethics for

these corporations to offer the services

of their employed engineers to the pub-

lic; nor is it for the public good. The
corporation comjjosed entirely of en-

gineers, all adhering to the recognized

standards of professional ethics and
without "entangling alliances," may
be able to render effective service.

There seems tobeno adequate grounds,

however, for the incorporation of such

a body of engineers and there are

strong reasons against it, chief of

which, perhaps, is the suspicion rightly

or wrongly attached by the public to

any corporate body posing as profes-

sional and professing its allegiance to

professional ideals.
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A Proposed Code of Ethics for All Engineers

By A. G. Christie

Professor of Mechanical Engineering, Johns Hopkins University, and Chairman of the

Joint Committee on Ethics of American Engineering Societies

ENGINEERING is slowly estab-

lishing itself as a profession.

Some people question whether it is a

true profession or a business. Let us

note how a profession is defined and
then we can determine at once whether
the term "profession" applies to en-

gineering.

A professional man must have ob-

tained some preliminary attainments

in special knowledge and some measure
of learning, as distinguished from the

mere skill that comes from experience

as an administrator or as a mechanic.

He must also apply such knowledge in

practical dealings with the affairs of

others, rather than in mere study or

investigation for his own purposes. A
professional career implies a sense of

public responsibility for the accom-
plishment of certain social objectives.

In other words, the professional man
must be ready to render public service

where his special training and experi-

ence makes himparticularly fitted to do
the work. Finally, he must adhere to

the code of ethics of his particular pro-

fession, which should be so well known
by the public that they understand
what to expect of that particular class

of professional men.
The engineer is being called upon

more and more to render public service.

He possesses special knowledge of his

particular branch, which he applies

practically in advising others or in serv-

ing their interests or welfare in the

practice of the art of engineering. It is

quite logical, therefore, to conclude

that engineering can be ranked among
the professions, together with law and
medicine. It is secondary that, up to

the present time, engineering has not
had a common code of ethics well

known to the public at large, although

individual societies have had their own
codes.

No Established Code of Ethics

Among Engineers

The profession of medicine has had
an ethical code since the days of Hip-

pocrates and possibly even earlier. As
law courts developed, custom and usage

established certain requirements of an

ethical character to be fulfilled by those

who practised in the courts as lawyers

and by those who administered the law

as judges. The ethical standards of

these two professions have been slowly

developed throughout the centuries,

until now both have well defined and

very complete codes, covering all the

usual contingencies that may occur in

professional practice. These respec-

tive codes serve to maintain the dignity

of profession and its high regard by the

general publicbecausethey are accepted

by most doctors and lawyers, and are

carefully administered.

Engineering, on the other hand, is a

relatively young profession. True,

there were military and civil engineers

in the old days and many of the instru-

ments still in use were first developed

by the ancients. However, the great

inventions about the middle of the

eighteenth century and the industrial

development that followed during the

early part of the nineteenth century,

turned men's minds from philosophy

towards the study of science and its

applications to the uses and conven-

iences of man. New branches of engi-

neering developed as the art broadened,

until there were at least three well-

recognized branches of the profession,

viz., civil, mining and mechanical



98 The Annals of the American Academy

engineering. Afterwards electrical,

chemical, metallurgical, sanitary, au-

tomotive and many other branches of

engineering came into existence.

In the early days there were no

technical schools or universities to

train men for engineering. The young
engineer secured his training by years

of apprenticeship under one of the older

men or else he applied himself mentally

and physically to some particular

problem until he became a master of it,

and thus became leader in his particu-

lar line of endeavor. This was the case

of the late John Fritz, one of America's

pioneers in steel production. Later on,

colleges of engineering were founded.

While many leading engineers of the

present day have not had the benefit of

a college education, they have, by their

own personal efforts and achievements,

well earned for themselves the right to

be considered members of the engineer-

ing profession. The diversity of the

engineering profession and the various

methods by which one may train him-
self to be an engineer, are the main fac-

tors that differentiate engineering from
the professions of law and medicine and
make it extremely difficult to formulate

any legal regulations concerning who
may call themselves engineers.

In law and medicine all who enter the

profession must pursue certain definite

courses of study and must demonstrate
by examinations before recognized

boards that they have achieved a degree

of proficiency in certain fundamental
studies before they are admitted to

practise their vocation.

In engineering, on the other hand,
there have been many engineers of the

highest rank, like George Westinghouse,
Thomas Edison and John Fritz, who
would have been debarred from the

profession if they had had to pass exam-
inations for admission. It is this wide
diversity in the character of training

for the engineering profession that

makes it i)ractically Impossible to re-

quire engineers to be licensed by exami-

nation. It is also a serious obstacle in

the way of the formulation of a common
code of ethics. Engineers have not

been trained to take any specific view-

point regarding professional conduct,

and practice in the various branches

therefore differs in certain details. In

the future it should be the function of

engineering colleges to develop among
students a greater sense of professional

unity than at present, and a better

understanding of what constitutes prop-

er professional conduct as expressed

in the common code of ethics. Such
action will greatly enhance the honor
and dignity of the engineering profes-

sion.

Organization Among Engineers

The lack of an engineering literature

in the early days led engineers to come
together in societies for the interchange

of technical information. The first of

these was the Institution of Civil En-
gineers in England, established on
January 2, 1818. The objects of this

historic institute were stated as follows

:

"For the general advancement of me-
chanical science and more particularly

for promoting the acquisition of that

species of knowledge which constitutes

the profession of a civil engineer, being

the art of directing the great sources of

power in nature for the use and con-

venience of man."
The first American organization was

the Boston Society of Civil Engineers,

organized July 3, 1848. The American
Society of Civil Engineers was organ-

ized in 1852, followed by the American
Institute of Mining Engineers (now the

American Institute of Mining and
Metallurgical Engineers), started in

1871. The American Society of Me-
chanical Engineers was founded in

1880. The American Institute of

Electrical Engineers was organized in
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1884. The American Society of Heat-

ing and Ventilating Engineers was
established in 1894.

Probably the first engineering organi-

zation to develop a code of ethics was
the Institute of Civil Engineers in

England. Their code, consisting of

only six clauses, set the standards of

the profession in England for many
years, and is still followed.

During the early years of each of the

American organizations, its member-
ship was generally limited to the leaders

of that respective branch of engineer-

ing. These men devoted themselves

largely to interchange of technical in-

formation in order to broaden their

experience in their particular line.

Later on, practical engineering stand-

ards received attention. These two
factors, the exchange of technical in-

formation and the establishment of

engineering standards, are still the

most important functions of our lead-

ing engineering societies.

Within the last two decades engineers

have turned their attention to adminis-

trative as well as to purely technical

work and have applied the engineering

methods of analysis to business and
even to the problems of government.
Engineers, in many capacities, ren-

dered professional services of the high-

est order during the late World War.
In fact, it has been called an " engineers'

war." In Canada, Mr.Thomas Deacon,
an engineer, was Mayor of Winnipeg
during the years of its most rapid

development, and conceived and put
through many of the most important

of the city's undertakings. Mr. Her-
bert Hoover, an engineer, as Director

of the Belgian Relief during the Euro-
pean War, and later as Secretary of

Commerce in the United States, has

rendered public service of a high order.

The general public has been slow to

recognize engineering as a profession

and has failed until recently to dis-

tinguish between the trained engineer

and the mechanic or contractor. This

is largely due to the fact that engineers

have had no established common rules

of professional ethics that they recog-

nize among themselves or that are

generally understood. The public

knows that doctors and lawyers are

bound to abide by certain recognized

rules of conduct. Not finding the same
character of obligations imposed upon
engineers, people have failed to recog-

nize them as members of a profession.

Early Attempts at the Formula-
tion of a Code

About fifteen years ago this situa-

tion received the attention of leaders

in various American engineering socie-

ties, and committees were appointed

to draw up codes of ethics for several

of these organizations. These com-
mittees did excellent pioneer work and
wrote some splendid codes which, when
analyzed, show that the same high

motives prevailed in the various

branches of engineering, although ex-

pressed differently in the several ver-

sions. The early codes can be found in

the publications of the various organi-

zations. Naturally there were some
points on which the different codes

were not in agreement. A difficulty

arose when the question of administer-

ing these codes came up for considera-

tion, due to the fact that what was
forbidden in one code might be tolerated

in another. The engineer who belonged

to more than one society was fre-

quently in a dilemma from these con-

flicting rules. The codes in each case

simply reflected the practice of the

profession at that time. Engineers had
not then reached the point where they

acted as a unit. Committees on pro-

fessional conduct were appointed in

various societies, but due to insufficient

authority and to other causes, they

have never fimctioned in the way that
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they were intended. This was partly

due to the attitude of engineers them-
selves. They have been reluctant to

act as policemen and to inaugurate a

case against a fellow engineer, even

though he may have been guilty of

professional misconduct. The medical

societies, on the other hand, spend

large sums each year in keeping fakers

and dishonest practitioners out of the

profession.

Furthermore, the constitution of

certain of the engineering societies

lacked any ])rovision for d isciplining its

members when found guilty of such

misconduct. Hence these administra-

tiv^e committees usually ceased to func-

tion, and the codes of ethics of such

societies have generally been forgotten.

The membership of all organizations

has increased rapjdly in recent years

and many of the present members do
not know that their particular organi-

zation ever had a code of ethics. In

fact, even the p resident of one of the

national societx^s recently ruled from
the chair that the society had no code

of ethics, as he was not a member when
one had been adopted several years

earlier and it had never been called to

his attention since he became a mem-
ber.

The late IshamRandolph, of Chicago,

wrote an excellent code entitled "The
Engineer's Applied Ethics" for the

American Association of Engineers,

and, to their credit, it should be said

that they have made a sincere effort to

administer this code effectively.

The late war brought about a spirit-

ual awakening throughout America,

and this led many engineers to give

serio us consideration to the status of

their profession. During the fall of

1919, Dean M. E. Cooley, then Presi-

dent of the American Society of Me-
chanical Engineers, appointed a com-
mittee, of which the writer was chair-

man, to report on the code of ethics of

that society and its administration.

Only one member of the committee,

Mr. Charles T. Main, had i)reviously

taken much interest in ])rofessional

ethics. Some time had therefore to be

devoted to a study of ethics and of the

society's code which had been adopted
in 1913. In the spring of 1920 the

committee reported to the society that

the former code seemed too long and
had been generally forgotten by the

members. A preliminary draft of a

shorter code was offered for discussion.

This was referred back to the com-
mittee, who gave the matter further

consideration. A second report was
presented at the annual meeting of the

society in December, 1920, where a pro-

visional draft of a code of ethics and
suggestions for its administration were

debated at length. The committee

appreciated the desirability of a com-
mon code of ethics for all engineers in

every branch of the profession and
suggested that action be taken to pre-

pare such a common code. The society

again referred the report back to the

committee with the recommendation
that an effort be made to prepare such

a common code of ethics for the whole

engineering profession.

Organization of the Joint

Committee

In the meantime the Federated

American Engineering Societies had
been organized and the engineering pro-

fession had gained a new feeling of unity

of purpose. At first it was thought

that the preparation of a common code

of ethics should be undertaken by the

new federation. However, this organi-

zation had already undertaken the

investigation of waste in industry and
other urgent matters were demanding
its attention. It was therefore thought

best to leave the matter of a common
code of ethics withthemember societies.

It was further considered advisable to
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have a relatively small informal com-
mittee to prepare a code, rather than

a large unwieldy formal committee.

Invitations were therefore sent to sev-

eral representative societies to delegate

certain of their members to serve on

this informal committee. This action

was taken by most of the societies.

The American Institute of Electrical

Engineers, however, left the question in

the hands of their Committee on Pro-

fessional Conduct, who afterwards took

part in the informal deliberations on

the code.

The Joint Committee faced a tre-

mendous problem. Doctors and law-

yers serve a limited clientele in what
might be described as a consulting

capacity, corresponding in a way
to the consulting engineer. A vast

majority of engineers are employed
by corporations, commissions, govern-

mental bodies and private individuals

in administrative, managerial, sales,

manufacturing and technical work. A
lesser number are consulting engineers.

It is a difficult task to define the obliga-

tion of engineer to client or employer

and the attitude of the engineer to

fellow engineers, to the public, and to

technical and other educational institu-

tions. Since the committees appointed

to administer the former codes had
dealt with practically no cases, there

were no so-called "court decisions" to

assist the Committee in defining good
professional conduct. Furthermore,

there were differences in practice on

certain details among the various pro-

fessions which had to be harmonized.

The Joint Committee, at its first meet-

ing, therefore, decided that a short

simple code of ethics, expressed in gen-

eral terms, was the only one possible

under the present circumstances and
further, that the code should, if possi-

ble, be no longer than could be written

on a single sheet of typewriter paper,

so that it might be more easily kept

before the members of the profession.

Such a code would be less likely to be

laid aside and forgotten than a lengthy

explanatory dissertation.

It is human nature to dislike rules

that prohibit certain acts, such as
" Thou shalt not do so-and-so. " It was
therefore the opinion of the Committee
that the new code would make a

stronger appeal and would have greater

dignity if expressed in positive rather

than negative language, and this idea

was paramount in the formulation of

the code. Committees on professional

conduct were recommended in each

society to interpret and administer the

new code and a committee to act as a

supreme court was suggested to har-

monize interpretations among the dif-

ferent societies. If this procedure is

adopted it will be possible in later years

to have another committee add either

additional clauses or explanations to

the code based on the decisions and
interpretations of these committees

and on the development of professional

thought among engineers themselves.

Men do not always understand the

same meaning to be conveyed by a cer-

tain word. Hence even after the fun-

damental ideas of good professional

conduct had been agreed upon, and a

rough draft of the code was prepared,

much time was spent in clothing these

ideas in simple English words that

would be acceptable to the whole Com-
mittee. Valuable assistance in this

work was rendered by friends in the

legal profession and by certain pro-

fessors of English. The task, however,

was finally accomplished and the final

report of the Joint Committee reads as

follows

:

Report of the Joint Committee on a

Code of Ethics fob Engineers

The Joint Committee consisting of repre-

sentatives of the American Society of Civil

Engineers, the American Institute of Min-
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ing and Metallurgical Engineers, the Ameri-

can Society of Mechanical Engineers, the

American Institute of Electrical Engineers,

the American Society of Heating and Ven-

tilating Engineers, appointed to consider a

Code of Ethics for Engineers, recommends,
after deliberate consideration, that each

participating Institute or Society adopt the

short simple Code of Ethics which follows:

A Code of Ethics fx)r Engineers

Engineering work has become an increas-

ingly important factor in the progress of

civilization and in the welfare of the com-
munity. The Engineering Profession is

held responsible for the planning, construc-

tion and operation of such work and is

entitled to the position and authority

which will enable it to discharge this re-

sponsibility and to render effective service

to humanity.

That the dignity of theirchosen profession

may be maintained, it is the duty of all

Engineers to conduct themselves according

to the principles of the following Code of

Ethics:

1. The Engineer will carry on his pro-

fessional work in a spirit of fairness to

employes and contractors, fidelity to clients

and employers, loyalty to his country and
devotion to high ideals of courtesy and per-

sonal honor.

2. He will refrain from associating him-

self with or allowing the use of his name by
an enterprise of questionable character.

3. He will advertise only in a dignified

manner, being careful to avoid misleading

statements.

4. He will regard as confidential any in-

formation obtained by him as to the busi-

ness affairs and technical methods or proc-

esses of a client or employer.

5. He will inform a client or employer of

any business connections, interests or

affiliations which might influence his judg-

ment or impair the disinterested quality of

his services.

6. He will refrain from using any improp-

er or questionable methods of soliciting

professional work and will decline to pay or

to accept commissions for securing such

work.

7. He will accept compensation, financial

or otherwise, for a particular service from

one source only, except with the full knowl-

edge and consent of all interested parties.

8. He will not use unfair means to win
professional advancement or to injure the

chances of another engineer to secure and
hold employment.

9. He will cottperate in upbuilding the

Engineering Profession by exchanging gen-

eral information and experience with his

fellow engineers and students of engineering

and also by contributing to the work of

engineering societies, schools of applied

science and the technical press.

10. He will interest himself in the public

welfare in behalf of which he will be ready

to apply his special knowledge, skill and
training for the use and benefit of mankind.

These ten general clauses can, in the

opinion of the Committee, be interpre-

ted to cover all cases of questionable

conduct that may arise in the engineer-

ing profession. It will be necessary

during the first few years following

their adoption, to have many specific

interpretations rendered on certain

clauses where professional practice is

not wholly standardized. The Com-
mittee recognized this need and gave

much consideration to methods to meet
this situation and to permit the adjust-

ment of engineering thought to single

viewpoints as developed in the admin-
istration of the code. The standing

committees on professional conduct in

each organization and the Joint Com-
mittee of all organizations will serve to

make workable rules of these clauses.

In order that this code should not

prove a dead letter on each society's

records, the Joint Committee made the

further recommendations in its report

to care for the administration of the

common code of ethics as follows:

The Committee further recommends that

the following method of interpreting and
administering the Code be adopted by each

participating Institute or Society after any
necessary provisions have been made in

the Constitution and By-laws of the organi-

zation.
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"The President of each Society or Insti-

tute shall appoint a Standing Committee on

Professional Conduct to administer the Code
of Ethics. The duties of such a Committee
shall be to interpret the Code and to render

opinions on any cases of questionable con-

duct on the part of members that may be

submitted to the Committee. These inter-

pretations shall be reported to the Execu-

tive Board of the Institute or Society who
may approve these interpretations, or take

such other action as may seem just and
necessary. The reports of the Committee
on Professional Conduct when approved

by the Executive Board, shall be printed in

abstract and in anonymous form in the In-

stitute's or Society's monthly journal for the

instruction and guidance of fellow members.

This Committee on Professional Conduct
shall be appointed in each Institute or So-

ciety by the President holding oflBce at the

time of the adoption of this Code and shall

consist of five members, one appointed for

five years, one for four years, a third for

three years, a foiui;h for two years and a

fifth member for one year only. Thereafter,

the President then holding office shall

appoint one member annually to serve for

five years, and shall also fill any vacancies

that may occur for the unexpired term of the

member who has withdrawn. These ap-

pointments shall be made from among the

older members of the Institute or Society,

so that advantage may be taken of their

mature experience and judgment. The
Committee after appointment shall elect its

own Chairman and Secretary. The Com-
mittee shall have power to secure evidence

or other information in any particular case,

not only from the organization's own mem-
bers, but if it should seem desirable, from
men in other professions. The Committee
may also appoint sub-committees to consid-

er certain cases when deemed necessary.

This Committee shall investigate all com-
plaints submitted to it by the Secretary of

the Institute or Society bearing upon the

professional conduct of any member and
after the member involved has been given a
fair opportunity to be heard, the Committee
shall report its findings to the Executive

Board of the Institute or Society, This

report may in some cases suggest certain

procedure to the Executive Board.

The Executive Board of the Institute or

Society shall have power to act on the rec-

ommendation of the Committee on Profes-

sional Conduct, either (1) to censure by
letter the conduct of the member who has

acted contrary to the Code, if the breach is

of a minor character, or (2) to cause the

member's name to be stricken from the roll

of the Institute or Society.

Copies of all reports made by a Committee
on Professional Conduct to the Executive

Board of each Institute or Society shall be

furnished to each other Committee on
Professional Conduct administering the

Code. This will keep each Committee
advised of the interpretations of other Com-
mittees, and in time an extended interpre-

tation of the Code can be written based on
the reports of the various Committees on
Professional Conduct.

As interpretations of the various Com-
mittees on Professional Conduct adminis-

tering this Code may vary at times, it is

recommended that the Chairmen of these

Committees of the various Institutes or

Societies be authorized to act as a Joint

Committee to review such differing inter-

pretations and to bring them into unity

with one another.

As a matter of record, it is interesting

to note the representative character of

the Joint Committee, which was com-
posed of the following members

:

Joint Committee on Code of Ethics

A. S. C. E—C. C. Elwell

A. S. C. E.—A. M. Hunt

A. I. M. & M. E.—J. Parke Channing
A. I. M. & M. E.—Philip W. Henry

A. S. M. E.—A. G. Christie, Chairman
A. S. M. E.—H. J. Hinchey
A. S. M. E.—Chas. T. Main
A. S. M. E.—J. V. Martenis

A. S. M. E.—Robert Sibley

A. I. E. E.—Comfort A. Adams
A. I. E. E.—G. Faccioli

A. I. E. E.—George F. Sever

A. I. E. E.—L. B. StiUwell

A. I. E. E.—S. S. Wheeler

A. S. H. V. E.—Frank T. Chapman
A. S. H. V. E.—S. A. Jellett

A. S. H. V. E—Perry West
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This is the first joint endeavor of

American engineers to provide the very

necessary ethical standards of their pro-

fession. Since the code is in general

terms only, many will wish further

interpretations and explanations of the

various clauses. Much might be written
on this subject and some additional

thoughts might be contributed. The
code, however, has not been accepted

as a professional standard at the time

that this is written. Any elaborations

would therefore be merely personal

opinions of the writer which might
later prove embarrassing to committees

on professional conduct. It therefore

seems best at the present moment to

attempt no further discussions of the

various clauses.

The mere fact that such a code has

been drafted by such a representative

committee is in itself a significant

accomplishment. A few years ago
engineers publicly stated that such a

thing could not be done. Even if the

report and code are adopted, much
still remains to be done. Decisions and
interpretations by the various com-
mittees will crystallize still further the

common professional standards and
will consolidate engineers as a profes-

sional body. An excellent suggestion

is that every graduate of an American
engineering college should be required

to affirm the code before he is granted

his degree and starts on the practice of

his profession.

While engineers generally regard

themselves as members of a profession,

the public has not heretofore given

them a full measure of professional

recognition because the average person

has no clear idea of the professional

obligations of an engineer. This recent

attempt to express the ideals of honor-

able engineering conduct and the en-

gineer's attitude towards the affairs of

life will command the interest and re-

spect of the average citizen and will

exert a tremendous influence toward
securing for engineering the full meas-

ure of respect as a profession that is its

just due. With such an objective in

view it behooves every engineer to give

the new code his fullest support so that

he may thereby enhance the honor,

dignity and respect of his chosen pro-

fession.



Public Interest and the Architect

By M. B. Medary, Jr.

Philadelphia, Pennsylvania

Fellow, American Institute of Architects

FROM time immemorial mankind
has been vaguely conscious of

the obligations and responsibilities

arising out of the contacts inseparable

from social life. Of all ancient written

documents, none is more widely known
to the Western World than the first

book of the Hebrew Scriptures, and in

this book the story of the first family

life upon the earth develops the ques-

tion of responsibility for the welfare of

others ... "And the Lord said unto

Cain 'Where is Abel, thy brother?'

And he said 'I know not. Am I my
brother's keeper?'

"

All ethical codes and rules of conduct

are in some degree attempts to answer
Cain's question—a question which in-

creases in its importance to society

with the passing of each generation,

from the days of the first family group

to the infinitely complex relations of

men today. It is of increasing impor-

tance because the obligation is a cumu-
lative one. Each generation is heir to

a richer inheritance from the past and
with it is under a greater obligation to

the future.

All knowledge which we possess, or

which is within our reach, is the gift of

the countless minds of past generations,

each adding its own contribution and
passing it on to the future. This accu-

mulated knowledge is impersonal. It is

common property, no matter how great

the contribution of an individual or a

group in any generation, for these con-

tributions are inspired by and reared

upon the foundations slowly built up
during the centuries, and represent

that part of great lives which remains

immortal.

An education should be an effort to

grasp the meaning of this vast inheri-

tance, to accept in trust as much of it

as we are capable of understanding, to

add our own contribution and to de-

liver it to the future enriched rather

than impoverished.

Obligation of the Professions to
Society

The professions represent groups of

men and women who have closen spe-

cial fields of knowledge as the basis

of their life-work, and in each of these

fields the professional worker finds his

subject already developed by the con-

secutive thought of thousands of prede-

cessors. To take thiswork of others and
sell it for his private gain, adding noth-

ing to it and giving nothing of his special

knowledgeto the rest of societyengaged
in other work, is to practise a profession

without ethics and without recognition

of any obligation to society as a whole,

to whom all knowledge belongs.

The so-called "abandoned farms"
of New England have been frequently

referred to in the past to illustrate the

physical effect of appropriating the

accumulated natural wealth of the

earth without returning anything to

the land. Although this wealth re-

appeared indirectly in stately mansions,

facing an avenue which with singular

irony was named "Commonwealth,"
the land had lost its life and could

regain its original vitality only after

years of effort.

The practice of the professions with-

out the fullest realization of responsi-

bility to society must inevitably react

in the same manner, and if the archi'
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tectural ])rofossion laments the fact

that our civilization is not as rich

architecturally as the civilizations of

Greece and Rome, it is pertinent to

inquire how much the students of the

architectural history of the past are

giving of their knowledge to society as

a whole today.

The architectural profession was
conscious of this obligation when, in

writing its constitution in the middle

of the last century, it stated that one

of its objects should be "to make the

profession of ever-increasing service to

society." The declaration of this ob-

ject remains a challenge to every mem-
ber ofthe profession to give of his special

knowledge to the community in which
he lives and to the world at large.

The bad housing of the very poor

—

through ignorance of the basic prin-

ciples of good planning and sanitary

requirements, or by reason of the un-

regulated selfishness of the speculator

in land and building operations—is, in

the last analysis, chargeable to those

who, by their special training and
knowledge, know the dangers to a com-
munity resulting from such conditions

and, while guarding their private

clients against these dangers, have
failed in their clear duty to use their

knowledge for the benefit of the whole

community and to keep the public

informed in the means of correcting

such conditions. Every community
has the right to demand that public

service from its architects which will

influence its physical development, in

the same manner as it expects and
demands from the medical profession

protection from the consequences of

ignorance of medical laws.

Peculiak Akqhitectural Responsi-
bility

The enormous economic losses and
the great cost of living in congested

cities (due largely to the physical an-

archy resulting from lack of planning

or zoning) cannot \>e cont mplnt^d by
those who have been specially trained

in planning without the sense of a
direct responsibility to the public for

leadership in any movement which
will ameliorate these conditions. The
architectural profession knows that the

planning of a city and the orderly

arrangement of its activities is as neces-

sary as the planning and arrangement
of the activities of a house, a hotel

or a department store, and that the

consequences of failure in these matters

are multiplied a thousand-fold in the

case of our cities. It is the duty of the

profession to make it clear to the j>eople

of a city that, while they as individuals

demand that the various functions of

their homes shall be arranged in proper

relation to each other, it is of still

greater importance to them collectively

that the various functions of their col-

lective home, the city, shall be arranged

with the same foresight.

Can the architect of today contem-
plate without a sense of responsibility

the utilitarian structures of our present

civilization? Can he compare the

bridges which span our streets and
rivers, in the city and country, with

those of older civilizations without

feeling that his profession has given too

little of its time to inform and in-

fluence the rest of society? And, in

the matter of design, can he compare
the popular acceptance of the design of

today with the popular demand of the

people of Athens, Rome, Pompeii or

Florence without feeling an immense
obligation to give more of his knowledge

to society in the public interest?

The architecture of the United
States up to the beginning of the nine-

teenth century indicated an under-

standing public. It was the individual

struggle for material gain during the

nineteenth century, progressing con-

temporaneously with the development
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of quick and easy communication with

the four quarters of the earth, which

brought us to its close with no under-

standing demand from the pubHc to

guide the architectural development
of the day. Colleges and universities

throughout the country were giving

their degrees to graduates without

having acquainted them with the

meaning of the Fine Arts to civiliza-

tion. Architects, sculptors and painters

were serving only a limited few and
were conscious of a great gulf between
themselves and the public. The work
of our few sculptors was rarely seen

outside of galleries, and if we compare
this work with that patronized by the

public, such as the Civil War monu-
ments in every city, town and hamlet,

we realize that commercialism had
supplanted art in the patronage of the

public. This was equally true of archi-

tecture and all the arts and crafts. The
designers of furniture, decorations and
household fixtures and utensils of every

kind rarely had any training in the

schools of art.

Organized Attacks on Artistic

Illiteracy

These conditions have been changing

for the better in recent years. The
World's Fair at Chicago marked the

beginning of a public understanding of

the larger meaning of architecture, and
the group of men who were responsible

for the planning of that work also suc-

ceeded in arousing a public under-

standing of the great importance of the

original plan of the National Capitol,

which was rapidly being lost beyond
redemption through public ignorance

of its meaning or even of its existence,

as a fundamental upon which the future

of the Capitol depended for its dignity

and distinction.

The influence of this same group is

perpetuated today in the National
Fine Arts Commission and in the city

planning and art commissions which
are now functioning in many states and
cities throughout the country.

In more recent years the American
Institute of Architects has secured the

interest of a number of colleges and
schools in the proposal to add a course

in the understanding of architecture to

their curricula, this course to be quite

apart from the technical courses offered

to those expecting to practise architec-

ture as a profession. The profession is

awake to its responsibility in many
lesser ways and believes that the public

understanding is already well on its

way out of the artistic illiteracy which
marked the lowest ebb of the nine-

teenth century. We are still, however.

Between the Old World and the New (if I

may borrow the title of Guglielmo
Ferrero's very interesting book), and,

to borrow from its substance, we have
broken through the limitations which
made a standard of public judgment
possible in the ancient world. We are

now rioting in our freedom from any
limitations and have not yet fully ap-
preciated the necessity of having new
limitations. In short, we do not yet

know whether New York is ugly or

beautiful.

The profession will have grasped its

full responsibility only when every

member of it recognizes in the public

interest his first and greatest obligation.
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The Ethical Standards of the Architects and
the Procedure for Their Enforcement

By Horace W. Sellers
Philadelphia, Pennsylvania, Fellow, American Institute of Architects

IT has been said that in the Deca-

logue we have all the law that is in

the province of legislatures and courts

to maintain, and that while such bodies

may determine arbitrarily what men
shall not or must not do, all the wisdom
of the world has not been able to de-

termine wisely what men shall do

except that they must render justice

and respect the rights and property of

others. If this is true of government

in general, it should furnish the crite-

rion by which to fix the limitations of

canons of ethics which are mandatory

upon us in our professional relations.

Apart from such influence upon
standards of practice as state registra-

tion laws may tend to exert, the

architectural profession in general is

governed chiefly by the ethics of the

individual and by public opinion. The
exception to this is found where practi-

tioners have entered into an association

to support whatever standards of prac-

tice they may adopt in recognition of

their duties and obligations to the pub-

lic and to each other.

The American Institute of Archi-

tects as such an association, while na-

tional in scop>e, comprises numerically

but a fraction of the practitioners

throughout the country, notwithstand-

ing the fact that membership is

open to all architects of good repute

who are qualified by education and
experience to assume the varied re-

spoasibilities the profession involves.

It may be safely assumed, therefore,

that the influence unquestionably ex-

ercised by the Institute upon the

profession at large and upon public

opinion, is not by force of numbers
but through recognition of the fact

that the principles of practice and
ideals of the association are prompted
by unselfish motives and aim to pro-

mote the interest of the client as well

as to raise the standards of the profes-

sion in general. The fact that its ethical

canons are mandatory upon but a

minority of the profession controverts

the charge sometimes made that the

attitude of the Institute, especially in

regard to architectural competitions,

is tantamount to "restraint of trade,"

The principles of practice promul-

gated by the Instituteare in accord with

the purpose expressed in its constitu-

tion : namely, to unite in fellowship the

architects of the United States, to com-
bine their efforts so as to promote the

aesthetic, scientific and practical effi-

ciency of the profession and to make
the profession of ever-increasing serv-

ice to society.

To support its ideals and principles

of professional conduct with the least

possible interference with the rights of

the individual, the constitution of the

Institute provides that its canons of

ethics shall be accepted by the mem-
bers as standards of good practice and
since these are embodied in the by-

laws to which all candidates ipso facto

subscribe, a disciplinary procedure is

provided whereby these principles shall

be enforced. Although, as stated, per-

sonal integrity and professional stand-

ing is expected of all candidates for

membership, it is recognized that under

the influence of environment and the

larger body of practitioners outside of

the Institute, in his community an
architect may be led away from strict

adherence to the ideals of his profes-

sion; and for this reason there is issued
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periodically to the members a " Circular

of Advice Relative to the Principles of

Professional Practice and the Canons of

Ethics" and also a "Circular of Advice

and Information Respecting Compe-
titions," in which the attitude and
ideals of the Institute are expressed.

In these circulars distinction is made
between general principles of practice

which are considered to be the good
manners of the profession and which

should govern the architect in his sev-

eral relations, and the Canons of

Ethics adopted by the Institute.

The general principles thus stated

depend chiefly upon self discipline for

their maintenance, while on the other

hand the Canons are mandatory obli-

gations of membership, infraction of

which is subject to the disciplinary

procedure established under the con-

stitution and by-laws.

The Canons and their

Application

Referring to the Canons in numer-

ical order, {See page 280) it will be

noted that Nos. 1, 2 and 3 rest on the

principle that the architect in his capa-

city as professional adviser to his

client in the selection of materials and
methods must be absolutely impartial

and disinterested; and, accordingly,

should not be engaged or in any way
personally interested in the building

trades or be under personal obligations

to manufacturers or others whose
products enter into the building oper-

ation under his supervision. Certainly

he should not specify the use of any
material or device in which he has an

interest without advising his client.

(No. 2). To guarantee an estimate

may tempt the architect to modify the

requirements of the work to meet the

limit of cost without strict regard for

the client's interest or at least influ-

ence his judgment as interpreter of the

contract drawings and specifications.

The acceptance of a commission
(No. 3) or any substantial service from
a contractor or any one engaged in the

building trades as in the above case

may consciously or subconsciously

tend to influence the architect's judg-

ment, thus placing him in an unpro-

fessional position in relation to his

client's interests.

As stated in the " Circular of Advice
and Information Respecting Archi-

tectural Competitions," the Institute

does not presume to dictate or even
offer its advice to architects in general,

but, being a professional society

charged ' with maintaining ethical

standards among its own members, its

duty is to see that they do not take

part in competitions that fall below the

reasonable standard prescribed by the

Institute to establish equitable rela-

tions between the owner and the com-
petitors. For a member to take part in

a competition that has not received the

approval of the Institute (No. 4) is

judged unprofessional so far as mem-
bers of the Institute are concerned.

Where a competition has been estab-

lished under the approved regulations

(No. 5), the owner assumes a moral

obligation to those invited or other-

wise authorized to participate, to re-

tain one of their number as architect

for the work. For an architect not a

participant to attempt to secure the

commission while the competition is

in progress is equivalent to an effort on
his part to supplant a fellow practi-

tioner after definite steps have been

taken toward his employment.
Absolute and effective anonymity is

a necessary condition of a fair and im-

partial competition (No. 6) and It is

understood that the owner and all con-

nected with the project shall refrain

from holding any direct communica-
tion with the participating architects.

For an architect to attempt to influence

the owner or others in his favor di-
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rectly or indirectly while the competi-

tion is in progress would involve disclos-

ing his identity and would be a breach

of the agreement under which he is

admitted as a participant. An attempt

on the part of an imsuccessful competitor

to influence the owner's final decision

would involve a breach of good faith

with architects who participated.

(No. 7). It would impugn the good

faith of the adviser in his relations to the

competitors and owner should he accept

the commission as architect for the

work, thus making himself party with

the owner to a breach of the contract

with tlie competitors as to the award.

(No. 8). To bear false witness or

otherwise maliciously injure the rep-

utation of a fellow practitioner is a

breach of the moral code that should

govern human all relations.

(No. 9). Where the employment of

an architect has been terminated but

where his claim for compensation or

damages remains unsatisfied, another

architect, who in the meantime accepts

the same commission, exposes himself

to the charge of attempting to sup-

plant a fellow practitioner. To guard

against this and as a professional cour-

tesy, the commission should not be un-

dertaken without a conference with

the architect previously employed and
a satisfactory understanding as to his

present status and rights in the matter.

To volunteer the submission of

sketches or otherwise to solicit employ-

ment where another architect is known
to be engaged on a project (No. 10)

constitutes an effort to supplant a fel-

low practitioner, a practice which is

derogatory to the dignity of the pro-

fession, and which, if encouraged by
the owner before reaching a final deci-

sion, 's equivalent to establishing an
unregulated competition.

Beside the documents already men-
tioned; the constitution of the Insti-

tute provides for a schedule of profes-

sional charges complying with good
practice and custom, and while this

schedule is not made mandatory it

indicates a minimum charge for serv-

ices based upon experience under or-

dinary conditions.

An architect is at liberty to disregard

this schedule if he sets a lower valua-

tion upon his services in making his

terms with his client. It is unprofes-

sional, however, for an architect to

attempt to secure employment by
underbidding a fellow architect. Such
a practice not only places his advisory

service upon the basis of merchandise

bartered in trade but exposes the lower

bidder to the charge of endeavoring to

supplant a fellow practitioner should

the owner have already taken steps

toward his employment.
Unlike the publishers of house plans

and designers who make a business of

furnishing general plans without un-

dertaking to supervise the building

operation, the Institute holds that the

architect in his professional capacity

has a larger duty to his client. As a

technical adviser his services consist

of a personal study of the client's prob-

lem, to which he brings the result of

his education and experience, taste and
judgment ; and furthermore his services

properly include the general adminis-

tration of the business details and

suj)ervision of the work and prepara-

tion of contract documents. The pre-

liminary studies or sketches and the

working drawings necessary to the

building operation are simply instru-

ments of service which remain the

property of the architect, and are not

equivalent to a commodity to be pur-

chased of the lowest bidder.

The Procedure for the Enforce-
ment OF Ethical Standards

For the enforcement of the manda-
tory principles embraced in the Canons

of Ethics, the constitution and by-laws
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provide a disciplinary procedure as

follows

:

Art . VII, Sec. 3 of the Constitution

All questions of discipline of a Mem-
ber shall be submitted to the Board of

Directors, which shall decide finally

and without recourse any questions of

action conflicting with the Constitu-

tion or By-Laws of the Institute or of

the member's Chapter, non-payment
of dues to Institute or Chapter, or

questions of unprofessional conduct;
and acting under this section the
Board may suspend a Member, pass a
vote of censure upon him, drop his

name from the roll of members, or

expel him; but no such action shall be
taken until the accused shall have had
an opportunity to be heard in his own
defense.

Art. IV, Sec. 2 of the By-Laws
All questions of discipline of a mem-

ber shall be determined in accordance
with the following procedure

:

It shall be competent for and shall

be the duty of any Member or Com-
mittee of the Institute or of any Chap-
ter to bring to the attention of the

Committee on Practice any alleged un-
professional conduct on the part of any
Member without being deemed to have
entered a formal complaint against

such Member. The Committee on
Practice shall, when its attention is

drawn to any such matter, conduct a
preliminary examination into the facts,

and if a prima facie case shall appear
against a Member, it shall so report to

the Judiciary Committee. The Judici-

ary Committee shall hear and adjudge
every case so reported to it and shall

give the Member an opportunity to be
heard in his own defense. Its findings

shall be conclusive in regard to all ques-
tions of fact involved in the evidence
submitted.
The Judiciary Committee shall re-

port its findings to the Board of Di-
rectors. If the findings are adverse to

a Member, the Board of Directors shall

take such action thereon as it shall see

fit according to the Constitution. A

Member may appeal in wTiting to the
Board of Directors on questions of pro-
fessional or ethical policy.

AnyMember mayappeal to the Com-
mittee on Practice from any action of

a Chapter Executive Committee re-

garding alleged unprofessional conduct.
In such case the procedure shall be as
provided above in this section, but no
decision of the Committee on Practice
or the Judiciary Committee reversing
the previous action of the Chapter
Executive Committee shall be effective

unless ratified by the Board of Direc-
tors. The action of the Board of Di-
rectors shall supersede the action of

the Chapter Executive Committee.
If in any case pending before either

the Committee on Practice or the
Judiciary Committee, any oral testi-

mony has actually been given, such
committee shall have the power to con-
tinue and conclude its work on that
particular case, notwithstanding the
expiration of the term of office of any
or all of its Members.
The Board of Directors shall, from

time to time, establish rules of pro-
cedure for the guidance of the Com-
mittee on Practice and the Judiciary
Committee.

Rules for the Disciplinary Com-
mittees

To perform its disciplinary functions

the Committee on Practice and the

Judiciary Committee above referred to

are governed by rules which set forth

the procedure following a charge of

unprofessional conduct against a mem-
ber. In some cases a preliminary

investigation is made by the local

Chapter when one of its members is

involved and if the evidence warrants,

the charge may be dismissed by the

local body, or referred to the Institute

Committee on Practice, the case being

then taken up in pursuance of the fol-

lowing ndes

:

Rule 1. Procedure of Committee on
Practice.—Whenever there has been
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brought to the attention of the Com-
mittee on Practice any alleged unpro-

fessional conduct on the part of any
meml>er, the Committee on Practice,

after due investigation, if of the opinion

that a prima facie case has been made
out, shall send the following informa-

tion by registered mail to the member
involved, to the complaining member
if there is one of record, and to each

member of the Judiciary Committee:

A copy of the findings of the Com-
mittee on Practice, embracing a refer-

ence to the Code, Canon, By-Law, or

other rule or principle of the Institute

claimed to be Nnolated;

A specification in concise form of the

particular offense, giving in detail its

time, place, and occasion, as far as

practicable; also a complete file of evi-

dence of the case as transmitted to the

Judiciary Committee;
And a printed copy of these rules.

Rule 2. Procedure of Judiciary Com-
mittee.

—^The Chairman of the Judiciary

Committee, on receipt of copies of the

findings and all evidence of record in

regard to the case from the Committee
on Practice, will communicate by reg-

istered mail with the member to whom
notice has been sent as provided for in

Rule 1, with the request that he state

whether he acknowledges the facts to

be in substantial accordance with the

findings of the Committee on Practice,

and whether he is willing to waive a
formal hearing before the Judiciary

Committee. If such hearing is waived
he shall be permitted to present a
written statement in explanation of

his alleged offense, which will be duly
considered by the Judiciary Com-
mittee in rendering its decision and in

submitting its report to the Board of

Directors; but in case he denies the
findings of the Committee on Practice,

or does not waive a formal hearing (and
delay in replying beyond fifteen days
from the date of the notice of the
Chairman of the Judiciary Committee
above provided for will be construed as

a waiver), or in case the offense with
which the member is charged is of such

gravity that the Judiciary Committee
is of the opinion that a formal hearing
is necessary, then a formal hearing will

be ordered by the Chairman of the

Judiciary Committee who will advise

him by registered mail of the place,

date, and hour at which the Judiciary

Committee will hear the matter, noti-

fying him that he will be at liberty

to appear at such hearing and to offer

at that time any evidence on his own
behalf in denial or palliation of the par-

ticular offense on which the findings of

the Committee on Practice are based.

The complaining member, if there be
one of record, shall also be notified, by
registered mail, of the place, date, and
hour of the hearing, and he shall be
given the opportunity of testifying at

said hearing.

The Committee on Practice, through
its Chairman or otherwise, may present

for the consideration of the Judiciary

Committee at the said hearing such
additional evidence as may have come
into its possession since its findings

were transmitted to the Judiciary Com-
mittee, and shall have the right to

summon and to question witnesses

with a view of bringing out all sides of

the case at issue. The Judiciary Com-
mittee may also summon and question

witnesses if the circumstances so war-
rant in its judgment.

Rule 3. Absence of Interested Par-
ties.—^The absence of the member
against whpm complaint has been
made, or the absence of witnesses duly
summoned from the hearing before the
Judiciary Committee (held as above
provided in Rule 2), shall not prevent
the Committee from proceeding with
the case and making due disposition of

it in accordance with the evidence
presented.

Rule 4. Refusal to Testify.—^The

member against whom the Committee
on Practice has found a prima facie

case shall, on his appearance before the
Judiciary Committee, present himself
for examination and shall fully answer
all material questions that may be pro-

pounded to him, and the refusal to so
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answer such questions, or the deliber-

ate evasion thereof in the judgment of

the Committee, shall be construed as a

violation of the objects of the Charter
of the Institute as well as of its Consti-

tution, and shall be reported to the

Board of Directors by the Judiciary

Committee who may after proper

proceedings discipline or expel such

member.

Rule 5. Submission of Evidence.—
The Judiciary Committee shall be the

sole and absolute judge of the admissi-

bility of all evidence brought before it

as well as of its value. While the best

evidence is in general to be procured,

the Committee shall be entirely free to

accept any other logically relevant evi-

dence that may be offered to it, and if

the same is not the best evidence ob-

tainable, to give it such rating for accu-

racy and reliability as they see fit. If

members of the Institute have in their

possession any original letters or papers
or copies thereof that are involved in

any complaint or findings, they shall

produce said letters or papers or copies

on request or shall send copies thereof

with a certificate annexed, signed by
themselves, stating that the original is

in their possession and that they have
personally compared the copy with it

and that the copy submitted is a true,

complete, and correct copy thereof.

Rule 6. Hearings by the Board.—If

the Judiciary Committee, after hear-

ing a case against a member, makes
any findings involving such member,
that member, and the complaining
member, if there is one of record, shall

be notified thereof by registered letters.

Such notice should contain the find-

ings of the Judiciary Committee, the
judgment it recommends, and be in the
form and substance in which the find-

ings are to be presented to the Board
of Directors.

When the Judiciary Committee
makes a finding it shall contain the
findings of the Committee on Practice,

a statement of the case, a recital of the
facts of the case, the discussion of the
Judiciary Committee, and its decision.

Copies of the findings shall also be
mailed to each member of the Board of

Directors; and the Board, through the
Secretary of the Institute, shall set a
time and place at which the findings of

the Judiciary Committee shall be pre-

sented, and at which the accused shall

have opportunity to be heard. A
notice shall be sent to the accused and
to the complaining member, if there is

one of record, by registered mail thirty

days in advance of the time of the hear-

ing, notifying each of them of the time
and place of hearing.

The Chairman of the Judiciary Com-
mittee may prosecute the case before

the Board with the assistance of the
other members of the Judiciary Com-
mittee if they so desire, but neither the

Chairman of the Judiciary Committee
nor any member of the Judiciary Com-
mittee shall participate in the deliber-

ations of the Board of Directors over
the matter nor vote thereon.

At the hearing the Judiciary Com-
mittee will present its findings to the
Board, at which time the accused shall

be given opportunity to be heard in his

own defense, and he may introduce

written evidence or call witnesses in

refutation of the charge against him,
but in all cases the Board shall be the

judge of the relevancy or the admis-
sibility of such evidence. Such testi-

mony must be logically relevant to the

findings of the Judiciary Committee,
unless in the judgment of the Board of

Directors the accused should be per-

mitted to raise a question of profes-

sional or ethical policy, in which case

evidence of a more general character

may be introduced. If the accused

does not appear personally, he may
submit his defense in a written commu-
nication addressed to the Board of

Directors.

Rule 7. Publication of Findings.—
The action taken by the Board of

Directors whether for or against the

accused shall be reported to each mem-
ber of the Institute in full or in brief as

shall be determined by the Board of Di-

rectors, who in their discretion may also
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direct the sending of the findings of the

Judiciary Committee to each member.

Rule 8. Publication of Exoneration.

—Should the Committee on Practice

fail to find a prima facie case, it shall so

advise the Board of Directors, for rec-

ord, and the accused and accuser.

Should the Judiciary Committee exon-

erate any accused meml)er, the Secre-

tary of the Board shall so advise the

accused and accuser, and if requested

by the accused shall forward a copy of

its findings for publication in The
Journal, in addition to the sending of

such findings to each member of the
Institute.

Rule 9. Service of Secretary's Office.—^The Committee on Practice and the
Judiciary Committee may call upon
the Secretary of the Institute for the
assistance of his clerical force in the
work of their committees, and it shall

be the duty of the Secretary to furnish

such assistance.

The Architectural Student and His Relation to

Professional Practice

By Emil Lorch
Professor of Architecture, University of Michigan, Member of the American Institute of Arch-

itects and President of the Association of Collegiate Schools of Architecture

YOUNG men enter the architec-

tural profession alongtwo principal

lines. Many attend an architectural

school and then enter an architect's

oflBce for practical experience before

engaging in independent practice;

others enter such an office directly

after attending high school or after

pursuing a liberal arts or a scientific

course at college.

The recruit's understanding of pro-

fessional and ethical relations depends

largely on the manner in which he has

received his general and professional

education, upon the kind of approach

he makes to his profession and to his

duties as a citizen. This approach has

varied with conditions, the status of

the profession before the public and
the profession's realization of its duty.

As a people projects its conception

of behavior in the form of law, so a

profession when it becomes conscious

of its obligations formulates certain

regulations for its followers. A stand-

ard is set up for membership and good
standing in the professional organiza-

tion and this organization, with the

consent of those governed, exercises dis-

ciplinary powers in the way of censure,

susp)ension, or expulsion against offend-

ers. Such an organization does a real

educational work for the public and
the entire profession concerned, gradu-

ally creating an understanding of the

aims of the profession and giving it a

more definite place in the general eco-

nomic and social fabric.

After attaining a measure of public

recognition, it becomes possible to pro-

ceed further and establish a basis of

admission to the profession by requir-

ing candidates to qualify education-

ally under a state law, thus protecting

the publictosome extent against incom-

petence, gaining the recognition of the

state for the profession, and making
possible disbarment from practice of

those flagrant offenders against public

interest who could not be reached

through any code of a purely selective

organization.

The organization of a profession with

definite and published ideals of per-

formance, seconded by a legal minimum
of admission to practice for all, irre-
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spective of membership in professional

societies, constitutes evidence which

should make clear what the profession

stands for in point of preparation

and professional relations, ethical and

otherwise.

The Apprenticeship System

Before the organization of the Ameri-

can Institute of Architects, of the archi-

tectural schools, of architectural publi-

cations, and of registration laws, the

architectural recruit received his tech-

nical and social training as the appren-

tice of an architect. In England he

was "articled" in a professional rather

than a commercial office and paid for

his instruction and other privileges.

The architect was morally bound to

further his education, while there was a

social side to the relation which tied

together student and practitioner.

The problems of the office were shared

with the apprentice in proportion to

his advancement and the personal asso-

ciation of master and pupil nurtured a

professional sense, with a sympathy for

as well as understanding of professional

obligations. Here was a bond which

made for fine cooperation and respect

for the interests of the public and other

practitioners, and created a solidarity

which is still powerful in England.

America inherited and modified the

apprenticeship system, long retaining

its valuable contacts and handing on
of knowledge. The beginner entered

the office, however, more or less as a

general "cub" assistant, doing every-

thing until he finally became a full-

fledged draftsman, often later becom-
ing a member of the firm. Here, too,

the system engendered loyalty and
mutual respect, and in numberless

cases the architect gave freely of him-

self to the rising generation to better

the profession. Here again the person-

ality of the practitioner and his older

assistants counted tremendously in

molding the beginners. These begin-

ners were generally very young and
had had little general schooling, gain-

ing their insight of the larger relations,

their world outlook, while learning how
to draw, and studying at night such
books as could be had. It was a highly

individual process, which often left too
much to the initiative of a student of

very modest attainments, slight back-
ground and limited opportunities for

improvement outside the office. Dur-
ing this period there was no approxi-

mate agreement as to the larger rela-

tions of the architect or his education,

little vision as to the possibilities of

architecture, and hence the beginner's

introduction to the professional field

varied greatly with the office where he
served his apprenticeship.

Organization of the Architec-
tural Schools

The organization of architectural

schools began in this country soon
after the formation of the American
Institute of Architects and their growth
has rapidly displanted the apprentice

system. There was a transitional

period during which the value of an
architectural school training was ques-

tioned by those who had come up
through the other system but for some
years now it has been assumed that

proper preparation for the profession

consists of such schooling along with
the practical experience, like the physi-

cian's interneship, which must precede

independent practice.

While many young men still begin

in an architect's office, practically all

now look forward to attending an archi-

tectural school. This change is entirely

owing to higher standards of practice

and the greater demands made on the

profession, the rapid progress made by
graduates, their greater breadth of

view, and the preference of most archi-

tects for trained assistants.
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There has been a significant paral-

lelism between the evolution of the

American Institute of Architects, the

colleges, universities, architectural

schools and journals. It is safe to

say that the schools have markedly
influenced the architectural profession

and that the profession's better con-

ception of its obligations reflects much
that the colleges in general stand for.

Schooled men have for many years

been taking over control of the Insti-

tute and, thus placed, have shaped
many of its activities. The agencies

enumerated above reflect, in turn, the

general development of the country,

its organization of industry and busi-

ness, its large projects and need for

hurried production, out of which has

sprung the large architectural office

organization for practice.

About one-half of all architectural

draftsmen are employed in such organ-

izations and in them the individual is

but a cog, rarely coming into personal

contact with a member of the firm.

In such olBBces, specialization obtains

as a natural outgrowth in the fields of

design, construction, mechanical and
other equipment, specifications, super-

intendence, rendering and other parts

of the work; some portions of this work
may even he done outside the office

by other technical organizations, while

the actual building operation may not

be observed at all bymany of the assist-

ants who are busy throughout the day
at the drawing board and thus do not

see the expression in real materials of

what they have drawn. They have
little contact with the actual work or

with the architect. As a consequence

of this specialization and mechanical-

ization, some young men will not work
in a larger oflSce if they can possibly

get into a smaller one where they can
better gain a conception of the entire

range of activities and have sl share

in more of them.

To overcome this difficulty, a splen-

did effort was recently made in one
office to discuss the current work once

a week with the entire drafting force

in order to give them some insight into

the conditions under which the office

was serving and to bring aliout better

mutual understanding and team play.

Clients have been known to point

out that the assistants in some offices

had progressed little in certain direc-

tions over a period of years, because

they had been so closely tied down and
had been given no opportunity to go

out on the building, visit modelling

and other craft-shops, and thus gain

a greater sense of the reality of what
they drew. Today in large offices the

old bond between master and pupil

is uncommon; the assistant does cer-

tain assigned tasks, works as a member
of a squad and gains little attachment

for his employer and no great enthusi-

asm for his work; close interdependence

and personal interest and contact are

too often wanting and the recruit gets

little idea of the profession as a whole.

Hence the increased necessity of dis-

cussing the problems and ideals of the

profession in draftsman and student

clubs and in the architectural schools.

After the formation of the American

Institute of Architects in 1857 there

gradually came about a crystallization

of thought on matters affecting the

profession and its larger objectives and

as a consequence there has for years

been growing up a series of documents

on professional practice known as the

"Ethical Documents of the American

Institute of Architects." These are

unique and authoritative as well ascom-
prehensive and succinct statements,

which have had considerable influence

outside of Institute circles. They are

available to all practitioners and stu-

dents. Successive committees of the

Institute have worked devotedly to

produce and clarify these documents.
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In them are defined the responsibilities

of the architect to those he serves and
to the contractor, as well as to other

architects.

Education in Professional
Relations

The Institute was quick to see that

it must concern itself not only with

practice but also with education. The
Committee on Education has with

increasing understanding cooperated

with the schools. Special sessions of

the Institute conventions have been

devoted to education, exhibitions of

students' and architects' work have
been held, the leading schools recog-

nized, and medals awarded to promis-

ing students.

The aims and activities of the Insti-

tute and the subjects included in the

Institute documents are now discussed

in one form or other in practically

every architectural school, but with

varying emphasis. In some, the cur-

riculum is so overcrowded that little

time can be allowed for such discussion.

Where an entire course in professional

relations is permissible, the titles

"Professional Practice," "Professional

Relations," "Specifications and Prac-

tice," "Business Law," "Business

Administration," "Contracts," and
the like are frequently used and
"Ethics" is formally discussed as part

of the course.

This is one of the fields in which the

visiting lecturer can do most effective

work and such lecturers alone give the

instruction in one school; in others,

visiting lecturers share the instruction

with regular instructors. An examina-
tion is given at the close of such a

course. In two schools, but one and
four lectures respectively are given to

the class about to graduate. Again,

where no special course is given, the

professor of architecture discusses pro-

fessional relationship at meetings of the

student societies or as part of other

class instruction. In two schools, the

freshmen hear about it and the subject

is constantly kept before the students.

Where the subject is not actually

taught, it is proposed to give formal

instruction very soon.

One of the school heads to whom
the writer wrote to learn what was
being done in the institution of which
he has charge, after referring to bad
conditions in his particular state, said

:

"It is a big problem, but we are mak-
ing a beginning and the next genera-

tion will feel the effect.

"

The essence of the Institute docu-

ments is given in the "Circular of

Advice" and the "Canons of Ethics,"

both of which are printed in full in this

volume.^ The fundamental thought

of these is the maintenance of truly

professional relations by the architect

to the owner and the contractor; while

employed and paid by the owner and
remaining loyal to him, the architect, as

interpreter of the conditions of the con-

tract and judge of its performance, must
retain impartiality in order to be just

to the contractor. Fairness to other

architects, advertising, non-participa-

tion in improper competitions, duties

to students and draftsmen and to the

public and building authorities, pro-

fessional qualifications and the archi-

tect's status are briefly summarized
in the above documents and in the

syllabi of some of the schools, as is

also the gist of the "Circular of Ad-
vice on Architectural Competitions,"

"Disciplinary Rules" and the "Sched-
ule of Charges," the business forms,

general conditions for specifications,

and the form of contract. Most of

these are discussed in some measure
in the schools, but there is considerable

room formore systematicandthorough-
going attention to them.

In one school critical and other

1 See page fHl.
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articles bearing on the profession and
architectural education are read and
discussed by the senior class to give stu-

dents another angle of current thought.

In two schools summer oflBce work is

required and two summer vacations

must be spent in this way before the

diploma is granted. Students thus get

some insight into office routine, profit

more by class instruction and, upon
graduation, more easily get a start as

draftsmen.

At least one division of the architec-

tural curriculum is of particular worth

in combining technical knowledge with

more general values. In architectural

history there is not only the great chain

of human events reflected in monu-
ments but high ideals of performance,

distinguished personalities and extraor-

dinary examples of achievement. De-
votion, self-sacrifice and genius are all

found here. Like architectural design,

this is one of the truly inspirational

subjects of architectural teaching.

To students the wide field of effort

of the Institute also needs to be inter-

preted, as it does to some who never

attend a convention and thus fail to

grasp the reality and vitality of the

organization. Its purpose is best dem-
onstrated in the manifold activities

reflected at the annual convention, at

which time all the many standing and
sp>ecial committees report. It would
be a splendid experience for students

to sit through such sessions and thus

learn what a large number of busy men
in all parts of the country are unself-

ishly contributing through committee
activities to the evolution of the In-

stitute ideal and to giving it practical

eflFect.

Adjustment to the Profession

It has been said above that in some
schools little attention is given to "pro-

fessional practice" because the cur-

riculum is overcrowded. In the so-

called four-year courses in architecture

there is little time available for cul-

tural and scientific subjects in addition

to essential preparatory and technical

work. Some hold, moreover, that given

a reasonably broad collegiate and tech-

nical training, the graduate will, while

getting practical experience prior to

independent practice, readily come to

grasp the principles involved in such
practice with the help of the very con-

crete, definitely expressed documents
published by the Institute.

The entire professional student

career is obviously one of adjustment

to the profession. Its obligations are

constantly kept before him; the bear-

ing of each principle and technical

topic on actual circumstances is care-

fully discussed. If the school cannot

anticipate the actual experience of the

individual it can and must help train

and form him, strengthen his convic-

tions for the time of struggle and doubt,

and place him in the larger currents of

thought. Although the college period

has among its drawbacks, in the minds
of ardent realists, the keeping of the

student away from actual business

problems and life, it has, derived from
this, the very advantage that it may
help form character which will help

build a better world. Idealism cer-

tainly finds one of its strongholds in our

institutions of learning. The funda-

mental ideal of the college is, after

all, to increase resource and power;

to develop men, to train them for good
citizenship rather than narrow voca-

tionalism or professionalism. They
must be able to do their elected work,

but they must also be prepared to

give whole-hearted cooperation to the

furtherance of civic, state and national

well-being.

To the college period the student

comes more definitely influenced by
standards of private than of public

life. His reactions to questions of
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honesty are already largely formed.

During this periodhe changesfrom boy-
hood to manhood and receives a better

understanding of life and the relation

of the individual to it. If he can give

time to a fair amount of liberal or cul-

tural studies, he will more readily

understand human relations and learn

to distinguish ethical values. If, how-
ever, he immediately enters the cus-

tomary limited professional course of

but four years in architecture based
on high school training, thus allowing

very little time for cultural studies, the

likelihood of his having a good general

conception of the normative field is

greatly lessened, for his chief preoccu-

pation will be to make a practical suc-

cess as soon as possible after gradua-
tion.

The group trained as first suggested

through its analysis of form, character

and events, study of literatiu*e, soci-

ology, economics, political science, law
and philosophy in its various forms in-

cluding ethics, needs little in the field

of professional ethics. These men
come from the university with a fairly

good understanding of human relations

and may be trusted in their relations to

society or a specific group, professional

or otherwise. For the second group a

discussion of the ideals^f the profession

is much more needed. In any case,

the institution can only send out its

graduates with the hope that in an age

in which so much has been commercial-
ized they will distinguish values and
keep up to the highest possible mark
and that they will help form an opinion

which will raise the general standard
of performance.

After graduation those who have
the means will in increasing numbers
go abroad for study and travel before

entering an architect's office for a pe-

riod of apprenticeship and experience

before becoming practitioners.

Conditions op Entrance to
Practice

Independent practice in former years

dep)ended merely on securing some kind
of commission or client but in at least

twenty-two of our states men must
now qualify for practice under registra-

tion laws. The young architect thus
receives formal recognition by the

state with a certain measure of con-

fidence on the part of the public, as in

the case of the doctor and the lawyer.

In some states candidates for the ex-

amination must have two or threeyears'

experience under an architect in addi-

tion to a diploma. The Institute has

been very conservative on this question

and not until three years ago did it give

its support to the principle involved.

In the minds of many, such laws pro-

vide the best means for protecting the

public against those utterly lacking

in fitness and training for even the

lesser responsibilities and smaller prob-

lems of the architect. Such laws have
very great possibilities for good, have
been in effect long enough to demon-
strate real value, and give students an
objective similar to that of other recog-

nized professions.

The architectural schools have long

realized the necessity for higher stand-

ards of admission and graduation. At
the universities they are directly in

touch with the higher requirements

effective for law and medicine and have
recently won the support of the Insti-

tute for longer courses which are to be
given effect in the near future. To
encourage sound effort, the Institute

has for some years awarded a medal
annually to that graduating student of

each of the "recognized" schools who
has stood highest inhis classthroughout
the duration of the course. A num-
ber of architects have been able to pro-

vide resident scholarships for deserv-

ing students and foreign travelling
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scholarships to create an interest in

higher artistic achievement through a

first-hand acquaintance with master

works. Much more can and should

be done in this direction, for every

architectural student should know at

first hand some of the great works of

the artistic field abroad, not only in

architecture but in painting, sculpture,

gardening and city planning.

Extra-Classroom Forces in

Ethical Training

The sense of individual responsibil-

ity is developed by allowing students

opportunities for activities outside of

class work; thus they begin as class

officers, serve on committees or stu-

dent publications, engage in athletics,

debates, entertainments, and the like.

Such activities develop initiative and a

knowledge of men and affairs which
are of great value and mean much to

the college student. Most of his life

is spent outside the classroom, away
from the faculty, and thus his associ-

ates, amusements, club or fraternity

connections have much to do with

shaping his ideals. In most cases

he retains the religious affiliations

made at home and where this is so,

a potent constructive force exists for

good, probably stronger in so-called

denominational institutions than in

the others. Practically every archi-

tectural school has its student archi-

tectural society with its list of speakers,

architectural and otherwise, while there

are two national architectural frater-

nities, the meml)ers of which have

club houses managed by students at

their respective institutions, as do cer-

tain other professional student groups.

There are also two national honor

fraternities for architectural students,

also under student control and open

only to a certain percentage of the stu-

dents on the basis of high scholarship,

a qualification which demonstrates the

effect of student initiative in the recog-

nition of good personality and work.

In institutions where the honor sys-

tem prevails, where the students them-
selves undertake supervision of exami-

nations, we have another positive force

for good. It will be gratifying to some
to know that students have been known
to vote down the honor system for

examinations, since the men felt that

they were on their honor continuously!

In some colleges, under such a system,

students offending against the code are

tried by a student honor committee

and if found guilty are dismissed from
college by that committee; in other

institutions, the findings of the stu-

dent committee are reported to the

faculty concerned, which acts on the

recommendation of the honor commit-
tee. Nothing can be finer than the

willingness of students to accept such a

responsibility and nothing will better

prepare them for some of the burdens

of professional life.



Codes of Ethics for the Teaching Profession

By George Gailey Chambers, Ph.D.
University of Pennsylvania, Chairman of the Ethics Commission of the Pennsylvania State

Education Association

THE professions exist for the pur-

pose of rendering service to hu-

manity. The service to be rendered by
the teaching profession is to assist in

preparing human beings in their younger

periods of life so that they may be equipped

mentally, morally and physically to live

in the most serviceable manner possible

during the whole of life. The rendering

of this type of service is not to be done
exclusively by the teaching profession.

The home is, or should be, the most
eflScient co-partner in rendering this

service. The church should be a close

second to the school and the home.
Various social organizations and ac-

tivities also assist in this service.

The teaching profession consists of

a group of men and women trained and
organized for the rendering of that

special service to humanity, and no
man or woman is worthy of member-
ship in this profession unless he is

thoroughly imbued with a determina-

tion to render the service for which

the profession exists, even if, at times, it

means personal sacrifice. From the

ethical point of view, the fundamental

qualities of the worthiness of men or

women to be in the teaching profession

are an unadulterated feeling of loyalty

to the purpose of the profession and a

thorough determination to render the

service required. This test should

apply to all alike, even the very be-

ginner in the service who may antici-

pate that her tenure may be short.

The profession should strongly object

to the entrance of anyone who is de-

liberately using it merely as a stepping-

stone to some other profession or

occupation, unless that occupation be
motherhood. Moreover, when the obli-

gations of motherhood have been sat-

isfied, the mother who was previously

trained as a teacher, should be wel-

comed into active service in the

profession. She has probably been

much improved in her qualifications as

a teacher by her experience as a
mother. Her services are needed in

the profession. Why should she wait

until she becomes a widow before

returning to active service?

Entrance Standards

The mode of entrance into the teach-

ing profession is not nearly as uniform

as the mode of entrance at present into

the medical profession, which in that

regard has the most nearly uniform

standards of all the professions. On
this point, however, the teaching

profession will compare very favorably

with the other professions with the

possible exception of law. The vast

majority of the members of the teach-

ing profession, made up of those in the

several public school systems, enter

the profession by meeting definite re-

quirements laid down by the several

states. Unfortunately it is still true

that the minimum requirement for

entrance is much too low, and one of

the first duties of the profession is to

take steps to increase the entrance

standards. It is encouraging to note

that the last few years have seen much
improvement in this regard; notwith-

standing the great increase in the de-

mand for teachers.

One of the most hopeful signs in the

profession is the increased emphasis

upon professional training. The tend-

ency, as far as public school service

is concerned, is to make entrance into

121
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the profession conditional upon the

successful completion of a course of

professional training in some pro-

fessional school. There is even some
indication that professional training

is being considered as of value when
selections are being made for new
instructors in some of our colleges

and universities.

The lack of uniformity in the modes
of entering the profession have made
it di£5cult to instill into the prosi>ective

teacher ideals of professional ethics.

In fact in hundreds of cases in the past

no sense of professional obligation was
existent.

Organizations

When it comes to organizations

made up of members of the profession

we find them very numerous. We
have organizations by states, by coun-

ties and by local districts; we have

organizations on the basis of the

subjects taught; we have organizations

on the basis of the kind of school or

college in which the members teach;

for example, organizations of teachers

in private preparatory schools, or even

of teachers in schools of a given re-

ligious denomination. We have organi-

zations made up of teachers in urban

imiversities, for instance. Every few

months we learn of a new organization

whose members consist of teachers.

That organization of the teaching

profession which without doubt should

be placed first in our country is the

National Educational Association, and
it seems to me that that is the organiza-

tion which will inevitably be the most
influential in bringing the profession up
to the ideal standards of a profession;

but doubtless many other associations

will play an important part. In the

college and university portion of the

profession, the American Association

of University Professors seems to bid

fair to do much toward bringing its

members u]) to ideal professional

standards.

Existing Codes

At least twelve codes of ethics for

teachers have been formulated. There
may be others which have not come to

my notice. Some of these have been

prepared by local clubs; for example,

the code prepared by the Barnard Club
in Providence, Rhode Island. Others

have been prepared by teacher's associ-

ations which cover oertain definite

geographical districts, not following

state or local municipal lines; for

example, the code prepared by the

Monongahela Round Table in the

northern part of West Virginia. Some
have been prepared by students in

graduate university courses in educa-

tion, such as the one prepared at the

University of Utah. Several have

been prepared by committees of state

associations for teachers and after-

wards approved by those associations.

The state associations in the following

states have approved codes : California,

Michigan, Mississippi, New Jersey,

Pennsylvania, New York and Oregon.

Of these state codes, that prepared by

Michigan is the most recent. The one

by Pennsylvania is next. The Michigan

Code is avowedly in a very tentative

form.

The Pennsylvania Code was ap-

proved by the State Education Associa-

tion in December, 1920. Over three

years was spent by the committee in

preparing it. In the process of prepa-

ration, the committee studied all of the

other available codes for the profession,

as well as the codes of other professions,

including medicine, law, architecture

and engineering. The Pennsylvania

Code is given in full in the appendix

of this volume.^ The code of ethics

^See "A Code of Ethics for the Teaching

Profession Adopted by the Pennsylvania State

Education Association," page 281.

1
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adopted by the State Association of

Pennsylvania is printed as typical of

those adopted by other states. A code

of ethics was adopted by the New
Jersey State Teachers' Association in

December, 1914. Other codes have
been adopted as indicated on page 122,

but the Pennsylvania code was chosen

for printing in full because it is both
recent in adoption and fairly complete

in details. The Bureau of Education,

Washington, D. C, has published a
list of codes for teachers, with refer-

ences to educational periodicals.

There naturally arises the question

as to the relation of the particular code

of ethics for a profession to ethical

principles in general. That question

is probably best answered by saying

that a code of ethics for a profession is

merely an application of the general

principles of ethics to the special

obligations, rights and privileges of the

profession, having always in mind the

special service for which the profession

exists. In view of the special relation-

ship between the teaching profession

and the youth of our country, it is of

the highest importance that each mem-
ber of the profession shall have achieved

in himself a character worthy of daily

presentation to those being taught.

First Principle of the Teacher's
Code

The highest obligation of every mem-
ber of the profession is due to those who
are being taught, either by him directly

or by the school system in which he

holds a place. This is the funda-

mental ethical principle of the pro-

fession. Putting it negatively, this

principle states that the teacher's high-

est obligation is not to the board of

school directors, or to the superintend-

ent of the school, or to the principal,

or to himself, or to the parents of his

pupils. Every disputed or doubtful

point in connection with any other

ethical principle should be settled by
determining which mode of settlement

best meets the obligation asserted in

this first principle. This principle

should be considered equally applicable

to teachers in the colleges and uni-

versities.

Compensation

In every profession some of the

most troublesome ethical problems

arise in connection with the subject of

compensation and the related sub-

ject of appointments, promotions and
contracts. It is unquestionably the

urgent duty of the profession to de-

mand adequate compensation, since

only when there is adequate compen-
sation can the profession meet its

obligation to those being taught.

Individuals may, it is true, render the

highest type of service with inadequate

compensation, but in order that the

profession as a whole may render a

high type of service, men and women
of high ability must be attracted to it.

Moreover, when in the profession,

they must be financially able to do the

various things necessary for efficient

service. For example, they must be

able to purchase books and periodicals,

to travel and, especially, to attend

meetings of the various societies in the

profession. Furthermore, they must
be able to live in their respective

communities in such a way as to

command respect and recognition by
the community. The Michigan Code
says, " It is unprofessional for a teacher

to sign a yearly contract to teach for a

wage that is not sufficient to cover

living expenses for twelve months."

Promotions and Contracts

Many a teacher, principal or super-

intendent is tempted to use an im-

ethical procedure when the question of

an appointment or promotion is in-

volved, because then his personal
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comfort and inconvenience are most

prominently before him. Personal

comfort is a secondary matter in the

mind of any real altruist. This remark

applies with equal if not greater force

to the superintendent who is tempted

to stand in the way of a desired ad-

vancement so as to avoid the incon-

veniences incident to the replacement

of teachers. It is a short-sighted

policy to argue that the best interests

of the children will be served by
preserving the status quo.

Another point of temptation arises

when the acceptance of an oppor-

tunity for advancement involves the

breaking of a contract. No teacher,

or anyone else, should ever violate a

contract. Unless the consent of the

employing body is obtained, thereby

releasing the obligation, the contract

should be fulfilled. The principle

just stated should suggest to the wise

teacher that care should be exercised

as to the terms in a contract before

the contract is signed. In particular,

he should see that the contract

contains a reasonable provision for

its termination upon giving proper

notice.

Criticism of Associates

Under the head of criticisms of

associates, the teaching profession

might well take note of the correspond-

ing principle in the code of the medical

profession. In the medical code we find

the following: "When a physician

does succeed another physician in

charge of a case, he should not make
comment on, or insinuations regarding,

the practice of the one who preceded

him." In the medical profession, the

situation where one physician succeeds

another in charge of a case is the unu-

sual situation, whereas, in the teaching

profession, it is the regular procedure.

The only way in which a teacher with

a class above the first grade can obtain

new pupils is by receiving the pupils

previously taught by someone else.

The practice of condemning the previ-

ous teachers of one's pupils is very

common. It is probable that most of

the deficiencies in the pupils are due to

the great individual innate differences

found in any considerable group of

human beings, and that the differences

which a teacher finds in a new group of

students are almost certainly not due
to any failure on the part of the pre-

ceding teacher.

Teachers who are aroused by the

presence of deficient pupils in their

classes seem to forget that much more
skill is necessary to teach such pupils

successfully than to teach the ordinary

pupils. How much better it would be

to recognize the presence of deficient

pupils as a challenge to one's teaching

ability. Might not this attitude save

many a freshman in college? This

does not imply that there should be

in the same classroom for instruction

purposes, a group varying widely in

ability to take up the work in hand.

Whenever pupils are classified on the

basis of ability, the real teacher will

feel it a compliment to be asked to take I

the weaker section. The demand upon
teaching ability will be greater.

Principles Peculiar to the
Pennsylvania Code

The Pennsylvania Code contains

two sets of principles covering prob-

lems apparently untouched by the

other codes which the writer has seen.

I refer to the paragraph concerning

democracy in the development of

school plans, and the paragraph re-

ferring to the ethical factors entering

into the supervision of classroom work.

The question as to the extent of the

participation of teachers in the de-

velopment and execution of school

plans and policies is a live one. In

this connection, it should be remem-
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bered that neither the teacher nor the

superintendent has any professional

rights except those which grow out of

the obligations of the profession to

those being taught. The positive

ethical principle here is that the

superintendent, principals and teachers

should collaborate and cooperate so as

to make the schools as efficient for the

good of the child as possible. This

carries with it the right of teachers,

even by collective action, to demand
the privilege of such collaboration and
cooperation, if it is not voluntarily

granted. Such a democratic process of

determining school policies will often

lead to conclusions which are not

considered wise by some members
of the school system. In such cases,

however, the obligation rests strongly

upon all in the school system to support

the school's policies so long as they

continue to hold their positions. That
is, when a policy is finally determined

it should be loyally supported by all.

This principle of democratic coopera-

tion and collaboration should also be
applied to instruction in our colleges

and universities.

Supervisory Officers and
Teachers

In considering the relations between
supervisory officers and teachers, it

must be kept in mind that the first

function of the supervisory officer,

whether the superintendent or some-
one under him, is to help the teachers

to become more successful teachers.

The determination of the best methods
of supervision is very important to

every person in the school system. Is

this not a problem upon which the

teachers have a right to collaborate,

remembering that the purpose of

supervision is helpfulness.? Cannot a
plan be devised and operated whereby
kindly constructive criticisms of the

superintendent, supervisors and princi-

pals might be formulated by the

supervised group? There need not be
anything in such a procedure to hurt

either the dignity or usefulness of the

superintendent, supervisor or principal.

The superintendent is not an autocrat,

but merely one member of the profes-

sion who for the time being is given

particular duties and responsibilities.

Why should not the collective wisdom
of the people in the school system be

used to help him meet those special

duties and responsibilities?

Relation to Publishers and
Supply Houses

There is one other type of situation

which leads to difficult ethical prob-

lems; namely, the relation of super-

intendents, principals and teachers to

publishers and supply houses. The
question arises in connection with

superintendents or other members of

the profession who have textbooks on
the market or who have teaching

devices of one kind or another for sale

through supply houses. The state-

ment of the Pennsylvania Code on this

subject is as follows:

No member of the profession should act

as an agent, or receive a commission or

royalty or anything else of value, for any
books or supplies in the selection of which

he exercises official decision.

This is a rather moderate statement

and may not go far enough. Some
students of this question would im-

pose much narrower restraints. In

at least one state every member of any
of the school systems of the whole
state is forbidden by law to accept

royalties from textbooks used any-

where in that state. Of course, it is

very important that there should be
a sufficient incentive to induce the

best schoolmen to write the best

possible textbooks and evidently such

drastic legislation would greatly re-
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duce one important incentive. How-
ever, the writer of a textbook in any
particular field is probably not an un-

biased judge in passing upon the

relative merits of the textbooks in that

field, and it seems that merely the

waiving of the royalty, as required in

the Pennsylvania Code, does not go

quite far enough. Would it not be
wise for him to refer the decision to

someone who would undoubtedly be
recognized as an unbiased judge, even
though he may himself feel entirely

unbiased in the matter and may have
waived all rights to royalty? The full

confidence of others in his integrity is

worth much.

Commission on Professional
Ethics

The Pennsylvania Code, as far as

the writer is aware, is the only one
which carries with it the establishment

of a permanent commission on pro-

fessional ethics. Such a commission
is now in existence in the state of

Pennsylvania and is functioning. The
duty of this commission is to study the

various problems of professional ethics

arising from time to time, to give the

inquiring members of the profession its

interpretation of the meaning of the

various principles in the code, to

arrange for investigations rendered

advisable in connection with ethical

problems, and to recommend amend-
ments and additions to the code. If

similar commissions could be estab-

lished in other states, and if there

could be established a national com-
mission to which appeals from the

state commissions might be made, a
national code of ethics, with an
accompanying body of decisions and
interpretations would gradually be
established. The National Educa-
tional Association would seem to be

the proper organization to take the first

steps in this direction. Probably no
one thing would go farther toward the

securing of proper recognition of the

teaching profession than the approval

by the National Educational Associa-

tion of a national code of ethics and the

establishment under the auspices of

that association of a national com-
mission on professional ethics.

Of course, the mere formulation of

codes of ethics will not accomplish

much unless there is in some way im-

planted in every new teacher a sense of

individual responsibility for maintain-

ing good professional standards. This

is the task of state departments of edu-

cation, of superintendents of schools,

and especially of the faculties of teach-

er's training schools. There is need of

a short course, possibly two or three

weeks in length, in every teachers'

training school, bringing individually

to each student the ethical obligations

about to be assumed when the student

enters the teaching profession, and
warning against the special tempta-

tions to unethical conduct that so

frequently present themselves.
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The Principles of Academic Freedom and Tenure of the
American Association of University Professors

By F. S. Deibler
Professor of Economics, Northwestern University, Evanston, Illinois

t

THE American Association of Uni-

versity Professors was organized

in January, 1915. The motive for

forming the organization was the

feeling that there was a distinct need

for an association of college and uni-

versity teachers through which their

professional interests might find expres-

sion. Most college and university

teachers were members of the learned

societies in their respective fields, but
it was felt that these bodies did not

adequately meet the needs. In the

first place, in these associations, time
and energy was devoted solely to the

discussion of scientific topics and the

extension of scientific knowledge along

specialized lines. In the second place,

the large number of these scientific

bodies prevented any group considera-

tion of the professional interests of

college and university teachers. There
was no body that could express these

interests comparable with the American
Bar Association for the lawyers or the

American Medical Society forthe physi-

cians of the country. The American
Association of University Professors

was formed to fill this need, and to
" enhance the security and dignify

the scholar's calling throughout our

country."

Membership was limited at first to

teachers or research students who had
had ten years' experience in teaching

or investigation in connection with
some college or university of recognized

standing. The condition for member-
ship was changed at the annualmeeting
in 1920 so that three years ' experience

is now required. The evidence that

the Association is filling a need may be
seen in the continued growth in mem-

bership, which now numbers 4,046,

representing 183 institutions.

Organization of Committees

Diu*ing its first year of existence the

new Association began the study of

two closely related subjects, that have
continued to occupy a large amount of

the time and energy of the organiza-

tion—^namely, the questions of aca-

demic freedom and tenure, and the

relation of the faculty to the adminis-

trative and governing bodies of colleges

and universities. The question of

academic freedom and tenure was
taken up at once. In fact, some pre-

liminary thought had been given to

this issue by a joint committee of nine,

appointed in December, 1913, and
representing the American Economic
Association, the American Sociological

Society and the American Political

Science Association. At the first meet-

ing (January, 1915) of the American
Association of University Professors

it was decided to take up the problem
of academic freedom and the President

of the Association was authorized to

appoint a committee of fifteen, which

should include, so far as the members
were eligible, this joint committee of

nine. The committee of fifteen became
Committee "A"—the Committee on

Academic Freedom and Tenure.

This Committee was immediately

faced with the consideration of a

number of specific cases of alleged

infringement of academic freedom.

Eleven cases were laid before it the

first year. Because of their signifi-

cance it was decided to make special

inquiries into five of these cases.

Four of the other cases were brought
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to the attention of the specific scientific

association, to which the individual

affected belonged. In the five cases

investigated, the Committee decided

to appoint special committees of in-

quiry and to advise with these as to

questions of principles and on methods
of procedure, a practice that has con-

tinued to govern the investigations

conducted under the permanent com-
mittee on this subject (Committee A).

This left the parent committee free

to consider the whole problem of

academic freedom and formulate a

report thereon. The report was sub^

mitted by the Committee and was
accepted and approved at the annual

meeting in December, 1915. This

report constitutes the declaration of

principles of the Association on the

subjects of academic freedom and
academic tenure. In investigating

specific cases, the subcommittees mak-
ing the inquiry have been instructed to

consider the facts in the light of the

principles contained therein. Because

of the imi>ortance attached to these

principles by the Association, an

extended abstract of this report will

be given here.

What Is "Academic Freedom"?

"The term 'academic freedom,'
"

says the report, "has traditionally had
two applications—to the freedom of

the teacher and to that of the student,

Lehrfreiheit and Lemfreiheit. It needs

scarcely be pointed out that the free-

dom which is the subject of this report

is that of the teacher. Academic free-

dom in this sense comprises three ele-

ments : freedom of inquiry and research;

freedom of teaching within the univer-

sity or college; and freedom of extra-

mural utterance and action. The first

of these is almost everywhere so safe-

guarded that the dangers of its in-

fringement are slight. It may there-

fore be disregarded in this report. The

second and third phases of academic

freedom are closely related, and are

often not distinguished. The third,

however, has an importance of its own,
since of late it has perhaps more fre-

quently been the occasion of difficulties

and controversies than has the question

of freedom of intra-academic teaching.

"All five of the cases which have re-

cently been investigated by committees

of this Association have involved, at

least as one factor, the right of uni-

versity teachers to express their opin-

ions freely outside the university or to

engage in political activities in their

capacity as citizens. The general

principles which have to do with

freedom of teaching in both these

senses seem to the Committee to be in

great part, though not wholly, the

same. In this report, therefore, we
shall consider the matter primarily

with reference to freedom of teaching

within the university, and shall assume

that what is said thereon is also ap-

plicable to the freedom of speech of

university teachers outside their in-

stitutions, subject to certain qualifica-

tions and supplementary considerations

which will be pointed out in the course

of the report.

"An adequate discussion of academic

freedom must necessarily consider

three matters:

(1) The scope and basis of the

jx>wer exercised by those bodies having

ultimate legal authority in academic

affairs.

(2) The nature of the acadennc

calling:

(3) The function of the academic

institution or university."

The Power of the Trustees

On the subject of academic authority,

the report recognizes the trustees as

the "ultimate repositories of power,"

but raises the question of the re-

sponsibilities which this power imposes
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upon the trustees as it affects the

question of academic freedom. On
this latter point the report differen-

tiates betweentwo types of institutions,

(a) proprietary institutions, and (b)

those in the nature of a public institu-

tion. In connection with the first

type, the report recognizes the respon-

sibilities imposed upon the trustees,

if an institution is founded to promote
a particular religious, political or eco-

nomic doctrine. In such institutions

the trustees have a "right to sub-

ordinate everything to that end."

Such institutions "do not, at least as

regards one particular subject, accept

the principles of freedom of inquiry,

of opinion and of teaching; their pur-

pose is not to advance knowledge by
theunrestricted research and unfettered

discussion of impartial investigators,

but rather to subsidize the promotion
of the opinions held by persons,

usually not of the scholar's calling,

who provide the funds for their

maintenance." The Committee holds

that "genuine boldness and thorough-

ness of inquiry, and freedom of speech,

are scarcely reconcilable with the

prescribed inculcation of a particular

opinion upon a controverted question.

"

Concerning the second type of

institutions, the report holds that the

duty of the trustees is plain. They
are trustees for the public and therefore

can not assume the proprietary attitude

and privilege if they are appealing to

the general public for support. Trustees

of such universities or colleges have
no moral right to bind the reason or

conscience of any professor. "It fol-

lows that any university which lays

restrictions upon the intellectual free-

dom of its professors proclaims itself a
proprietary institution, and should be
so described when it makes a general

appeal for funds. "^

^ In his annual report President Butler of

Columbia makes the following statement con-

10

Nature of the Academic Calling

On the nature of the academic

calling, the report has this to say

:

"If education is the cornerstone of

he structure of society and if progress

m scientific knowledge is essential to

civilization, few things can be more
important than to enhance the dignity

of the scholar's profession with a view

to attracting into its ranks men of the

highest ability, of sound learning, and

of strong and independent character.

This is the more essential because the

pecuniary emoluments of the profession

are not, and doubtless never will be,

equal to those open to the more suc-

cessful members of other professions.

It is not, in our opinion, desirable that

men should be drawn into this profes-

sion by the magnitude of the economic

rewards which it offers; but it is for

this reason the more needful that men
of high gifts and character should be

drawn into it by the assurance of an
honorable and secure position, and of

freedom to perform honestly and ac-

cording to their own consciences, the

distinctive and important function

which the nature of the profession

lays upon them.

"That function is to deal at first

hand, after prolonged and specialized

technical training, with the sources of

knowledge; and to impart the results

of their own and of their fellow-

specialists' investigations and reflec-

tions, both to students and to the

cerning the attempt to control the educational

policies of universities. He says, "Under no
circumstances should, or can, any self respecting

university accept a gift upon conditions which
fix or hamper its complete freedom in the control

of its own educational policies and activities.

To accept a gift on condition that a certain

doctrine or theory be taught or be not taught,

. . . is to surrendei a university's freedom
and to strike a blow at what should be its charac-

teristic independence. Indeed, any donor who
would venture to attempt to bind a university
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general public, without fear or favor.

The proper discharge of this function

requires (among other things) that

the university teachers shall be exempt
from any jjecuniary motive or in-

ducement to hold, or to express, any
conclusion which is not the genuine

and uncolored product of his own study

or that of fellow specialists. Indeed,

the proper fulfilment of the work of

the professorate requires that our

universities shall be so free that no
fair-minded person shall find any ex-

cuse for even a suspicion that the

utterances of university teachers are

shaped or restricted by the judgment,

not of professional scholars, but of

inexpert and possibly not wholly dis-

interested persons outside of their

ranks. The lay public is under no
compulsion to accept or to act upon
the opinions of the scientific expert

whom, through the universities, it

employs. But it is highly needful in

the interests of society at large, that

what purports to be conclusions of

men trained for, and dedicated to, the

quest for truth, shall in fact be the

conclusions of such men, and not

echoes of the opinions of the lay

public, or of the individuals who en-

dow or manage universities."

Function of the Academic
Institution

On the function of the academic
institution, the report sets forth the

following:

"The importance of academic free-

either as to the form or the content of its teach-

ings or as to its administrative policies, would
be a dangerous person. Unless the public can
have full faith in the intellectual and moral in-

tegrity of its universities and complete confidence

that they direct and are responsible for their

own policies, there can be no proper and helpful

relationship between the universities and the

public. A university may accept a gift to ex-

tend and improve its teaching of history, but it

may not accept a gift to put a fixed and definite

dom is most clearly j>erceived in the

light of the purposes for which uni-

versities exist. These are three in

number:
A. To promote inquiry and advance

the sum of human knowledge.

B. To provide general instruction

to the students.

C. To develop experts for various

branches of the public service.

"Let us consider each of these. In

the earlier stages of a nation's in-

tellectual development, the chief con-

cern of educational institutions is to

train the growing generation and to

diffuse the already accepted knowledge.

It is only slowly that there comes to

be provided in the highest institutions

of learning the opportunity for the

gradual wresting from nature of her

intimate secrets. The modem uni-

versity is becoming more and more the

home of scientific research. There
are three fields of human inquiry in

which the race is only at the beginning:

natural science, social science and
philosophy and religion, dealing with

the relations of man to outer nature,

to his fellow men, and to the ultimate

realities and values. In natural science,

all that we have learned but serves to

make us realize more deeply how much
more remains to be discovered. In

social science, in its largest sense,

which is concerned with the relations

of men in society and with the condi-

interpretation good for all time, upon the facts

of history. A university may accept a gift to

increase the salaries of its professors, but it may
not accept a gift for such purpose on condition

that the salaries of professors shall never exceed

a stated maximum, or that some professors shall

be restricted as others are not in their personal,

literary or scientific activities. No university

is so poor that it can afford to accept a gift

which restricts its independence, and no uni-

versity is so rich that it would not be impov-

erished by an addition to its resources which tied

the hands of its governing boards." (Annual

Report, 1919, pp. 7, 8.)



Principles of Academic Freedom and Tenure 131
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tions of social order and well being,

we have learned only an adumbration

of the laws which govern these vastly

complex phenomena. Finally, in the

spiritual life, and in the interpretation

of the general meaning and ends of

human existence and its relation to the

universe, we are still far from a com-
prehension of the final truths, and
from a universal agreement among all

sincere and earnest men. In all these

domains of knowledge, the first con-

dition of progress is complete and
unlimited freedom to pursue inquiry

and publish its results. Such freedom

is the breath in the nostrils of all

scientific activity.

"The second function—which for

a long time was the only function

—

of the American college or university

is to provide instruction for students.

It is scarcely open to question, that

freedom of utterance is as important

to the teacher as it is to the investiga-

tor. No man can be a successful

teacher unless he enjoys the respect of

his students, and their confidence in

his intellectual integrity. It is clear,

however, that this confidence will be

impaired if there is suspicion on the

part of the students that the teacher

is not expressing himself fully or

frankly, or that the college and uni-

versity teachers in general are a re-

pressed and intimidated class who dare

not speakwiththat candor and courage,

which youth always demands of those

whom it is to esteem. The average

student is a discerning observer, who
soon takes the measure of his instruc-

tor. It is not only the character of

the instruction, but also the character

of the instructor that counts; and if

the student has reason to believe that

the instructor is not true to himself,

the virtue of the instruction as an
educative force is incalculably di-

minished. There must be in the mind
of the teacher no mental reservation.

He must give the student the best of

what he has and what he is.

"The third function of the modern
university is to develop experts for

the use of the community. For if

there is one thing that distinguishes

the more recent development of de-

mocracy, it is the recognition by
legislators of the inherent complexities

of economic, social, and political life

and the difficulty of solving problems

of technical adjustment without tech-

nical knowledge. The recognition of

this fact has led to a continually

greater demand for the aid of experts

in these subjects, to advise both legis-

lators and administrators. The train-

ing of such experts has, accordingly,

in recent years, become an important

part of the work of the universities;

and in almost every one of our higher

institutions of learning the professors

of the economic, social and political

sciences have been drafted to an in-

creasing extent into more or less

unofiicial participation in the public

service. It is obvious that here again

the scholar must be absolutely free not

only to pursue his investigations, but

to declare the results of his researches,

no matter where they may lead him
or to what extent they may come into

conflict with accepted opinion. To be

of use to the legislator or administrator,

he must enjoy their complete confi-

dence in the disinterestedness of his

conclusions.

"It is clear, then, that the university

cannot perform its threefold function

without accepting and enforcing to the

fullest extent the principle of academic

freedom. The responsibility of the uni-

versity as a whole is to the community
at large, and any restriction upon the

freedom of the instructor is bound to

react injuriously upon the efficiency

and morale of the institution, and
therefore ultimately upon the interest

of the community."
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Correlative Obligations or
THE Scholar

The report recognizes that rights

impose duties and that academic

freedom for the teacher entails correla-

tive obligations. On this subject the

report declares as follows:

"The claim to freedom of teaching

is made in the interest of the integrity

and of the progress of scientific in-

quiry; it is, therefore, only those who
carry on their work in the temper
of the scientific inquirer who may justly

assert this claim. The liberty of the

scholar within the university to set

forth his conclusions, be they what
they may, is conditioned by their

being conclusions gained by a scholar's

method and held in a scholar's spirit;

that is to say, they must be the fruits

of competent and patient and sincere

inquiry, and they should be set forth

with dignity, courtesy, and temperate-

ness of language. The university

teacher, in giving instruction upon
controversial matters, while he is under

no obligation to hide his own opinion

under a mountain of equivocal verbi-

age, should, if he is fit for his position,

be a person of a fair and judicial mind;

he shoiJd, in deaHng with such subjects,

set forth justly, without suppression

or inuendo, the divergent opinions of

other investigators; he should cause his

students to become familiar with the

best published expressions of the great

historic types of doctrine upon the

questions at issue; and he should above
all, remember that his business is not

to provide his students with ready-

made conclusions, but to train them
to think for themselves, and to provide

them access to those materials which

they need if they are to think in-

telligently."

The report holds that the power to

determine departures from the scien-

tific spirit and method should be

vested in the academic profession.

"Intervention by any other bodies

can never be exempt from the suspicion

that it is dictated by other motives

than zeal for the integrity of the

science." However disagreeable the

task, the Committee held that the

obhgation to rid the profession "of

the incompetent and the unworthy
and to prevent the freedom which it

claims in the name of science from
being used as a shelter for inefficiency,

for superficiality or for uncritical and
intemperate partisanship" must be

assumed by the profession. A special

obligation rests upon the teacher of

immature students. In such cases

scientific truth should be presented

with discretion and with considera-

tion for the students' preconceptions

and traditions, and with due regard

to character-building. The teacher

should not take unfair advantages of

the students' immaturity to indoc-

trinate him with the teacher's own
opinions before the student has had an

opportimity to examine other opinions

or develop suflBcient judgment to

formulate independent opinions of his

own. The teacher should strive to

stimulate an intellectual interest and
develop the habit of patient and
methodical consideration of both sides

of every controverted question. On
the question of "class-room utter-

ances," the Committee holds that

these should be regarded as "privileged

communications," since they are

often designed to provoke opposition

or arouse debate. Such utterances

should not be made the basis of

passing judgment on the positions

held by the teacher.

EXTKA-MURAL UTTERANCES

In respect to extra-mural utterances,

the report holds that academic teachers

are under "peculiar obligations to

avoidhasty or unverifiedor exaggerated
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statements and to refrain from in-

temperate or sensational modes of

expression." But, subject to these

restraints, it is not, in the opinion of

the Committee, desirable that scholars

should be debarred from giving ex-

pression to their judgment upon con-

troversial questions, or that their

freedom of speech, outside the uni-

versity, should be limited to questions

falling within their own specialty.^

The Committee quotes with favor, a

statement from a non-academic body
that, "it is neither possible nor de-

sirable to deprive a college professor

of the political rights vouchsafed to

every citizen,

"

In concluding its report, the Com-
mittee said:

"It is, it will be seen, in no sense the

contention of this Committee that

academic freedom implies that indi-

vidual teachers should be exempt from
all restraints as to the matter or

manner of their utterances, either

within or without the university.

Such restraints as are necessary should

in the main, your Committee holds,

be self-imposed, or enforced by the

public opinion of the profession. But
there may, undoubtedly, arise oc-

casional cases in which the aberrations

of individuals may require to be
checked by definite disciplinary action.

What this report chiefly maintains is

that such action cannot with safety

be taken by bodies not composed of

' President Lowell has this to say on this point:

"In spite, however, of the risk of injury to the

institution, the objections to restraint upon
what professors may say as citizens seems to me
far greater than the harm done by leaving them
free. In the first place, to impose upon the

teacher in a university restrictions to which the

members of other professions, lawyers, physi-

cians, engineers, and so forth, are not subjected,

would produce a sense of irritation and humilia-

tion. In accepting a chair under such condi-

I
. tions a man would surrender a part of his liberty;

Ik what he might say would be submitted to the

i

members of the academic profession.

Lay governing boards are competent
to judge concerning charges of habitual

neglect of assigned duties on the part

of individual teachers, and concerning

charges of grave moral delinquency.

But in matters of opinion, and of the

utterance of opinion, such boards can-

not intervene without destroying, to

the extent of their intervention, the

essential nature of a university

—

without converting it from a place

dedicated to openness of mind, in

which the conclusions expressed are

the tested conclusions of trained schol-

ars, into a place barred against the

access of new light, and precommitted
to the opinions or prejudices of men
who have not been set apart or ex-

pressly trained for the scholar's duties.

"It is, in short, not the absolute

freedom of utterance of the individual

scholar, but the absolute freedom of

thought, of inquiry, of discussion

and of teaching, of the academic
profession, that is asserted by this

declaration of principles. It is con-

ceivable that our profession may
prove unworthy of its high calling,

and unfit to exercise the responsibilities

that belong to it. But it will scarcely

be said as yet to have given evidence

of such unfitness. And the existence

of this Association, as it seems to

your committee, must be construed

cease to be a free citizen. . . . It is not a

question of academic freedom, but of personal

liberty from restraint, yet it touches the dignity

of the academic career. . . . There is

another (objection), not less weighty from
that (standpoint) of the institution itself.

If a university or college censors what its pro-

fessors may say, if it restrains them from uttering

something that it does not approve, it thereby

assumes responsibility for that which it permits

them to say. This is logical and inevitable, but

it is a responsibility which an institution of

learning would be very unwise in assuming."

(Quoted in February-March 1918 Bulletin of

American Association of University Professors,

j>j>. 12-15.)
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as a pledge, not only that the profes-

sion will earnestly guard those liberties

without which it can not rightly

render its distinctive and indispensable

service to society, but also that it will

with equal earnestness seek to main-

tain such standards of professional

character, and of scientific integrity

and competency, as shall make it a fit

instrument for that service."

Enforcement of Principles of
Tenure

Four measures were proposed by
the Committee as necessary steps in

putting the principles of its report into

operation

:

1. Action by Faculty Committees on

Reappointments. It was held that

official action relating to reappoint-

ments and refusals of reappointments

should be taken only with the advice

and consent of some board or com-
mittee representative of the faculty.

2. Definition of Tenure of Office.

In every institution there should be

an unequivocal understanding as to

the term of each appointment; and
the tenure of professorships, and
associate professorships, and of all

positions above the grade of instructor,

after ten years of service should be

permanent. In state universities, in-

capable of making binding contracts

for more than a limited period, the

governing boards should announce

their policy with respect to the pre-

sumption of reappointment in the

several classes of positions and such

announcements shoidd be regarded

as morally binding. No university

teacher of any rank should, except in

cases of grave moral delinquency,

receive notice of dismissal or refusal

of reapp>ointment, later than three

months before the close of anyacademic
year, and in the case of teachers

above the grade of instructor, one
year's notice shoidd be given.

3. Formulation of Grounds for Dis-

missal. In every institution the

grounds which will be regarded as

justifying the dismissal of members
of the facidty should be formulated

with reasonable definiteness; and in

case of institutions which impose upon
their faculties doctrinal standards of a
sectarian or partisan character, these

standards shoidd be clearly defined

and the body or individual having

authority to interpret them in case of

controversy, should be designated.

4. Judicial Hearings Before Dis-

missal. Every university or college

teacher should be entitled, before

dismissal' or demotion, to have the

charges against him stated in writing

in specific terms and to have a fair

trial on those charges before a special

or permanent committee chosen by
the faculty senate or council, or by
the faculty at large. At such trial

the teacher accused should have full

opportunity to present evidence, and,

if the charge is one of professional

incompetency, a formal report upon his

work should first be made in writing by
the teachers of his own department and
cognate departments in the university,

and, if the teacher concerned so desires,

by a committee of his fellow specialists

from other institutions, appointed by
some competent authority.

In all of the cases that have been

investigated by the Association the

specific facts found have been con-

sidered in the light of the principles

set forth in this report. The practical

proposals have likewise become the

method approved by the Association

for dealing with dismissal cases. The
Association has striven to give these

principles as wide publicity as possible

through the discussions that have
centered around the specific cases

investigated.

'This does not refer to refusals to reappoint

at the expiration of definite terms of office.
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The Faculty in University
Government

The problem of putting these prin-

ciples into effect is closely associated

with the position taken by the Associa-

tion upon the second question men-
tioned above, namely, the place and
function of the faculty in university

government . The report ofCommittee
T, submitted at the annual meeting

in 1920, may be said to set up a stand-

ard to be attained on this subject.

On this problem there is by no means
the same unanimity of opinion nor

has the Association put itself on record

in favor of a particular position, as has

been done on the question of academic
freedom and tenure. Committee T
was appointed in 1917 and its report*

contains not only the recommendations
of the Committee but also the present

practice in the leading institutions of

the country. For the purposes of this

article the specific recommendations
of the Committee are of importance.

I. Boards of Trustees and Faculties.

The Committee held that the faculty

should be represented in some manner
at regular or stated meetings of the

board of trustees for the purpose of

discussing general educational policies.

The majority of the Committee favored

a conference committee for this pur-

pose rather than faculty members
regularly elected to membership on
the board of trustees.

II, The President and the Faculty.

The President should be the educa-

tional leader and its chief adminis-

trative officer both with regard to the

functions of the trustees and those of

the faculty. Since the Committee
held that the president should be more
of an educational leader than an ad-

ministrative expert, it was of the
opinion that he should be chosen "for

broad scholarship, insight into educa-

* Bulletin, March, 1920.

tional needs and problems and power
of leadership, no less than for admin-
istrative skill." In the selection of

the president, the Committee held

that he should be nominated by a

joint committee composed of trustees

and faculty.

III. Deans and the Faculty. The
Committee recognized the wide di-

versity of practice in the functions

performed by deans. In the smaller

institutions, he is chiefly a disciplinary

officer; in institutions divided into

schools for administrative purposes,

he becomes the administrative head
of the school or college. Recognizing

the wide diversity of practice, the

Committee laiddown certain considera-

tions on the functions of, and manner
of choosing, deans as a basis for

discussion rather than a proposal for

acceptance. The significance of these

propositions is the light they throw on
the developing opinion among faculty

members in regard to the form of

organization of colleges and universi-

ties.

The propositions laid down by the

Committee are as follows: The dean
should be the chief administrative

officer of the faculty of which he is a

member. He should formulate and
present to the faculty policies for its

consideration. This duty does not
imply any abridgment of the right

of any member of the faculty to present

any matter to the faculty. He should

be responsible for the enforcement of

admission requirements, for oversight

of the work of students and be the

ordinary medium of commimication
for all official business with the ad-

ministrative and governing bodies.

This latter proposition is not intended

to abridge the right of the faculty in

choosing representatives for special

conferences with the trustees.

On the question of selection of deans

the Committee proposed that a dean
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should \^e chosen by concurring action,

in some form, of the faculty over

which he shall preside, the president

and the trustees. At the annual meet-

ing in December the Association

approved the proposition that a faculty

should participate in some form in

the selection of its administrative

oflBcers, including the president of the

institution.

The relative merits of definite and
indefinite tenure of the dean is con-

sidered in the report, but the Com-
mittee concludes that tliis question

can be wisely decided only after a

joint determination by the president,

trastees and faculties what the duties

and functions of a dean are.

IV. The Faculty and Budget Making.

Here also wise procedure will differ in

institutions of different size and kind.

The procedure in a state imiversity

must differ somewhat from that in a

privately endowed institution. But
as a fundamental principle the Com-
mittee without exception was of the

opinion that in all cases the faculty

should have a recognized voice in the

preparation of the annual budget. In

larger colleges or universities this end
can be best achieved through a budget

committee elected by the faculty.

The Committee held that some such

plan "would tend to allay the dis-

content which so frequently arises

from inequities in the distribution of

the salary budget,

"

V. The Faculty. The faculty should

be the legislative body for all matters

concerning the educational policy of

the university. In institutions con-

sisting of more than one school there

should be either a general faculty or

an elected body representing all the

faculties, for the determination of the

educational policy of the university

as a whole. Each faculty should

determine its own voting membership,

its rules of procedure, elect all standing

committees and determine their func-

tions, and should participate, through
appropriate committees, in the selec-

tion of full professors and executive

officers of departments.

Among the standing committees

of the general faculty should be a

judicial committee of a small number
of members, one or more to be elected

annually by the faculty. In the event

of the proposed dismissal of a member
of the instructing staff, on indefinite

tenure, the member in question should

have the right to full investigation by
the judicial committee of the grounds

alleged for the proposed action. Fail-

ure to sustain the charges before the

committee should stop dismissal. The
judicial conmiittee should report its

findings to the president and the board

of trustees.

An investigation was made by
Committee A and a report submitted

to the annual meeting in Pittsburgh

on the extent to which the principles

of the Association have been adopted

by the various institutions of the

country. The information was col-

lected by means of a questionnaire

sent to the president or secretary of the

local branch of the Association in

those institutions which had organized

a local group. Replies were received

from fifty-four of the fifty-nine branches

to which the inquiry was sent. The
results of the investigation are of

interest and may be summarized as

follows:

Reports on Adoption of Principles

In fourteen of the fifty-four in-

stitutions reporting, the general faculty

exercises, either as a matter of definite

rules or as a common administrative

practice, somie authority over the

selection and promotion of the in-

structional staff or the development of

the budget, thus exercising an influence
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over the broader educational policies

that depend upon the distribution of

available funds. In this list appear
some of the largest and best known
universities and colleges of the country.

But of more direct significance for

the present purpose is the presence of

faculty influence in dismissal cases.

In thirteen of the fifty-four institutions,

definite machinery has been set up
for dealing with dismissal cases. In
some instances the plans have been
developed since the organization of

the Association and, in one institution,

as the direct result of an investigation

conducted by the Association. Here
again, we find some of the well-known
colleges and universities. But in ad-

dition to the institutions that have set

up a definite procedure for deahng
with dismissal cases, it was found that

this subject had received attention in

twenty-one of the other institutions

reporting. In other words, only

twenty of the fifty-four institutions

reporting admitted that the question of

academic freedom and tenure had
received no recent consideration by
the faculty.

The report reaches the following

conclusions

:

(1) "There has developed a con-

siderable faculty influence in the

control of appointments and dismissals

in the institutions studied. Among
these are both large and small institu-

tions; both state and endowed institu-

tions. It would seem from the replies

that there has been less attention in

state than in endowed institutions.

Certainly the most completely organ-

ized plans for exercising faculty in-

fluence in protecting professional

standards of academic freedom and
tenure appear in the endowed institu-

tions. The problem is more diflScult

to deal with in a state university on
account of the legal relations, and this

may explain the difference foimd.

(2) " The declarations of this Associa-

tion are gradually becoming recognized

as reasonable standards to be attained.

An examination of the statutory

provisions that have been adopted in

recent years will clearly reveal in-

ternal evidence of familiarity with the

principles of this Association. . . .

It would seem, then, that gradually

and with no blare of trumpets, the

Association has been a potent influence

in formulating an opinion in respect to

the proper professional standing of

the instructional staff of our colleges

and universities; in determining what
protection is necessary to promote
research and the promulgation of

truth; what procedure in terminating

contractual relations is in keeping with

the vital interest of the teacher or

research student, and the dignity of

the institution."

The evidence shows that the Associa-

tion is performing an important func-

tion in developing a wise public

opinion on questions of academic
freedom and tenure and in formulating

principles and practices in keeping

with the dignity of the academic
profession.^ While these two subjects

mentioned in this article have occupied

the major part of the energies of the

Association to date, they do not ex-

haust the interests of the membership.

These were the immediate questions

to receive attention but the influence of

the Association has been and will no
doubt be, extended to other questions

of vital concern to the profession as

these may arise and become urgent.

" At the recent annual meeting of the Associa-

tion of American Colleges, it was voted to

"suggest to the American Council of Education

either the appointment of a joint commission

on academic freedom and academic tenure from

its constituent bodies, or the securing of an
appointment of such a commission by each of

such bodies, with a view of having concerted

action and a statement of principles at the

earliest possible time."
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The Ethics of Librarianship

A Proposal for a Revised Code

By Charles Knowles Bolton
Secretary and Librarian of the Library of the Boston Athenaeum, Boston, Massachusetts

THE librarian's profession is some-

times thought to be of recent

origin whereas it is as old as learning

itself. At the dawn of civilization we
find the priesthood with temples and
tablets; while the keeper of records

stood from the first as the organizer

and custodian of inscribed knowledge.

The annals of Mesopotamia, Egypt,

Greece and Rome, of monasteries in

the deserts of northern Africa or on
the Mount of Sinai, all picture the

scribe as the preserver of divinations,

prayers, proclamations and epics in-

scribedon clay,papyrusand parchment.

The librarian has ever been a scholar,

and usually he has been allied with

the ceremonials of religion. Ethics,

therefore, have been inherent in his

profession even when not expressed in

a code. The American colonies and
then the states, although absurdly

modern as compared with the Old
World, have outstripped the continent

of Europ)e in developing tax-supported

libraries for the benefit of the rank and
file of the people. Organization and
ideals of service have gone hand in

hand. In September, 1853, a conven-

tion of fifty-three delegates from libra-

ries assembled in New York, inspired

to confer together by the awakening
conscience in England three or four

years earlier.

The first conference which led to

permanent results was held at Phila-

delphia in 1876, when the American
Library Association was formed, and
the Library Journal was established as

its advocate. This organization was
followed by state commissions, and
local associations, and of late by socie-

ties of librarians allied with special

trades and industries. New library

periodicals followed, and a keen study

of library methods and standards very

naturally resulted. We are now at a

point where the leaders of library

progress who came together at Philadel-

phia are passing away, leaving the

work to younger men and women.
They were figures that loom larger as

we draw away from their era. Their

high ideals for the profession were

recorded in addresses and in discus-

sions from time to time during the last

fifty years.

Two decades ago the first signs of a

code began to win notice. Miss Mary
Wright Plummer, a librarian whose
character made a lasting impress on
the profession, gave an address on the

"Pros and Cons of Librarianship"

before the Illinois Library Associa-

tion, April 14, 1903, which was printed

in Public Libraries for May of the

same year. From this address Miss

Plummer printed extracts in a leaflet

of four pages, entitled "The Fourth

Essential." This pioneer effort speaks

clearly of a code and therefore seems

worthy of record here in full. It is

printed from her own revised copy:

Doctors, lawyers and ministers, college

professors, oflScers of the army and navy,

have a certain code which presupposes that

they are gentlemen and wish to remain

such. A breach of this etiquette strikes

at the foundations of their order. Librari-

ans and educators in general have their

code still to make. The fact that these

codes are for the most part unwritten,

makes them no less binding; they are like

debts of honor, which, although imre-
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corded, must be paid first of all debts. If

we were making a code for librarianship,

what would it have to be to help that call-

ing to rank among the professions? Surely

the following would be some of its require-

ments:

We must have dignity, and if we have to

advertise, we must be careful how we do it.

We must have humility. All boasting

of ourselves or of our work is out of place.

We must realize our individual limita-

tions and be willing to learn before we try

to teach.

We must consider our work one of human-
ity, and must be ready, like doctors, to

attend to pressing cases, in season and out

of season. Too rigid holding to one's

hours savors of the trades-union.

We must have esprit de corps, and
librarianship must be, even more than now,

a sort of free-masonry.

We must believe in our work, quietly,

not ostentatiously.

We must suppress our natural tendencies,

where they conflict with the best interests

of the profession, and, if necessary, be
willing to give up the work for the good of

.the work.

It comes to my ears that I am said to be

too loud, too boisterous, too flippant and
familiar to be in charge of a library, or

even on its staff. The thing to do is not to

get angry, but to keep a sharp lookout that

this criticism shall no longer have the

least foundation.

I hear that my methods are antiquated,

that I prefer ruts and my own comfort to

the service of the public. It is plainly my
duty not to resent this without self-ex-

amination, and if I find it true, either to

infuse more energy and self-denial into my
character or to yield my place to some one
who can fill it worthily.

We should say to ourselves, Am I,

personally, a credit to librarianship, and if

not, what is wrong with me? Am I help-

ing to make librarianship a profession, or

am I hindering?

Within a year or two several other

addresses, touching more or less ex-

actly on ethics, appeared. Miss
Genevieve M. Walton's paper, in-

spired perhaps by an earlier effort by

Miss Linda M. Duval, was typical of

the best of these. In 1908 and 1909 a

group of librarians was accustomed to

dine at frequent intervals in Boston.

From this group a tentative code of

library ethics was drawn up by the

present writer and after discussion

point by point it reached the form in

seventeen sections printed in Public

Libraries under the title, "The Libra-

rian's Canons of Ethics." The same
code, after being submitted to discus-

sion for three years, was revised,

enlarged and reprinted in 1912 with

twenty-five sections. These canons of

ethics were in turn discussed by the

Council of the American Library

Association at Chicago in December,
1913, and 1914. The Council's de-

liberations, as well as the more recent

criticisms and suggestions by morethan
twenty-five of the leading librarians

of the United States, have influenced

and molded this code of thirty sections

which the author herewith presents.

Dr. J. I. Wyer, director of the Albany
Library School, a library expert of long

and varied experience, has, with the

aid of his staff, contributed materially

to this thorough revision of the sub-

ject. Especial phases the author has

discussed with Herbert Putnam, libra-

rian of Congress, and H. H. B. Meyer,
Arthur E. Bostwick of St, Louis, Aza-

riah S. Root of Oberlin, Bernard C.

Steiner of Baltimore, June R. Donnelly

of Boston, Hiller C, Wellman of

Springfield, George F. Bowerman of

Washington, Josephine A. Rathbone
of Brooklyn, Clement W. Andrews of

Chicago, Frank K. Walter of Minne-
apolis, Mrs. Julia G. Babcock of

California, Phineas L. Windsor of

Urbana and with his own staff.

We assume that these canons of

ethics stand in the position of counselor

to the younger men and women of the

profession, combining worldly wisdom
with unworldly ideals. They strive
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to describe the type of librarian whom
Sam Walter Foss, poet, librarian, and
man of the world, so eloquently showed
forth both in his career and in his

writings. It was Mr. Foss who said:'

Tlie first great cardinal virtues of a

librarian should be toleration and enthusi-

asm. ITiese are qualities that are not

easily combined, for a man who is tolerant

is usually not enthusiastic, and a man who
is enthusiastic is seldom tolerant. A man
who combines these two qualities must be

lymphatic and nervous at the same time—a
kind of hot cake of ice. But we put lemons

into lemonade to make it sour and put

sugar into the same lemonade to make it

sweet. So we put toleration into a librarian

to make him judicial, and we put enthusi-

asm into him to make him human. . . .

If the man is tolerant at the inner core he

has the first prime requisite of librarianship.

He is ready to stand in his library, as at the

threshold of a wayside inn, and welcome all

his guests with an equal smile. . . .

Be a public and not a private man. Get
out and feel the dynamic thrill that comes

from contact with live men. The club,

the exchange, the street, the philanthropic

and economic organizations that are feeling

out for the betterment of mankind are the

places where the librarian should be found

frequently. He should be the best known
man or woman in the city. A dollar bill

that never circulates is not worth as much
as a coppercent thatkeeps moving. Nearly

every librarian ought to double the circula-

tion of his books and treble the circulation

of himself. . . .

He is the custodian of the intellectual

treasures of his town; he is the adviser of

its scholars, the teacher of its teachers and
the keeper of the keys of the vaults of

knowledge. The intellectual leadership

has passed away, to some extent, from the

clergy. The other learned professions

—

doctors, lawj'ers and teachers—are so

circumscribed by their sp>ecialti^ that they

cannot, unless they are very great, become
the tolerant and catholic intellectual

latitudinarians that we look for in the

truly unbiased, educated man. This is the

* Public Libraries, March, 1909, page 77.

librarian's modem opportunity. Let him
be the intellectual file-leader of his com-
munity. Let him grow big enough to fill

the great place it is his duty to assume.

Coming now to the canons, we treat

first of the librarian's relation to his

trustees. Next in order comes his

relation to his staff, and their duty to

him. And then follows his relation to

other librarians. Beyond this lies the

all-important relation of a librarian to

the public.

Taking up first the librarian's rela-

tion to his trustees, we have:

I. Responsibility

In the organization of a library by the

trustees, much of their authority is usually

delegated to the librarian. He should not

chafe if the trustees as a body feel called

upon from time to time to exercise the

authority vested in them as guardians of

the public interest.

In a large library a tactful and effi-

cient librarian will accumulate power
by that factor in human nature which

delegates responsibility as rapidly as an

executive officer proves his fitness to

exercise authority. This is a menace
to the librarian's character unless he

returns again and again to the trustees

as the source of his authority. He
must show readiness to assume respon-

sibility without becoming a law unto

himself.

II. Authority

Under proper conditions the librarian to

whom the entire board delegates authority

should be able to exercise more power than

any single trustee; and since the policy of

looking to the librarian for results requires

that a considerable measure of authority be

delegated to him, habitual distrust of his

judgment or disregard of his recommenda-

tions may well lead him to seek opportunity

for usefulness elsewhere.

In a small library where the trustees

comprise the few men and women of

literary influence in the town the
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librarian receives a meagre salary,

works for short periods, and is often of

necessity a clerk or desk attendant in

fact although librarian in name. The
delegation of administrative authority

to a single trustee is here practical. In

the case of a large library this would be

destructive of all librarianship. The
trustees do a greater service by re-

placing an incompetent librarian by a

new one than by assuming themselves

the burden of his work.

III. Alliances

A librarian should not ally himself with

one trustee to the exclusion of other mem-
bers of the board from his confidence.

If a librarian is to confide in one

trustee more than in another this

should be the chairman of his board or

of a committee, a difficult and em-
barrassing course where the chairman

appears to be indifferent and another

trustee earnest and peculiarly congen-

ial. But to avoid the pitfall of social,

racial or religious cliques he is better

off in moderate isolation than as the

intimate of a faction. Although the

librarian thinks that he knows the

type of trustee best suited to the need

of his town he is on dangerous ground

if he attempts to influence the selection

of a trustee.

IV. Loyalty

When a librarian cannot, in his dealings

with the public, be entirely loyal to a policy

which is clearly upheld by his trustees, he

should indicate to the public, as far as

possible, the reasons for this policy without

expressing his own opinion; he should also

explain his position to the board, and in an

extreme case offer to resign.

Stress should be placed on the words

extreme case, for it is the business of a

librarian to get on rather than to get

out. Some librarians under impossible

conditions believe that an executive

should await removal instead of re-

signing. On the whole a librarian.

like a clergyman, serves his profession

best when he keeps away from un-
pleasant publicity. The obvious rem-
edy for this problem is for the trustees

to keep their policy broad and free

from detail.

V. Sincerity

To delay bringing a plan before the

trustees until it is certain to obtain ade-

quate presentation and a fair hearing may
be considered only common wisdom; but to

abstain from urging a project until a known
opponent happens to be absent is unpro-

fessional as well as insincere.

This is the old question: Does the

end (here the public good) justify the

means? Adroitness can be cultivated

to a point where it impinges upon in-

trigue and in that form has more than
once proved a fatal accomplishment.

VI. Rejected Measures

A wise librarian, when a measure has

been deliberately rejected by his trustees,

will not bring it forward again until new
conditions prevail.

To see a cherished measure fail from
indifference on the part of trustees or

perhaps through a chance word of

ridicule is hard to bear. But time is

long and a librarian has need of seren-

ity.

Turning now to the second of our

subjects, the librarian's attitude toward

those with whom he labors from day to

day, we have a relationship which has

been broadened and enriched by a

more human understanding. This new
spirit which moves on the face of the

waters is the essence of the age in

which we live.

VII. Duty to the Staff

A librarian is bound, as opportunity

offers, to allow an assistant to prove her

ability to do work of a higher character

than that usually assigned to her, and to

advance those that are capable to more
responsible positions in his own library or
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elsewhere. He must also sp>end the money
of his institution with due prudence, and
get a full return for it in service. Although

efficiency of the staff is temporarily reduced

by frequent transfer of assistants to new
positions or to other libraries, in the end a

library whose workers are seen to obtain

rapid and solid advancement profits by its

reputation in this respect.

It might be said in reply that tax-

payers do not conceive of a town library

merely as a training school for other

municipalities. Nor is the librarian

fortunate if, after a term of years, he

has lost the brightest of his staff and
has retained for a lengthy old age the

dull out of all those whom he has

trained. Perhaps the only relief is to

make the variety of work so attractive

and the social opportunities so marked
that members of the staff are loath to

leave. The librarian should keep his

staff familiar with events connected

with the library in so far as these

contribute to their intelligent interest

in its welfare.

Vni, Permanence

Having in mind that not salary but
opportunity for service makes librarian-

ship a profession, the worker should not be
too eager to move. Permanence makes
for dignity and influence in a community.
No opportunity to serve the public can

honorably be considered merely as a step-

ping stone or place of passage.

This canon partakes of the nature

of sacrifice, but a librarian who is not

at heart a missionary has chosen the
wTong outlet for his energies. Under
ordinary circumstances a year is the

least period of service that should

satisfy the conscience of an assistant.

It scarcely seems necessary to add
that a librarian who has no real thought
of resigning employs a doubtful ex-

pedient if he tells his trustees that he
thinks of moving on unless his salary

is increased.

IX. Individual Responsibility

Each member of the staff should be

regarded by tlie librarian as an mdividual,

a colleague, capable of performing his

particular work, and encouraged to feel

his individual responsibility for this work.

^^^lere public recognition of work of out-

standing merit will advance the interests

of an assistant the librarian should be
quick to grant it.

The wise librarian will allow to the in-

telligent assistant latitude in the enforce-

ment of rules, and in their interpretation.

The degree of latitude will depend on the

rank and character of the assistant.

On the other hand, assistants too

often claim advancement for perform-

ing the minimum work required. It

is safe to say that an assistant who
habitually does more than is asked
cannot be kept in obscurity.

X. Recommendations

Breaches in morality and honesty are

fundamental, and should be mentioned
discreetly if a "recommendation" is given.

Peculiarities in personality may be handi-

caps in one library but assets in a library of

a different tj-pe. A wise librarian may
mention but should not stress these, and
the librarian to whom recommendations are

sent will weigh so-called "defects" in the

light of his own conditions and environ-

ment.

To recommend an unsatisfactory assist-

ant, merely to get rid of that assistant, is

unworthy of any administrator.

Recommendations are an important

function of a librarian's routine, and
upon them careers depend for success

or failure. Charity and conscience

must between them determine the

degree of fidelity which the portrait is

to assume.

XI. The Staff's Duty to the Libraman

A librarian has a right to entire loyalty

from his staff, although he may be called

upon at times to face frank conmient from
them. Such criticism should never go

beyond the library doors, nor should the

staff carry complaints over the librarian's
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head to the trustees, except in extreme

cases.

Conversely, the librarian's criticism

of a member of the staff should be as

private as the welfare of the library

will permit. For just treatment the

staff look to the librarian, and the

trustee who comes between the libra-

rian and a member of his staff lessens

executive authority and in the end

breaks up the morale of the entire

staff.

Xn. The Staff's Duty to the Library

An assistant should not allow personal

antagonisms within the library to injure

eflBciency, nor should the staff tolerate a

cabal of congenial spirits that tends to

break up the membership into groups

ready at hand for rivalries and jealousies.

Long periods of idleness in the case

of an assistant should be called to the

attention of the superior officer. Lei-

sure has its dangers, and should be

used for self-improvement as the best

return for compensation received.

XIII. The Work and the Worker
The assistant should realize that the

work is more important than the worker;

that the assignment of an uncongenial

task is not due to a personal grudge nor a

slight to the assistant, but a necessity

enforced by the work that must be done by
someone.

In the assignment of work and
arrangement of schedule of hours,

marked leniency toward members of

long service, thereby shifting burdens

to younger assistants, creates an un-

satisfactory atmosphere. Long service

should rarely be urged as a reason for

favored treatment, nor should a low

salary be advanced as an excuse for

poor work.

XIV. Personal Obligation

Each assistant should realize his own
personal obligation as a public servant to

each library patron. He should strive

always to be courteous and pleasant, re-

membering that the staff stands as the

interpreter of the library to the public and
that it may be materially helped or harmed
by his individual conduct.

An assistant sometimes fails to

realize that some of the more desirable

constituents who use the library are

shy. To the mind of such a user of

books the friendly assistant personifies

the library. Habitual ridicule in pri-

vate of mistakes or ignorance on the

part of the public will affect, eyentually,

the conduct of the assistant.

XV. Health

Health is an assumed qualification in a

librarian's equipment, and continued ill

health does not ordinarily entitle an em-
ploye to favored treatment by a public

institution.

Conversely, the library should conserve

the health of the staff by furnishing the

best possible equipment as regards light,

air, sanitation, and rest.

Unfortunately the ill health of one

assistant throws routine burdens on

other members of the staff. It is a

duty therefore to keep fit out of con-

sideration for others. Miss Rathbone

says: "Far more than ever before do

men today realize that health is a

matter of individual achievement, the

result of intelligent effort." In large

libraries a medical adviser is connected

with the staff and obviously has a

quasi-jurisdiction over their habits of

life outside of library hours. Illness

in the family is not a valid claim for

absence with pay. Each case must be

met on its merits.

XVI. Notice of Resignation

Ethically considered, the assistant

should, when seeking a change of position

or when considering a definite offer from

another library, consult the superior oflficer;

but the personality of a superior oflficer will

inevitably influence an assistant's coiu^e of

action. Having accepted a position, the

assistant should give adequate notice

before leaving.
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This subject is perhaps the most

controversial of all those which are

treated in these canons of ethics. It

has been suggested that one's dis-

satisfaction should be brought to the

attention of the librarian, in order that

conditions may be remedied. But a

mere notice that an assistant is "look-

ing about" may result in uncomfortable

personal relations lasting for several

months or even years. The librarian

should be careful not to prejudice

himself against an assistant who desires

advancement in another field of service

when the right opportunity offers.

A librarian owes much to other

librarians and to the professional

associations, which are created for

mutual benefit. We are not free lances

engaged in warfare with our fellow-

workers. In these relations we have:

XVII. Expert Advice

A librarian may not accept an appoint-

ment to act as an expert adviser to the

trustees of another library, even when
solicited, without the request, or at least

without the full knowledge, of the librarian

concerned.

The analogy is to be found in the

physician, who may not advise a pa-

tient unless the attending physician

requests it, or until the attending

physician has been dismissed. At the

same time there are the "survey" and
the "efficiency test" that are becoming
popular means of improving condi-

tions. The expert librarian will in

time take his place with the "consult-

ing expert." It is a natural function

of the leader in his profession. Never-
theless there must be reasonable con-

sideration for the humbler brother of

the same profession.

XV111. Prfvate Advice

A librarian should feel free to claim

counsel from others in the same calling,

and should be willing to give such counsel

when requested, without publicity or ex-

pense.

One of the outstanding merits of a ^
certain librarian who was still "in ^
harness" at the age of ninety-two was
his ^villingness to consult men young
enough to be his grandsons. Ques-
tionnaires, however, too often go
beyond bounds in their call upon the

librarian's time.

XIX. RiVALKY

Librarians should be slow to publish

statistics in order to show superiority of a
|

library over neighboring libraries, such

statistics often requiring qualification or

explanation. A similar comparison in

words is of questionable taste, and any
printed criticism should always bear clearly

the librarian's name.

One can turn to annual reports of

librarians which giv-^ comparative sta-

tistics with the undoubted desire to

enlighten taxpayers. At the same
time in so doing the librarian may
embarrass other librarians who happen
to be placed in a less favorable position.

XX. Engaging an Assistant

A librarian may not take the initiative in

negotiation for the services of an assistant

in another library until he has made his

intention known to the assistant's superior

oflBcer; or he may make his intention known
to both assistant and official superior

simultaneously.

Objection has been raised to consul-

tation with a librarian over his minor
assistant, but most librarians agree

that before negotiations begin with an
important member of another staff

courtesy at least calls for a personal

letter to his or her chief.

XXI. Predecessors

A librarian who makes a habit of com-
menting unfavorably on the work of his

predecessors in office invites criticism of

his good taste.

The coming of a new librarian is a

strain upon the staff, and if the mem-



The Ethics of Librarianship 145

bers are to give him their loyalty he

should not speak slightingly of one to

whom they have given their loyalty in

the past.

A librarian's obligation to the public

exists in many forms. He needs to

keep constantly before his mind that

it is the use of knowledge rather than

the storage and classification of knowl-

edge that is the vital factor in his work.

XXII. A Librabian's Province

It is the librarian's duty to be a force in

the community, and contact with people

even more than with books engenders

force. We must not confuse the duties of

librarian and assistant; the one is always

associated with people, although in a small

library he (or she) may do all the work; the

assistant may or may not be called upon to

meet the public, but generally has specific

duties to which specific hours must be given.

The great Panizzi of the British

Museum so far failed to heed the

principle involved in this canon that

he came very near to losing his posi-

tion. He wished to do the work of a

bibliographer, delegating his powers to

a subordinate while he retained the

honors of a head librarian. The sub-

ordinate by contact withfpeople soon

became his master.

Censorship of reading is a perilous

No Man's Land on the boundary of a

librarian's province. How far an ex-

ecutive should go in exposing for use

books which are in his opinion de-

structive of morals and society, and
those issued frankly as propaganda, is

a serious question. The annunciation

of a policy lies with a board of trustees,

rather than with the librarian. Mr.
H. C. Wellman in an address entitled

"An Article of Faith" discusses very

clearly the librarian's responsibility

in the field of censorship.

XXIII. Reputation

A reputation acquired by work for the

public in the profession or in kindred paths of

n

service adds to the dignity and power of the

librarian. But the value of the work must
advertise the worker, and self-advertising is

outside the pale.

A profession is like a sonnet. It

confines the effort to a prescribed

channel, but stimulates a higher stand-

ard of excellence within the self im-

posed bounds.

XXrV. Bearing in Public

A librarian as a person of influence, and
seeking the respect of all his fellow-citizens,

cannot carelessly choose his company, nor

indulge in habits and tastes that offend the

social or moral sense. These self-limita-

tions are in the nature of hostages which he

gives for the general good. He must not

limit his advisers to one circle, for he needs

a wide horizon, ready sympathies, and the

good wiU of all classes.

One may have heard a librarian say

:

"It is nobody's business what I do
outside the library." That type of

library worker has merely mistaken

his calling and should change his voca-

tion.

XXV. Use of His Name
A librarian should stand on neutral

ground and should be chary of lending his

name to a public controversy to add weight

to the contention of a local faction, or to

commercial enterprises, even those that

have an educational or philanthropic mo-
tive. Having a financial interest in any
material device, invention, or book pro-

posed for purchase in his library, the libra-

rian should inform his trustees of this

interest. It would be better not to have a
financial interest in companies whose busi-

ness is largely with libraries.

His advice will very naturally be
sought by his constituents increasingly

as his influence grows, but giving for

publication a testimonial to a book is

likely to lead to serious abuses. Stand-

ing on neutral ground, he should be all

things to all men. "He loves all

ideas—even when he despises them
and disbelieves in them—for he know^
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that the ferments and chemic reactions

of ideas keep the old world from grow-

ing mouldy and mildewed and eflfete."*

XXVI. Honorarium

An honorarium for work done in library

hours should not be accepted, and a libra-

rian should be slow to undertake com-
missions for work outside library hours

which might easily be executed in library

hours without exp>ense to the citizen.

If a librarian feels impelled to add to

his income by outside work it is wiser

to earn by an avocation than by his

vocation. Work which claims much
of the librarian's strength and does not

add directly or indirectly to his reputa-

tion or to that of the institution should

be made known to the trustees.

Beyond this there is a limitless field

for our canons of ethics to cover. We
cannot hope to mention all the ways in

which a librarian may be stimulated to

high ideals. In his personal relation to

books we may say:

XXVII. Book Selection

Purchases of books should reflect the

needs of the community rather than the

personal taste or interest of the librarian.

His selection of books should be catholic,

and his power to guide be exercised with

discretion.

A library is not a collection of books

made after a fixed pattern. Each
community has its bookish needs unlike

those of any other community under
the sun. It is this infinite variety

that gives the profession which collects

and makes books useful its attraction.

* Sam Walter Foss.

XXVIII. Specializing

The librarian should not permit special-

ized book collecting or book reading to

narrow his field of interest, nor to bias his

judgment, nor to make him a rival collector

to his library. The number of points of

contact with knowledge and with his public

determines to some extent the librarian's

usefulness.

The fringes of all knowledge bound
the administrator's province, but he,

like his assistant, may by mastery of a
single subject increase the renown and
the usefulness of liis library.

XXIX. Relation to Agents

A librarian is bound to expend the funds

intrusted to him with the best interest of

the library in view. But he should remem-
ber that in employing an expert, ability

and efficient service are worthy of proper

compensation, and to sacrifice them for

slightly better terms or to make frequent

changes may not result to the library's

permanent advantage.

He should not jeopardize his indepen-

dence by accepting special favors from
business firms.

If a librarian is in doubt about the

propriety of accepting a gift he should

at least insist that the gift be public

knowledge. Favors often come dis-

guised in a form to flatter the unsus-

pecting librarian.

And in conclusion:

XXX. Professional Spirit

The literature and the organizations of

the profession claim consideration from the

earnest and progressive librarian.

A high professional spirit calls for

sound training, clear ethical standards,

and sustained enthusiasm for the

fellowship of librarians. Non minis-^

trari 9?d ministrare.
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The Ethics of the Ministry

By S. Z. Batten, D.D.
Secretary, Department of Social Education, American Baptist Publication Society,

Philadelphia, Pennsylvania

I

IT might be possible to make a brief

article on this subject by saying

that the ministry as a body has no code

of professional ethics. This statement

would be true enough if by a profession-

al code we mean one that is formally

accepted by all who are called ministers.

There is for the ministry no formulated

code defining conditions of membership
and giving formal standards concern-

ing professional conduct. Yet this

statement, while true in form, would be

far from the truth and would convey a

wholly wrong impression. For the

ministry as a body of men dedicated to

a certain life and service, has very rigid

standards by which men are pledged

and their conduct is tested.

The various professions have their

codes and standards. Why is it that

the ministry, which is supposed to rep-

resent the highest ideals, has no such

formulated and recognized code? The
answer to this question will carry us a

part of the way toward the answer to

our larger question.

The ministry is regarded as a calling

rather than a profession. Whatever
may be the motives which induce men
to enter the various other professions,

such as medicine, law, teaching, en-

gineering, or the various vocations, as

business, banking, manufacturing or

trade, there is but one motive that is

supposed to be dominant in the minis-

try. Men in the ministry are expected

to know the will of God, to interpret

His truth to men, to be spokesmen for

God and His cause in the world. "No
man taketh this office on himself, but

he that is called of God." Practi-

,

cally all religious bodies hold this con-|

ception; they therefore expect all who ^

would enter the ministry to have a
valid call from God; they believe that

this call is higher than any considera-

tions of personal profit or pleasure.

In these times at least, in practically

every communion, a man who admitted

or gave men reason to believe that he
was actuated by selfish motives, would
be sadly discredited. Theoretically, at j^
least, he is a man set apart by a special

call for a special work. We need not

discuss the question how far the minis-

try as a body is true to this conception;

nor need we here inquire how far the

conduct of ministers in general justifies

their high office. We are accounting

for the fact that there is no formulated

code of ethics for the ministry.

Reasons fob Lack of Formal Code

It is felt that such a professional code

of ethics would cast discredit upon the

very idea of the ministry. It is ex-

pected also, by the very nature of their

calling, that its practitioners will be ^
men preeminent in all the virtues that

are esteemed among men.
Then, as every one knows, the re-

ligious bodies are divided into many
and divers denominations. Religious

convictions or opinions, whichever

word may be accepted, are probably

the strongest in human nature and take

precedence of all others. It follows,

then, that religious divisions and dif-

ferences are very strong and keep

the churches apart. In some cases a
religious body regards itself as the only

true church, and hence regards all other

bodies simply as sectarians, if not

heretics. It is therefore impossible to

bring together representatives of the

stronger religious bodies for the full
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and free discussion of any questions

either of faith, poUty or conduct. So
in the medical profession there are sev-

eral schools of nie<iicine and, as every

one knows, there is much criticism and
rivalry. But all schools recognize cer-

tain obligations toward patients and
certain methods of procedure. Thus
while each religious body has, never-

theless, its ow^n standards and codes,

all of these are high and right.

In every body with any such thing as

a recognized ministry, there is some or-

dination service. At this time there is

careful scrutiny of the candidate's life,

his call to the ministry, his fitness for

the work, his ability to adorn the call-

ing to which he is set apart. In all of

these bodies there is some supervisory

official. Bishop, Presbytery or Council,

that may be asked to pass upon the

man's life or conduct when in the min-

istry. When any charges are circulated

{gainst him he may be investigated

and called to accoimt, and, if found

guilty of conduct unbecoming a gentle-

man and a clergyman, he may be

warned, deposed and unfrocked. An
unworthy or immoral man may con-

tinue for a time; but every one familiar

with the inside history of churches

knows that in practically every case

such conduct brings the revocation of

his ordination and his expulsion from
the ministry.

As every one knows, and as must be

admitted with regret, some ministers

do wrong and a few are convicted as

criminals. But all this is also testimony

to the high standards of the ministry.

Perhaps, in proportion to numbers,

more ministers are unfrocked than

there are lawyers disbarred. But, be it

understood, ministers are unfrocked

for private conduct, which does not

enter into account against an attorney.

No man can long continue in the min-

istry . of any religious body who is

known to be immoral in sex matters.

The standards of the ministry include

the personal and private life; whereas,

professional codes deal primarily with

professional conduct. The professions

expel a member whose professional

conduct brings reproach upon the pro-

fessions. The churches discipline men
whose private lives are known to be

immoral or unworthy.

One other reason may be mentioned

why the ministry has not formulated

a code of professional ethics. The
churches that bear the Christian name
have been given some definite principles

which cover practically all of the points

of a code; and these principles are

accepted as authoritative and final.

In the New Testament, and esi>ecially

in the letters of the Apostle Paul to

Timothy and to Titus, we have some
very definite instructions concerning

the ministry. These charges deal with

the minister's life and conduct as a man,
a husband and father. They define his

qualifications in personal character, in

aptness to teach, in general deportment.

They deal explicitly with his studies,

his work as preacher and pastor; they

indicate also the motives that are to

determine his life and service. These

writings, it may be said, are accepted

as authoritative by churches and pas-

tors. In view of this, it seems almost

needless to attempt any formal and
elaborate statement of professional

ethics.

In the theological seminaries stu-

dents for the ministry receive very

careful instruction in ministerial ethics.

Unfortunately in some bodies a consid-

erable proportion of ministers do not

receive any adequate theological and

collegiate training. Yet, as I have

stated, all churches and ministers

accept the writings of the apostles as

authoritative. And so it is that all

ministers have definite instructions,

regarded as inspired, which contain all

of the essentials of a professional code.
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Thus far we have considered the

reasons why the ministry has no pro-

fessional code of ethics. In so doing we
have noted, also, that all religious bodies

are exacting in their demands so far as

the personal lives of ministers are con-

cerned. There are, however, other

facts that must be taken into account

in dealing with the ministry as a pro-

fession.

Professional codes are designed by
the members of the profession them-
selves and have several definite objects.

These objects, as I understand, are

intended to maintain the standing and
dignity of the profession, to prevent the

entrance of the unfit and ill qualified,

to provide for the expulsion of any
whose conduct brings the profession

into reproach and to regulate the con-

duct of its members in their relations

to their patrons and toward the public.

So far as the ministry is concerned, it

has no formal code covering these

points. Yet it has an unwritten code

covering these and other points; and
some aspects of this may be noted.

Safeguarding the Entrance

By the nature of the case, such profes-

sions as law, medicine, teaching and
engineering, demand some specialized

training. We grant that the ministryby
its very nature, as the interpreter of an
authoritative Bookand the instructor of

the people, requires a large amount of

special training. Yet there are many
types of service in the ministry, and
while adequate collegiate training may
be essential for some men, it is not

so essential for others. The church
must keep a door open for men who
have a special call or exceptional ability.

In some bodies the educational stand-

ards are high and exacting. In other

bodies some of the most successful and
honored men have had little if any
collegiate training.

Maintaining the Standing and Dig-
nity OF the Profession. Nob-
lesse Oblige

There are certain obligations implied

in rank, and these are among the finer

things of life. Men who have any con-

ception of the meaning of the ministry

are quite likely to conduct themselves

with decorum and dignity. The min-
istry by the nature of the case repre-

sents the highest ethical and social

ideals. This is especially the case with

referenceto children and the weak, and,

even more markedly, in its attitude

toward women. Few men are subject

to as many special and subtle tempta-

tions as ministers. Occasionally one
fails and falls. And yet ministers as a
body are most careful here to avoid

every appearance of evil and to main-
tain the same attitude toward all.

The Service Motive

In many, if not all of the professional

codes, the idea of service is placed in

the very forefront. Members are

taught to think of themselves as public

servants ; and the motive of mere profit

or advantage is discouraged. The
medical and teaching professions have
high standards here. Any discovery

that one makes must not be capitalized

for one's own profit but must be given

to the public. The teacher or physician

who patents some discovery or inven-

tion is guilty of unprofessional conduct

and is usually treated either as a quack
or a mere patent medicine vender.

No class of men do as much unpaid
service as ministers. Day and night

they are ready to respond to the call

of sorrow or need. The minister who
is suspected of looking after his own
financial advantage and forgetting to

serve the people, soon is found out and
is fatally discredited. Any person of

large experience can point to at least

one minister who because of his selfish
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or non-serving spirit ha^ been dis-

credited and has dropped out of the

ministry. Judged by the achievements

of business men,physicians and lawyers,

there are no large financial successes

in the ministry. In one of the larger

religious bodies with some eleven thou-

sand ministers, there are not five minis-

ters who receive salaries of ten thou-

sand dollars a year. The minister has

forever surrendered the hope of being

rich. Of course, likeevery man, hewants
an adequate support for his family and
some of the comforts of life. But the

hope of money reward does not deter-

mine his calling, his acceptance of a

field, the conduct of his work. More
than that, it is expected that he will

give his undivided attention to his life's

calling. The minister who is carrying

side lines for profit and seeking to

get rich, is immediately and fatally

discredited.

Protecting the Profession

The old principle, long ago enunci-

ated by the Ap)Ostle Paul, has a wide

application. If one member suffer, all

the other members suffer with him; and
if one member is honored, all the mem-
bers rejoice with him. It is right and
proper that in every profession men
should regard the "honor of the pro-

fession," should protect one another

and defend any who are unjustly at-

tacked. Every profession must be

judged by its usual practices and its

better members. No profession should

be condemned for the exceptional con-

duct of the least representative mem-
bers. Yet every one has known in-

stances where "professional ethics has

shielded the unethical conduct of men."
Professional ethics has kept the lips of

physicians closed when they should

have warned the ignorant. Ministers,

like all other self-respecting men, hold

sacred, confidential information and
personal confessions. Very seldom

indeed does one prove faithless here.

Yet ministers who are fully faithful

find that ethical standards require them
very often to counsel people and some-
times warn the innocent. They would
consider it unethical to be silent while

great WTong was being done.

Professional Honesty

In all of the professions men are

expected to deal frankly and honestly

with clients. The high-minded business

man will correctly label his goods and
will not sell for good wool, material

that he knows is poor shoddy. He will

not take advantage of his customers to

overcharge for any article. The physi-

cian is expected to deal fairly with his

patient. He will not convey a false

impression nor will he keep a man sick

to increase his bill. The conscientious

attorney will not attempt to deceive

the court or the jury. Of course every

man is presumed to be innocent till he
is proved guilty; and every man is

entitled to a fair trial. But professional

ethics forbids pettifogging and decep-

tion.

Here we touch a tender nerve in the

minister's life. The modern minister,

some one has said, is like a man walking

among eggs. He has to do with all

kinds of people, bad, weak, good, better,

best. He is the interpreter of truths

which sweep the range of life and make
the highest demands of men. He is

exjjected to show men their sins and
failings, to warn the unruly, to charge

men who are going wrong to repent

and change their ways. His very call-

ing requires him to make men know
the whole will of God and to guide

men's feet into the paths of justice

and truth.

There is a subtle temptation here

which few appreciate. It is easy for

the minister to "accept a situation"

and be silent lest he stir up trouble. It

is easy for him to prophesy "smooth
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things" in order to keep everybody

pleased. It is easy for him to denounce

unpopular sins, as wife beating, and to

pass over the popular sins of people.

It is easy to thunder on the minor sins

and get a reputation for brave out-

spokenness, and to soft pedal on the

major sins, such as economic oppression

and commercial injustice.

Ministers are men and are subject to

the limitations of men. Few are men
of great ability; fewer still are men of

keen insight. But most are men of sin-

cerity and honestly endeavor to deal

fairly with the truth. Now and then

we find a minister who sells the truth to

serve the hour. Bat I have known
thousands of ministers, many of them
fully and intimately, and it is my con-

viction that there is very little palter-

ing with the truth, very little coward-

ice, still less, "huckstering the Gospel"

to serve one's gain. If a man is un-

know^n and unpopular there may be a

temptation to win people's favor. If he

has become popular with a large follow-

ing, there is a temptation upon him to

flatter the crowd. But in the main
standards are high and ministers speak

the truth as they see it, come what will.

There is probably no place where
sincerity and inner probity are so much
needed. Jesus might have made a

bargain with the devil, and not a man
in His day would ever have known it.

The minister today might dim the

inner light and serve his own interests

without any one's suspecting it. Under
these circumstances a formal code of

professional ethics would have little

meaning or value. The true minister's

loyalty must be to an inner standard, to

an unseen master, to the applause of

his own conscience.

Professional Courtesy

"Every calling, trade or profession

has, of course, a strong tendency
toward a professional or class con-

sciousness. It naturally secretes and
crystallizes a professional or commercial

code of ethics, a system of taboo and
etiquette, which is likely to become a

substitute for the fundamental and
vital principles of morality and right-

eousness." These words of Bishop

Williams point out a danger which be-

sets all men and especially the minister.

In every calling, trade or profession

there is a tendency for men of each

school, business, or group, to flock to-

gether and view every question from
the point of view of their particular

class. Ministers are probably as free

from blame here as any class of men;
yet not all are above reproach.

In our modern world we have many
religious bodies all competing together

for the allegiance of the people. Nat-
urally enough men of each communion
believe that they have the essential

truth of the Gospel; they may not

believe that others are all wrong, but

they do believe that "we" are most
nearly right. Competition in church

matters is keen; the church that would
prosper must "be up and doing."

The time was when church compe-
tition was more intense and less kindly.

The time was when ministers of one

body had little in common with those of

other bodies. But a remarkable change

has come in this respect. In practically

eyery city there is a Union Ministers'

Conference, where ministers meet to

express their brotherly spirit and to

consider their common work. The
time has gone by when men of one

communion disfellowship and denounce

those of other communions.
In the trades and professions there

are professional codes regulating the

conduct of men. It is unprofessional in

a physician to advertise his cures or to

claim to be a cure-all. It is unpro-

fessional in a merchant to misbrand his

goods or to discredit others in the same
line of trade. In the same way it is
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unprofessional in the minister to resort

to sensational and unfair methods in

advertising his preaching or his church.

In nearly every city there is some one

minister who has a large congregation

and a popular hearing. So long as he is

fair and brotherly all others rejoice in

his popularity and prosperity. There
is far less professional jealousy than one

might suppose.

In practically all of the Protestant

bodies, church life and government is

becoming ever more democratic. Each
congregation as a rule expresses its own
preference and calls its own minister.

This gives opportunity for intrigue, for

clerical narrowTiess, for professional

jealousy to assert themselves. To illus-

trate: A church is about to call a minis-

ter and has some names before it. As a

rule the various aspirants for the place

are perfectly fair; no one seeks to dis-

credit others in order to enchance his

own chances. It sometimes happens,

however, that people of one school of

doctrine raise questions and spread

reports concerning the candidate's

soundness in the faith. I have known
a number of excellent men who have
been undermined in this way. But it is

only narrow bigots who resort to such

practices; no reputable minister would
countenance them.

One other thing: When a minister is

changing pastorates there are certain

ethical standards to be observed.

Ministers are very restless and many
are looking around for a "better" or a

"larger" field. It is not regarded as

ethical for a minister to coquet with

some other call or to seek a call to some
other church in order that he may be

asked to remain in his present field at a

larger salary. It is hardly ethical for a

clergjTnan to accept a call to some other

field till he has first conferred with offi-

cers of his present church. Of course

every real man wants to do the largest

work p>ossible; and every minister de-

sires an adequate income for his family.

But the question of salary is seldom

the first consideration. It is unethical

to be looking out primarily for a larger

salary. The minister who is believed to

be doing this is soon discounted by his

fellow ministers and is fatally dis-

credited among the churches.

Jesus of Nazareth, it has been finely

said, was the world's perfect gentle-

man. They who are called to be His

followers and ministers of His grace,

are expected to be like their Master.

Many fail; humility compels us all to

confess that we fall below our ideal.

But my experience and observation

teach me that ministers as a class main-

tain high ideals and live up to a fine

code of professional ethics.

Ethics in the Public Service

Proposals for a Public Service Code

By William C. Beyer
Assistant Director, Bureau of Municipal Research of Philadelphia

AS our already extensive public

service continues to grow and to

absorb a larger and larger proportion

of the workers of the country, we shall

become increasingly concerned, not

only with the conditions under which

public servants are employed, but also

with the ethics and ideals that govern

their conduct. A public service, the

members of which are not guided by
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considerations of public welfare, is

bound to fall short of fulfilling its mis-

sion as an instrument of social useful-

ness.

In many professional groups it has

long been the practice to formulate in

a code the rules of conduct that indi-

vidual members are expected to ob-

serve in their relations with each other,

with their clients, and with the public.

These rules do not always have the

formal sanction of the group, but may
simply be understood and accepted as

a matter of professional custom. The
clergy, for example, have certain un-

written rules that every clergyman is

expected to obey. A number of profes-

sional groups, however, notably the

physicians, the lawyers, the architects

and the engineers, have reduced these

rules to formal codes.

So far as the writer is informed,

public servants, as such, have never

developed a written code of ethics.

There are in the public service repre-

sentatives from all the professions hav-

ing codes of this character, and these

workers are quite as much subject to

their canons of professional ethics while

in government employ as they would
be in private life; but there is no writ-

ten code applying generally to all pub-

lic servants.

Most persons would probably agree

at once that a code of ethics for our

public service would be highly desir-

able. It is pertinent therefore to con-

sider briefly the conditions essential to

the development of such a code, its

possible general character and content,

and a few specific canons that might be

included in the code.

Conditions Essential to Develop-
ment OF Code

In considering the conditions essen-

tial to the development of a code of

ethics for public servants, one is struck

immediately with the way in which the

public service differs fundamentally in

make-up from those groups of workers

that already have formal rules of con-

duct. It is not composed as are the

latter of persons belonging to a single

v^ocation, but comprises within itself

practically all vocations. Its members
are not versed in a common technique

as are those of the professional organ-

izations to which codes of ethics are

still largely confined. No common
educational background is required for

the public service as it is for the prac-

tice of law or medicine, or for engaging

in architectural or engineering work.

Public servants do not even have the

common tie of being all hand workers

or all brain workers. They are, in

short, a heterogeneous aggregation,

whereas those groups that have ethical

codes are homogeneous in character.

This fundamental difference is

pointed out, not because it is believed

to interpose an insuperable barrier to

the development of a code of ethics for

the public service,but because it doubt-

less will make the development of such

a code more difficult than would be the

case if the public service were more like

professional organizations.

There are, however, certain prereq-

uisites to the development of a public

service code of ethics. In the first

place, entrance to, and promotion in,

the service must be based upon definite

qualifications for the work to be per-

formed. So long as partisan or other

irrelevant considerations continue to

be important factors in determining

the personnel of the public service, it

is hardly conceivable that a code of

ethics will be brought into being. This

does not mean that all progress toward

the desired goal must wait until the

merit system has been established in

every nook and comer of governmental

jurisdiction, but it does mean that no
branch of the public service in which

the merit system has not become firmly
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rooted is likely to make any contribu-

tion to the cause of higher standards of

conduct. It is perfectly possible that
*

in our federal civil service and in the

civil service of some of our larger cities

where the spoils system has been most
successfully curbed, we shall see at-

tempts at formulating codes of ethics

long before other branches of the pub-

lic service have even been brought

under legal civil service provisions. In

every movement we have had our

pioneers, and so we probably shall have
in this.

In the second place, theworkers must
be organized. A loose aggregation of

indi\nduals without any machinery for

group action is in no position to give

formal expression to its common sen-

timents and ideals. All of the voca-

tional groups that have reached the

code-framing stage, or have formally

adopted codes of ethics, have done so

only after they had become organized

in local and in larger units. To this

process of evolution the public service

can be no exception. Here again, how-
ever, it is not necessary to assume that

the second stage of development will

not begin until the first has been car-

ried to completion. Even though our

public service is as yet far from being

fully organized and may never reach

the one hundred per cent goal, still a

code of ethics for public servants may
not be altogether a remote possibility.

An organization such as the National

Federation of Federal Employes may
well take the lead in proposing stand-

ards of conduct that ultimately will

come to be accepted by government
workers throughout the country.

In addition to these two prerequi-

sites, there are several conditions that

are important, though not indispen-

sable, to the dev^elopment of a code of

ethics for public servants. One of

these is a reasonable degree of freedom
from economic want. So long as pub-

lic servants are grossly underpaid,they

are likely to bend most of their organ-

ized efforts toward improving their

standards of compensation and to give

relatively little thought to their moral
obligations to the community. In the

past, our civil service unions have de-

voted themselves largely to the promo-
tion of legislation designed to better

their working conditions and to in-

crease their inadequate pay. They
have, it is true, always stood staunchly

by the merit system. But with the

exception of their occasional consid-

eration of the question as to whether

government employes should avail

themselves of the strike as a weapon in

enforcing their demands, these organi-

zations appear to have concerned

themselves but little with matters of

public service ethics. The reason for

this doubtless lies in the greater ur-

gency of the bread and butter problem.

Another condition of considerable

importance is the cooperation of our

educational institutions in raising

standards of performance and conduct

in the public ser^^ce. Our high schools

and our colleges and universities are

the great " ideal factories " of the coun-

try and have done much to elevate the

moral tone of the business and profes-

sional world. This has been accom-

plished largely by means of special

courses of training for the more impor-

tant vocations. It is true that the

public service is not a distinctive voca-

tion such as law, medicine, engineering

and agriculture; but is rather a field of

employment, analogous to that of busi-

ness and industry, in which all thevoca-

tions are represented. Nevertheless,

the tasks and the viewpoint required

in the public service are sufficiently

different from those of private industry

to warrant our institutions of learning

in giving greater prominence than they

now do to the peculiar needs in the

former field. What is necessary is not
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so much the addition of new depart-

ments of instruction, as the introduc-

tion of new courses of study emphasiz-

ing those features which are of especial

importance to workers in government

employ. These courses could be util-

ized, not only in preparing young men
and women more specifically for the

tasks of the public service, but also for

inculcating in them those standards

and ideals of conduct by which all pub-

lic servants should be guided.

It is probably fair to say that all the

foregoing conditions essential to or

helpful in developing a code of ethics

for the public service, are within the

realm of possibility. The merit system

is slowly but surely establishing appro-

priate standards of qualifications for

entering the service and securing pro-

motion in it. The process of organiza-

tion, too, is well under way, especially

among the employes of the federal gov-

ernment and of our larger cities. No
doubt the pressure of economic want
will be gradually alleviated, largely

through the efforts of the organized

civil servants themselves in directing

public attention to their present inade-

quate compensation. With the grow-

ing importance of government activity

in the life of the nation, it is to be ex-

pected also that our educational insti-

tutions will cooperate to an increasing

extent in improving the equipment and
in stimulating the moral sense of the

men and women in government em-
ploy.

General Character and Contents

We may now make a few brief obser-

vations with regard to the general

character and contents of a public serv-

ice code. It is in order to preface these

observations by raising the question as

to whether the ethical standards of

public servants will ever be expressed

in a single formal document, or

whether the various groups of govern-

ment employes are not more apt to

adopt separate codes of their own.

Probably the latter is more likely to be

the case than the former. That there

would be any appreciable difference in

the practical result is not at all certain.

Our present concern, however, is not

so much to anticipate the actual trend

of evolution as it is to clarify our think-

ing with regard to the standards of con-

duct that should be observed in com-
mon by all members of the public

service. For this task it is a conven-

ience to proceed on the basis of a single

code for all, even though events may
follow a different line of development.

Let us assume, then, a single code.

In the first place, such a code would
supplement, but would not include,

those canons of ethics which are al-

ready in the codes of the various pro-

fessional organizations represented in

the public service and which relate to

matters peculiar to those professions.

It could not attempt to embody all the

rules which may be found necessary or

desirable in each and every one of the

numerous vocational groups that make
up the public service. The public

service code would have to confine

itself to those more general canons of

ethics that apply equally to all the

groups. By so doing it might appro-

priate a considerable number of rules

that are in existing professional codes,

but to this there could be no objection

so long as those rules were of general

applicability.

In the second place, a public service

code would probably follow the ex-

ample of other similar codes in laying

down rules to govern the relationships

between fellow workers. This seems

both desirable and important. In pro-

fessional organizations, canons of this

character have been adopted, in part

at least, to protect individual members
from unfair competition. Perhaps

there is less need in the public service



156 The Annals of the American Academy

for this type of protection, but there is

great need for harmony and coof)era-

tion. Friction and lack of teamwork
among government workers not only

make for unpleasant conditions within

the service but also lower the efficiency

and tend to defeat the purposes of

government. It is therefore quite as

essential to have definite standards of

conduct to govern the relationships

between fellow workers in the public

service as it is in professional organiza-

tions, though for somewhat different

reasons.

Finally, such a code ought to state

clearly the obligations that every gov-

ernment worker owes to the public.

It is the great distinction of all govern-

mental activity as contrasted with

private industry that the motive in the

former is service to the community,
whereas the motive in the latter usu-

ally is profit to the individual owners.

Public servants, therefore, have the

high privilege of contributing directly

to the welfare of their fellow men in-

stead of merely as an incident to mak-
ing profits for the private owners of

industry. With this privilege goes

also a greater responsibility than rests

ujjon less favored workers, to place the

interests of the community above all

other interests. In order that public

servants may be constantly reminded
of this fact and may govern their con-

duct accordingly, it is important that

their obligations to the public be set

forth in their code of ethics.

A Few Proposed Canons for a Pub-
lic Service Code

This brings us to the consideration

of specific canons for a public service

code. It would be as futile as it would
be presumptuous to undertake a com-
plete enumeration of the many items

that such a code ought to contain, and
it is not our purpose to do so. At most,

we shall endeavor to set down a few of

the more obvious essentials of the

ethics of public service, in the hope
that they may afford a starting point

for a more comprehensive effort. With
this thought in mind, the following

canons are suggested for the guidance

of the public servant

:

1. He should at all times be courteous,

especially in his dealings with citizens

who come to him with complaints or jor

information, assistance or advice.

At first thought this suggested canon
may seem superfluous, for it would ap-

pear that courtesy might be taken for

granted. Unfortunately, however, it

is not always present in public offices.

2. He should give the bcs! that is in him
to the work he is called upon to perform.

In reference to this canon, the writer

wishes to disclaim any share in the

popular view, still too largely held,

that all public employes are loafers.

Some of the most conscientious work-
ers that may be found anyw^here are in

governmental services, and the average

civil servant is probably no less indus-

trious than the average employe of

any of our large private corporations.

Nevertheless, there are some public

place holders, especially in branches of

the service not yet touched by the

merit system, who are greatly in need

of the admonition given above.

3. He should deal fairly with all citi-

zens, and should not accord to some more

favorable treatment than to others.

A public servant should never forget

that he is the servant of all of the pub-

lic, not of any fractional part of it. He
should therefore treat all citizens alike,

regardless of their political aflBliation,

religious faith, racial extraction, or

material wealth.

4. He should not limit his independ-

ence of action by accepting gratuities or

favors from private citizens who have

business dealings with the government.

Comment on this is hardly necessary.

There are, unfortunately, many indi-
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viduals who have no scruples about the

methods they employ in winning con-

cessions from governmental agencies,

and all too often, through the frailties

of human nature, public servants fall

victims to the subtle snares of these

self-seekingmembers of the community.
5. He should never he a 'party to any

transaction which would require him,

as a representative of a department of

government, to pass upon the quality or

price of goods or services which he, in some

other capacity, is offering for sale to that

department.

The impropriety of acting as buyer
and vendor in the same transaction is

obvious.

6. If a public servant is asked by his

superior to do something which would

jeopardize the vital interests of the public,

he should first endeavor to dissuade his

superior from pressing the request, and

if this method proves unsuccessful he

should tender his resignation, stating

publicly his reason for doing so.

Many a public servant has had this

problem to face. The solution sug-

gested above is drastic, but there ap-

pears to be no other proper way out.

To make the problem even more dif-

ficult, it usually happens that the issue

is beclouded by other considerations

also affecting the public welfare. For
example, a faithful public servant may
have continuous pressure brought to

bear upon him to relax somewhat the

enforcement of a law which interferes

with the interests of the political fac-

tion with which his superior is affiliated.

If this public servant resigns, he may
simply clear the way for the appoint-

ment of another person who would
make no effort at all to enforce the law
in question and thus leave the public

welfare less protected than ever.

Might it not be better, in a case of this

kind, to make some concessions to the

wishes of the superior and to stay by
the ship lest even greater injury be
done? At times, yes; at other times,

no. Each case must be decided on its

own merits. However, unless the issue

is beclouded in the manner just indi-

cated, no public servant ought to

shrink from the drastic course pro-

posed in the foregoing canon.

7. A public servant who is charged

with the enforcement of a law with which

he is not in sympathy should either sub-

ordinate his personal views or resign

from the service.

That a law may be poorly adapted

to the needs of the community, or may
even be positively injurious to society,

is quite conceivable. A public servant,

however, ought not to make himself

the judge of its efficacy.

8. He should work in full cooperation

with other public servants in furthering

the ends of government and in promoting

public welfare.

A public servant cannot be a law

unto himself in the manner in which
he does his work. If he is not animated

with the spirit of cooperation he will

frequently retard rather than advance

the cause of social welfare.

9. He should be true to his obligations

as a custodian of public property and
regard its misuse or waste as as serious

an offense as the direct misuse or waste

of money from the public treasury.

Public servants should be just as

conscientious in the use and care of the

property belonging to the people as

they would be were this property their

own. They should bear in mind, more-

over, that the waste of public resources

results in a weakening of the services

that governments are established to

render to the men, women and children

of the community.
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The Professional Organization of Social Work
By Mary Van Kleeck

Director of Industrial Studies of the Russell Sage Foundation

AND

Graham Romeyn Taylor
Executive Secretary, American Association of Social Workers

OF all the professions social work is

the only one in which in its early

beginnings the practitioner has been

commissioned by one group to per-

form services for another group. Social

service, in its earlier forms of charity,

starts with the impulse to serve, which
is a common |>ossession. Gradually

out of service to the individual emerges
service to the community with the

necessity not only for one group to

serve another but for all to unite in

promoting the common weal.

Thus, paradoxically, the effective-

ness of social work as a profession in

the public interest, depends upon
making its motives, its aims, its

knowledge and even its "technique, " a

common possession, seemingly aban-

doning the usually accepted basis

of a profession as the organization of

a group set apart through exclusive

ability to perform certain tasks. In

contrast with this exclusive status the

invasion of all professions by the

modem social ideal tends to the same
effort to share knowledge with the

community. The relation of the medi-

cal profession to public health edu-

cation is an illustration. A profession,

on the ethicsll plane, tends to become
the use of knowledge and skill for the

common good, and since service in the

common good is not the function of

any single group, both the knowledge

and the skill of a profession may be
increasingly shared with others who
are working in the common iiiterest.

The organization of a profession

thus becomes an effort not to maintain

a status for the members but to enable

the group, through its relationships

within itself, to function more effec-

tively than if its members had no such

opportunity for united effort. Organi-

zation is needed, again, to make possi-

ble the relationships between different

professions in the interest not of pro-

fessional status or selfish advantage,

but rather for the more effective

functioning of each group in relation to

every other group. Each group in its

field must be the pioneer to push
forward the frontiers of knowledge in

order that the knowledge may ulti-

mately become the common possession.

At any one time, therefore, each group

in its own specialty is necessarily in

advance of the community, both in

knowledge and in skill, but the share of

the community in the ultimate ob-

jective of any profession must be

constantly in mind.

These generalizations are advanced

merely as a basis for defining what
seems to us the stage of development

of the profession of social work.

Social workers have lacked, perhaps

fortunately, the type of organization

which is designed to maintain a

privileged status for its members.

The tasks of social workers have in

their very essence depended upon the

altruistic spirit of the community.

The need for professional organization

of social workers arises from the

recognition that a group can function

more effectively than a mere collection

of individuals. But the dependence

of the group upon enlightened citizen-
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I

ship is increasingly recognized as the

guiding principle of the professional

organization of social workers.

Historical Development of
Social Work

In contrast to the historical de-

velopment of other professional groups,

which began with the association

together of practitioners andwhichonly

in recent years have undertaken the

education of the community to co-

operate in the work rendered by such

professional groups, social work as a

profession has grown out of a con-

sideration of the problems involved by
a broad body representative not merely

of persons professionally engaged in

such work but also of public spirited

citizens. This body is the National

Conference of Social Work, which

held its first meeting in 1874 in con-

nection with the American Social

Science Association. Starting as the

National Conference of Charities and
Correction it grew in scope and num-
bers and, under its present name
adopted in 1917, it is approaching its

fiftieth year.

The first National Conference in-

cluded representatives of boards of

public charities from nine states and
the discussion covered state laws and
administration with reference to in-

sanity, criminality and pauperism.

During the first decades discussion

centered upon the care of "dependents,

defectives and delinquents" but even

in the second year some attention was
given to such problems as immigration.

In the second year, also, it was found
that persons not officially connected

with public charities and correctional

boards were desirous of attending and
were competent to contribute papers.

The discussion of the care of de-

pendents, defectives and delinquents

was soon supplemented with an em-
phasis upon prevention, and this word,

with such other declarations as "the
charity of today is the justice of to-

morrow, "became the keynote of the

Conference. In the last two decades

the widened range of topics has

brought into prominence a new and
constructive note. The discussion of

leisure time activities, such as play-

grounds and recreation leadership,

has been approached not merely from
the standpoint of preventing de-

linquency and ill health but also from
the standpoint of developing a fuller

and richer life and creating a spirit

of tolerance and cooperative work.

Similarly, the discussion of industry

has not been content with papers on

the care of the victims of industrial

accidents, for example, and not even

with preventive measures, but has

taken up such fundamentally con-

structive lines as occupation in re-

lation to standards of living, empha-
sizing the vital concern of the whole

community therein.

From a handful of people dealing

with problems in comparatively narrow

fields of social effort, the Conference

has thus grown so that every state is

represented in an attendance number-
ing several thousand, and the fields of

effort include family welfare, child

welfare, hospital social work, occupa-

tional therapy, probation, protective,

parole and prison work, psychiatric

social work, school social work, visiting

h » -isekeeping, vocational guidance,

adjustment of immigrants, coordina-

tion of social agencies, community
centers, boys' and girls' clubs, play-

ground and recreation, social settle-

ments, civic work, housing, social

legislation, public health nursing, so-

cial hygiene, mental hygiene, tubercu-

losis prevention, child health, in-

dustrial hygiene, community health

activities, social research, social sta-

tistics, industrial investigation and
public and private employment work.
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Recognition of the Need for
Professional Training

With this growth in the considera-

tion of the problems of social work it

was not until very recently that atten-

tion was directed to the qualifications

of the social workers. For decades the

Conference was content with its often

expressed dictum that "philanthropic

effort needs not only a kind heart but

some intelligence." Little thought was
given to defining the real substance of

this intelligence. Even after much
progress had been made in analyzing

scientific methods of handling the vari-

ous types of work, there was a persist-

ence of the conception of the worker

as merely a benevolent person "doing

good to the poor.

"

In 1897, however, a paper was read

by Miss Mary E. Richmond on "The
Need of a Training School in Applied

Philanthropy." In 1898 the New
York Charity Organization Society

established a summer training class,

directed by Dr. Edward T. Devine,

which has now grown into the New
York School of Social Work, the

leading training school in the country,

under the direction, at present, of Porter

R. Lee. In 1905 Dr. GrahamTaylor, of

Chicago Commons Social Settlement,

established the Chicago Institute of

Social Science, developing it into the

Chicago School of Civics and Phi-

lanthropy, which has recently been

succeeded by the Graduate School of

Social Service Administration in the

University of Chicago. At about the

same time schools were established in

Boston and Philadelphia. An essen-

tial characteristic of all these schools

is their close relationship to the work
of social agencies and organizations as

providing opportunities for the student

to engage in supervised field work.

In 1919, when an Association of

Training Schools for Professional Social

Work was formed, there were admitted

to membership nine universities and
colleges and five independent insti-

tutions as offering professional courses

requiring the full time of students for

one year or more. The membership of

this Association now numbers twenty-

two.

Recognition of the importance of

professionally trained practitioners in

social work was impressively given at

the National Conference of Social Work
in 1915 by Professor Felix Frankfurter,

of Harvard University Law School,

who said:

I submit that what has been found

necessary for adequate training for those

social activities which we call the profession

of law and medicine, is needed for the very

definite, if undefined, profession we call

social work. I can not believe that the

preliminary training of a lawyer, most of

his life spent in the adjustment of con-

troversies between individuals, requires

less of a background, less of an understand-

ing of what has gone before in life, less of a

rigorous critical discipline, than is needed

by those of you who go out to pass judg-

ment on the social conditions of whole

communities, by those of you who ad-

minister laws like the minimum-wage laws,

and the other social legislation now admin-

istered ... by social workers. Secondly,

I can not believe that a training fit to

discipline people who shall guide and deal

with the social forces of the day, can be

done in less time than the time found

necessary for the training of lawyers.

Thirdly, I can not believe that the expe-

rience of medicine and law as to the quality

of teachers to train men in those professions,

applies less in regard to teachers of social

work.

Organization of Practitioners

Organization of the practitioners has

developed in three ways: In local

groups, in groups of workers in

specialized fields, and more recently in

an all-inclusive association. Locally,

social workers' clubs have been formed
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in many cities. These have for the

most part been loosely organized, in-

cluding not only professional workers

but interested laymen for the dis-

cussion of social work problems. In

recent years, however, an increasing

number of these clubs have shown a

more definite professional conscious-

ness and have established standards of

admittance limiting their membership
to professional workers. In special-

ized fields such organizations have

grown up as the American Association

of Hospital Social Workers. The
National Federation of Settlements,

while in some measure attended by
members of boards of trustees and
volunteer workers, is mainly composed

of those who are professionally engaged

in settlement work. The National

Association of Visiting Teachers and

Home and School Visitors, organized

in 1919, has now one hundred and fifty

members, representing twenty-eight

cities, half of whom are professionally

engaged in this field of work. The
American Association for Organizing

Family Social Work unites the family

case workers throughout the country

in cooperation with the boards of

directors of family welfare and charity

organization societies to define and

promote standards of work in this

field. To mention but one more
example of the organization of social

workers in a specialized field, the

National Conference of Tuberculosis

Secretaries brings together each year

several hundred workers who are

serving as secretaries or managing
directors of tuberculosis prevention

societies.

It is significant that the American
Association of Social Workers, which

is developing as the all-inclusive body
of social work practitioners, is the

outgrowth of an effort to study the

qualifications of individual workers for

specific positions and to place them,

12

From the experience of the National

Social Workers' Exchange as a co-

operative undertaking of social workers

to provide an employment service,

there came a growing appreciation of

the need for more definite study of

standards of qualifications and vo-

cational analysis of the various types

of work. Committees of the members
of the Exchange actively engaged in

such studies, and this effort rapidly

developed a consciousness of the

professional implications which were

involved. In 1921 the annual meeting

of the Exchange, attended by more
than 1,000 members, voted to expand

the organization into the American

Association of Social Workers.

With a membership of two thousand

and rapidly growing, this Association

has earnestly undertaken the con-

sideration of its own professional

standards for admittance to member-
ship. After careful discussion through-

out the year by local groups in more
than forty cities and by the national

Council of the Association representing

all sections of the country and all fields

of specialization, the next annual

meeting of the members in June, 1922,

will have these standards before it for

adoption.

Development of Professional
Requirements

Professional requirements are being

worked out not merely on the basis of

standards for admittance to this all-

inclusive body, but also through

careful consideration by committees of

leaders in the various specialized

fields. For example, a committee of

the most experienced secretaries of

tuberculosis prevention societies is at

work on an analysis of the technique in

this field and the qualifications in

training and personality which are

necessary. It is expected that as

similar committees in each of the
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specialized fields of social work con-

duct similar analysis, in cooperation
with the research activities of the
Association, definite conceptions and
standards of what constitutes a well-

equipped and efficient practitioner in

each of these fields will be evolved.

The combined result of such work
through a course of years should bring
about a more definite status for pro-
fessional social workers.

Thevocational bureau of the Associa-

tion, continuing its service in providing
vocational information and advice and
placement of workers, affords through
the body of data gained from its study
of individual cases a basis for analysis

and research. This has already been
recognized by Professor James H.
Tufts of the University of Chicago
through his use of such data in his

study of training for social work, made
for the Russell Sage Foundation.

In the development of standards of

professional training the Association as

representing the body of practitioners

is cooperating with the Association of

Training Schools. The latter, at its

meeting in Pittsburgh in December,
1921, invited the Association of Social

Workers to appoint a committee of

practitioners for this cooperation.

The first result of the Association's

research is a pamphlet. The Profession

of Social Work, which presents, con-
cisely, vocational information covering
all the fields of social work. This is

proving of great value in colleges and
universities, in schools of social work,
in organizations choosing their staffs

and in response to many requests for

information about fields and oppor-
tunities. More than four thousand
social workers are registered with the

Association's vocational bureau, each
of them providing information con-

cerning training and experience. More
than three thousand persons addition-

ally have come to the bureau for

information about training and oppor-

tunity. As the Association's research

further develops, information will be

made available to practitioners, execu-

tives, boards of trustees and universities.

A concrete instance of the need for

such vocational information is to be
seen in a recent request from the

California State Civil Service Com-
mission which stated that a number of

positions, all in social work, were to

be added to the State Civil Service.

Information and advice were sought

as to the salaries that ought to be

paid and the qualifications which the

workers should have.

The growth of social work as a pro-

fession has been greatly facilitated by
jjeriodical publications in the field.

Foremost among these is The Survey.

The uniting of Charities and The

Commons in 1904, and the absorption

of six other smaller periodicals,

developed one authoritative journal

serving both as a medium for the

interchange of social information and
experience and as a means of acquaint-

ing the general public with the facts

concerning social conditions and the

aims and methods of those at work for

improvement. Many of the special-

ized fields have established their own
publications, as for example The Play-

ground, serving the play and recreation

movement; The Family, serving the

family case workers ; the Journal of the

Outdoor Life, serving the workers in

tuberculosis prevention and also help-

ing to educate the community along

this line, and Hospital Social Serv-

ice, serving those interested in that

field.

Mention should also be made of the

influence which the development of

the profession of social work in Amer-
ica is having throughout the world.

Visitors from European countries fre-

quently show how much they are

impressed by the organization of social
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work in this country. And it is

significant that the Czecho-Slovak

Legation in America has no miHtary

attache but is the first to have a social

service attache whose business it is to

observe and investigate social effort in

America and send back information to

his home government.

Developing Conscious Technique

At the National Conference of

Charities and Correction (now called

the National Conference of Social

Work), held in Baltimore in 1915,

Abraham Flexner discussed the ques-

tion, "Is Social Work a Profession?"

He developed six criteria for pro-

fessions :

(1) They involve essentially intellectual

operations with large individual responsi-

bility.

(2) They derive their raw material

from science and learning.

(3) This material they work up to a

practical and definite end.

(4) They possess an educationally com-
municable technique.

(5) They tend to self-organization.

(6) They are becoming increasingly

altruistic in motivation.

These criteria he applied to various

occupations. He ruled out plumbing
as acting on the instrumental rather

than on the intellectual level, and as

having shown "as yet no convincing

evidence that the spirit of plumbing is

becoming socialized." Banking he
disqualified as being as yet far from
"the application of economic science,"

with its practices still too largely

empirical, and with the motive of

financial profit too strongly stressed.

Medicine, law, engineering, literature,

painting and music he regarded as

"unmistakable professions."

Social work he excepted as a voca-

tion requiring intellectual activities

but lacking independent responsibility,

because he held that having localized

a problem "the social worker takes

hold of a case, that of a disintegrating

family, a wrecked individual, or an

unsociaHzed industry," but is driven

usually to invoke another agency, the

doctor for illness, the school for ig-

norance, the legislator for poverty, so

that "the responsibility for specific

action thus rests upon the power he

has invoked." Social work, in brief,

is a mediating activity, without the

definite and specific ends of medicine

or law, but appearing rather "as an

aspect of work in many fields." In

line with this thought he concluded

that "well-informed, well-balanced,

tactful, judicious, sympathetic, re-

sourceful people are needed, rather

than any definite kind or kinds of

technical skill."

This speech of Dr. Flexner's has

been a useful challenge to social

workers. Many of them are pre-

pared to agree that social work gives

evidence of having arisen out of altru-

istic motives rather than technical

qualifications. They are quite ready

to grant that the effectiveness of social

work derives much of its power from

close contact with other professions

and from the ability to persuade

members of other professions to bring

their skill to bear upon the groups

who are living in the community at an

economic or social disadvantage.

Contact with the Other
Professions

Close contact with the other pro-

fessions is one of the inspirations of

social work, but the contact consists

not merely in the social worker's

calling in the doctor or the engineer.

Experience seems also to show that the

more socialized the other professions

become, the more they turn to social

workers for light. When doctors be-

come interested in public health not

only are they the allies of social
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workers in recognizing that the causes

of poverty are also the causes of ill

health, but they seek, also, to appropri-

ate the knowledge and experience of

social workers in dealing with these

causes of poverty as problems for the

individual or forthecommunity. Like-

wise, nurses who aim to work in the

field of public health rather than in

private work seek instruction in schools

which have been built up out of the

experience of social workers.

More recently, the management
engineer and the social worker have
found cooperation necessary. The
management engineer has discovered

that the success of industrial manage-
ment is largely conditioned by skill

in human relations, and that the

efficiency and cooperative attitude of

a labor force is directly affected by the

organization of life in the community,
while, in turn, industrial conditions

affect the community life. Naturally,

when the management engineer ar-

rives at that stage of thinking he finds

that the social worker, approaching

from a different direction has also

arrived at the place where recog-

nition of the relations of these two
groups, the engineer and the social

worker, become highly desirable for

the success of each group. Industry-

is being invaded by social workers,

who are bringing their experience to

bear upon problems of personnel and
research as they affect human rela-

tions. The Taylor Society has proved
its recognition of these facts by ad-

mitting to its membership the so-

called "social scientist," and recog-

nizing in the experience of social

workers in industry the necessary

qualification for admission to a pro-

fessional group concerned with prob-

lems of management.
The invasion of the schools by

social workers is also proceeding

rapidly. The visiting teacher finds

the need to build upon the experience

of the social case worker. A recent

report of the Vocational Guidance
Association on the technique of train-

ing for that occupation reveals com-
mon ground with the experience of

social workers. Indeed, the report

was prepared by a committee whose
secretary is also one of the secretaries

of the American Association of Social

Workers.

Similarly, the ministry is seeking to

share in a type of experience which
may be called, for want of a better

name, the technique of the social

worker.

Only' as social workers are prepared

consciously to formulate their ex-

perience as a guide for the practice of

others, to make it available for these

other groups, can they lay claim to the

possession of technique. Their claim

to permanence as a group, at least

under present conditions, rests upon
their ability to push forward to more
effective experience and a clearer

formulation of it, than at any one
moment is shared with other groups.

Toward what frontiers of skill and
knowledge are social workers now
pressing?

What Is Social Case Work?

Under this title Mary E. Richmond,
Director of the Charity Organization

Department of the Russell Sage Foun-
dation, has just published a book which
she describes as "an introductory de-

scription." Incidentally, it is sig-

nificant that it follows The Good
Neighbor, in which Miss Richmond
stresses the common possession of

neighborliness, and Social Diagnosis,

in which she subjects the experience of

case workers to the same sort of

searching analysis that physicians in

medical schools are subjecting the

recorded cases of medical practitioners.

"There was real teaching in the

^
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world long before there was a science

or art of teaching," writes Miss Rich-

mond in answering the question, What
Is Social Case Work? "There was
social case work long before social

workers began, not so many years ago,

to formulate a few of its principles and
methods. Almost as soon as human
beings discovered that their relations

to one another had ceased to be primi-

tive and simple, they must have found

among their fellows a few who had a

special gift for smoothing out the

tangles in such relations; they must
have sought, however informally, the

aid of these 'straighteners,' as Samuel
Butler calls them. Some teachers

have had this skill, occasionally minis-

ters of religion have had it, and secular

judges, and physicians; though at no
time has it been the exclusive posses-

sion of these four professions or of

any one of them."

An objection to regarding skill in

social case work as the technical

possession of a few is voiced by Miss

Richmond.

Even in our own day, the skill of the

social case worker who is able to efiFect

better adjustments between the individual

and his environment seems ... to many
. . . neighborliness and nothing more.

There is a half truth in this neighborliness

theory, for the good case worker must be

both bom and made, but its element of

error is the failure to recognize how much
is being done in social work to develop a

native gift through training and specialized

experience.

Miss Richmond's definition of social

case work implies in itself a task re-

quiring as much training and as much
content as that of the teacher: "Social

case work consists of those processes

which develop personality through
adjustments consciously effected, indi-

vidual by individual, between men
and their social environment."

How lax actual results were achieved

in social agencies by the skill which
any intelligent person "without previ-

ous training but with tact and good
will" might possess was a question

which Miss Richmond sought to

answer by a careful analysis of typical

cases. She listed each act and policy of

each case worker responsible for the

treatment described. She secured six

long lists of items which fell under the

general heads of " insights "and " acts.

"

She divided these again and secured

the following four divisions

:

Insight into individuaUty and personal

characteristics

Insight into the resources, dangers, and
influence of the social environment

Direct action of mind upon mind
Indirect action through the social en-

vironment

Her conclusion was this

;

As I examined the items of each list of

particulars carefully, it seemed to me that

each item might possibly have been thought

of and carried out by a non-specialist. But
trained skill was shown in the combination

of these itemized acts, which no untrained

person, however intelligent, would have

achieved.

It is impossible within the limits of

this article to analyze more fully the

claim of methods of interviewing and
all of the other acts of diagnosis and
adjustment to be regarded as the

technique of case work. It is only

possible here to point out that a de-

partment of the Russell Sage Foun-
dation is devoted wholly to research,

teaching and publication in the field of

family welfare, in which social case

work is the instrument. Moreover, in

the American Association for Organiz-

ing Family Social Work, which in-

cludes in its membership family welfare

agencies throughout the country, em-
phasis is consistently placed upon a

type of service which recognizes that

one learns by experience and by
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knowledge how best to achieve a

desired result, and that this experience

can be recorded, analyzed and passed

on to others. This kind of case work
is applicable not only in the work of

family welfare agencies, but in all the

forms of social work with individuals,

such as the activities of the probation

oflBcer, the visiting school teacher and
the vocational guide, and even the

personnel director in industry who is

charged with responsibility for ad-

justing individuals to one another and
to their environment. By this proc-

ess of training the native ability, the

family welfare organizations have

emerged from the mere providing of

food and shelter for the homeless to

the giving of service analogous in the

social field to that of the doctor for

physical ills.

Is There a Technique for
Group Workers?

The social settlement movement
differed from the older relief organiza-

tions or even from the present more
highly developed family welfare agen-

cies in its emphasis upon activities

carried on for and by whole groups

who constituted the neighbors of the

settlement workers. Boys' and girls'

clubs and debating societies in a settle-

ment were a recognition of the value of

the group for which more recent de-

velopments in social psychology are

giving a scientific basis. It seems

fair to say that settlement workers in

general have achieved less by way of

formulation of experience in methods
of group organization than have the

case workers. The settlement desired

to emphasize what might be called

"mere" neighborliness and to elimi-

nate any tendency to regard the resi-

dents who made up its household as

more expert in neighborliness than any
of their neighbors.

Out of the great need, however, for

newrecognition of thevalue ofthegroup
in a Umited neighborhood may develop

the clearer formulation of experience.

Reform Movements

In contrast with work for individu-

als, either separately considered or in

groups, are what might be called the

mass movements for reform. Through
them efforts are made to modify en-

vironment, rather than to modify or

adjust individuals in relation to their

environment. Social legislation is one

manifestation of the mass movement
for reform.

Perhaps the best illustration of a

consciously developed method of

accomplishing reforms is the social

survey. It was a committee organized

bythe former Charities and the Commons
—the magazine of social work now
called the Survey—^which initiated and
directed the now well-known Pitts-

burgh survey. The term "survey,"

itself, was taken over from the engi-

neering profession by this group of

social surveyors. Since that time the

importance of the survey as the

diagnosis of the community, directed

toward the improvement of social and
living conditions for all its people, has

been demonstrated not only by the

number of surveys undertaken, but

also by the recognition that here was a

tool requiring a combination of skill in

its handling. How to bring groups

together, to act together for a com-
mon object, how to discover and record

facts with such insight as to develop

a sound program of action, and how
to communicate all this knowledge and

the motive power for putting it into

effect to the entire community, may
be seen to constitute the technical

problem of making surveys.

Research

The last of the four big divisions of

social work, conceived functionally, is
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research, if work with individuals,

work with groups, and mass move-
ments for reform be regarded as the

other three. How far research which
deals with social material can be

accepted as ranking with pure science

is a question not yet fully answered.

Some years ago Mrs. Sidney Webb, in

an illuminating article published in

London Sociological Papers, 1906,

discussed the claims of social research

to be regarded as a science. She
pointed out that science uses three

methods of procedure—observation,

the analysis of documents and ex-

periment. Of these, social research

may use observation and documentary
material. But in experimentation the

individual investigator in social science

is seriously limited. He cannot, for

instance, easily organize a trade union
merely in order to study it and test its

results, as a chemist can combine two
substances and watch what happens.

Nevertheless, the social scientist may
bring to bear the power of observation

upon the activities of the individual,

a group, or a community, so as to

record what might be regarded as

an unconscious, involuntary experi-

ment.

The inadequacy, from a scientific

point of view, of many of the ex-

periments which a community under-

takes is the failure to study their

results and the difficulty of isolating

factors so as to measure their relative

importance.

If the method of experiment has its

limitations for the social scientist he
may find some comp)ensation in the
fact that he has a method of procedure

exclusively his own, as compared with
the laboratory scientist, namely, the

interview. The interview may be
merely for the purpose of securing in-

formation from someone who possesses

it, as the historian might find in the

oldest inhabitant a source of facts in

the history of a town. Generally,

however, the individual has a larger

interest than this for the social

scientist, for he finds in him not only a

source of information, but a subject

for study whose attitude of mind,

experiences and emotions are all part

of the material of social discovery.

As in social research it is possible to

recognize these definite methods of

procedure, so it is also possible to

develop the best way of approaching

the task, to study forms of record

keeping, and to acquire consciously

the methods of interviewing which will

yield the most accurate results, as

contrasted with the clumsy efforts

which may make it impossible to

disentangle the true from the false.

Here, as in all science, the method
must evolve out of recorded experience,

and the output of social research in

the past few years seems to warrant

the hope that it will give the basis for

a more consciously developed knowl-

edge of how to make discoveries in the

field of social relations.

Professional Ethics for Social

Workers

While thus far no definite and recog-

nized code of professional ethics has

been agreed upon by social workers,

their devotion to ideals of service

rather than to pecuniary reward, which

has been uppermost since the begin-

ning, is characteristic of a high ethical

plane in their attitude toward their

work. And the questions of ethics with

respect to many problems which arise

in daily practice are a subject of

earnest thought and discussion in

many groups. Out of this group

thought and discussion a formulation

of a code may be expected. The
following tentative statements are

suggestive of certain principles which

would enter into such a code of pro-

fessional ethics for social workers

:
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Practical activity and methods which
can be tested by results form the real

content of social work. Its moving
force is the will of the people to sub-
ordinate the selfish interests of any
individual or group to the social in-

terests of the better community. If

these aims are to be accomplished, the
social worker must find his satisfaction

primarily in achievements of the com-
munity, the group or the individual

whom he serves. This aim will under-
lie his code of ethics in his relation to

the community, to his clients and to

his fellow-workers.

II

His zeal for the welfare of the com-
munity must be great enough to impel
him to seek an exacting standard for

testing his own efficiency. He wiU
be eager to learn of the new discoveries

of others, and alert to increase his

knowledge of the social sciences whose
application to the problems of social

work will increase its effectiveness.

Ill

In his relations with other social

workers, he will have a professional

interest in the accomplishment of the
group, will feel, therefore, a concern
in the training and achievements of

his fellow-workers, and will be eager to

contribute his own experience to the
knowledge of the group. He will be
especially interested in the develop-
ment of younger workers, and in

such conditions of work as will in-

crease the capacity of every member of

the profession and secure for each the

opportunities which will best utilize

and develop his powers.

rv
As the effort to subordinate the

selfish interests of any group to the
welfare of the community will neces-

sarily involve the social worker in

controversial issues, he must make

scientific devotion to truth an essen-

tial in his work. The quality of his

work and his independence of judg-

ment and action must never be sub-

ordinated to the consideration of

financial support.

V
He must be free to act and to ex-

press his views as a citizen. His
guiding principle must be, however,
that he has chosen to serve the com-
munity through social work and that,

tlierefore, his best service as a citizen

will be to conform to the standards of

social work, furthering the scientific

study of problems and the develop-

ment of programs of action based on
experience and facts. He will also be
mindful of the importance of educating

the citizenship of the community to

meet its own social responsibilities.

To those who challenge the right of

social work to be called a profession,

the answer of many social workers is

that to them the question is to a certain

extent academic and less important

than the effectiveness of their service.

They have, however, recognized the

importance of studying methods, at-

tracting able persons to their ranks,

working out methods ,of training and,

in brief, so improving the quality of

the social workei;s as to make social

work itself more effective. The an-

swer to the question, "Is social work

a profession?" is to be found not in its

present content as it is most commonly
understood, but rather in its activities;

not in the status of social workers as a

group apart, but in the process of

functioning as a group with conscious

recognition of its relations with other

professions. After all, the test of

public service in every profession ulti-

mately rests in its power to enlighten

all the citizens of the community.



Foreword: Ethics in Journalism

By E. J. Mehren
Editor, Engineering News-Record; formerly Chairman, New York Conference of Business

Paper Editors

The teachers of the 'people must he

actuated by high principles; otherwise

society toill suffer. Newspapers, maga-

zines and business papers form a con-

tinuation school which affects throughout

life the graduates of every other educa-

tional institution, be it common school or

university. As is the press, so will be

society.

Observance by journalists, then, of the

highest ethical standards is an impera-

tive social necessity. There have always

been sound rules of journalistic conduct,

unformulated, seldom loritten, that have

guided the best of our newspapers and
magazines. The wide confidence which

these journals enjoy is evidence of the ex-

tent to which they have lived up (o high

principles. On the other hand, there

have been serious lapses.

It is uyith the purpose of cleaning up
the sore spots, of raising the good to the

level of the best, that we find in different

parts of the country efforts toformulatethe

journalistic conscience into codes. Some

of these efforts are set forth in the articles

by Dean Allen, Mr. Norris and Mr. Hill.

Primarily, a code is a means of in-

ternal professional discipline for each

group. We must be our own judges.

We must shame the violators and help

reform habitually offending papers.

But a code has a secondary value. It

enables a profession to justify itself to the

public. House-cleaning cannot go on
without some evidence of it coming to

public knowledge. Then will ensue con-

fidence; esteem will replace the distrust

that may now exist.

Codesalone—mereexpressions ofsound

standards of practice—will do some
good, but to be of full value they must be

accompanied by machinery for their en-

forcement and punishment for their vio^

lotion. The medical profession enforces

its codes through the county medical

societies; the legal profession, through the

state bar associations. There is need in

the journalistic world of an organization

or organizations through which the social

responsibility of journalists can find ex-

pression. Here and there are state as-

sociations of newspaper men and local

clubs. The business paper editors have

their organizations. Is the time not ripe

for an Institute of Journalists which will

carry the banner of high purpose for the

whole profession and stimulate the organ-

ization offunctioning subsidiary or affili-

ated bodies in every part of the country?

With the heavy responsibility resting

on journalists, a responsibility of supply-

ing mentalfood and guidance to millions,

a responsibility of teaching the entire

people, can journalists afford to do less

than bind the whole craft together for the

erection and maintenance of high stand-

ards?
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The Social Value of a Code of Ethics for Journalists

By Eric W. Allen
Dean, School of Journalism. University of Oregon

RECENT criticisms of the Ameri-
can newspaper, sweeping and

condemnatory, of which Mr. Upton
Sinclair's Brass Check may be taken as

the extremest example, ignore so many
factors in the social problem of the

press, in its past, in its present, and in

its future, that the final result is much
heat without any appreciable light.

Yet the questions Mr. Sinclair

attempted to raise, and failed to raise

in any effective way in the mind of the

profession because of the intemperance

of his methods, are important ones and
worthy of study. An educated and
idealistic newspaper writer, employed
by one of the leading New York
dailies, suggested to the writer that

Mr. Sinclair's book was important

enough to deserve—^what? Not con-

futation, but rewriting by some careful,

independent, trained investigator, who
could work without excitement, who
would accurately define all his terms,

and guard and support every general-

ization with adequate documentation.

For it is the generalizations in the book
that are important if true, and in so

far as they are true.

Fresh from a rereading of Mr. Sin-

clair's eloquent Philippic it was the

privilege of the writer to serve as host

to a hundred responsible newspaper ed-

itors, most of them newspaper owners,

representing very nearly all the larger

papers of one of the western states.

They had travelled, some of them, hun-

dreds of miles to be present at a two-

day session at the School of Journal-

ism of their state university for the

discussion of newspaper problems.

Nor had these discussions to do prin-

cipally with advertising rates, wire serv-

ice, charges for job printing, or wages.

The point of most intense and general

interest in the conference was the adop-

tion of a code of ethics for journalism

which has since been described by the

Editor and Publisher of New York, a
leading professional magazine, as strik-

ing "the highest note that has been
sounded in American journalism."

This code was passed unanimously, and
a subsidiary motion was passed that it

should be given fullest publicity in

order that the public may "check us

up if we fail to observe it."

Salvation of the Press with Its

Own Personnel

The writer sat where he could see

the faces of these men; their records,

their successes and their failures he
had observed for years; he knew the

spark of genius here and perhaps the

mental limitation there. With many
he had been asked to consult in times

of personal crisis and honest doubt.

Then came to his mind the picture of a

debased press, so fervently presented

by the college professors, the sociolo-

gists, the free lances, of whom Mr.
Sinclair is only one,^—the picture of

slavish repression, malicious careless-

ness, conceited ignorance, and content-

ed corruption—and the thought came
to him that the salvation of the Ameri-

^ No slur is intended upon the report of the

Interchurch World Movement on conditions in

Pittsburgh. This document is of a different

type and calls for a reasoned answer from those

who feel aggrieved; clamorous counter-propa-

ganda and charges of sedition are aside from
the point. The reaction of the press itself to

the report is shown on pp. 311 and 312 of

Public Opinion and the Sted Strike. Harcourt,

Brace & Co., 1921.
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can press is with these editors more
than it is with those critics; that the

critical picture is overdrawn and lacks

perspective and proportion.

The most virulent critics of the

press as it exists do not deny the pres-

ence in the working personnel of the

profession of a tremendous element of

good will, character, technical knowl-

edge, and aspiration for social improve-

ment. The most satisfied of the

newspaper's defenders—and there are

many who point with pride to the con-

trast its present condition makes with

its often erring past—cannot overlook

the imperfections of the present and

the need for vigilant care lest progress

slacken and retrogression or decay set

in. He would be an incurable optimist

or a careless observer who would say

that the morale of the press has not

received grave wounds in the period of

the War and Armistice. Yet even

since 1914 certain constructive changes

have been initiated within the body of

the profession itself that may ultimate-

ly far outweigh in effect the degenera-

tive influences of the orgy of hatred,

narrowness and propaganda. Some of

these will be specified later.

The modern press, as we know it, is

less than a hundred years old. Three

generations, in this country at least,

have witnessed nearly the whole of the

evolution of the journalist, the man
who regards the gathering, presenta-

tion and interpretation of the news of

the world as a science and an art, and
its practice as a profession. Before,

say, 1830 we have in journalism only

the psychology of the pamphleteer and

the politician applied through one of

the collateral activities of the job

printer. Even today a careless ap-

prentice system furnishes nearly all the

training for what must become, in any
really well-ordered system of society,

one of the most learned and scrupulous

of the higher professions.

The problems of journalism can

never be disconnected from the dilem-

mas that confront society as a whole

and every newspaper office decision

arises in some way from and has a

reactive effect upon economic and
social forces that play upon the com-
munity at large. In a perfect society

good journalism would be easy. Yet
he who proposes to reform society as a

necessary precedent to developing a

better journalism is lost to all sense of

proportion; the very function of good
journalism is to work toward a better

society; the newspaper is to be justified

as an instrument and not as an end.

To wait for society to demand better

newspapers is to wait too long; be-

sides, there are more signs of hope

within the profession itself than are

yet to be observed in the effective de-

mand of newspaper patrons, subscrib-

ers and advertisers—society.

Newspaper Publishers of Today

The newspaper publishers of today

are men of varied origins and training.

Many began their careers as printers;

others inherited or invested in news-

paper properties. The advertising

solicitor, the circulation man, the

newsboy, the oflfice boy, the printer's

devil, have developed into controllers

of policy as frequently as the man who
served his apprenticeship, such as it

was, in the gathering and writing of

news. An acute business judgment is

a more uniform characteristic than any
familiarity with the social effects of

journalistic policies. Yet it is this

personnel that is the strongest force

behind the effort to raise journalism to

a position as one of the learned and
scrupulous professions. It is these men
who are the backers of the new schools

of journalism and it is they who en-

courage the teachers of journalism to

criticise freely, to set up such ideals as

they are capable of conceiving and
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presenting, to face the facts of the

situation and to seek ethical solutions.

The sons of such men form a large

portion of the student bodies of the

better schools of journalism which have

been established in the last dozen

years.

These, too, are the men who, in

many of the western states, gather

year after year in their state universi-

ties in ever increasing numbers to

discuss professional problems with

each other and with the faculties and
students of the schools of journalism.

It was such a body of men that adopted

the Kansas Newspaper Code in 1910,

and such a body that decided to make
clear to the public a rather definite

statement of their professional prac-

tices in Oregon in 1922.

It is becoming old-fashioned in such

meetings to deny that there is room for

further progress in journalism, or that

study of newspaper problems may be

of some effect. The old tendency to

resent and sweepingly repudiate any-

thing said in criticism of the press is

disappearing from the newspapers

themselves. The old-time editor not

only did this but did it in such a way
as deeply to wound the spirit or repu-

tation of the person who dared to

criticise.

Social Need for a Clarified

Code

The old theory—^for public con-

sumption—^was that all newspaper
men, without taking thought, naturally

from the first day of their careers

mystically knew all the ethical implica-

tions of their acts.

"The very fact that it becomes
necessary to publish a definite code of

the ideals to which most journalists have

subscribed from the day they entered the

profession," says Henry Ford's Dear-

bom Independent, "is proof that some-

where all is not as it should be." The

premise and the conclusion of this

reasoning both seem to be that perfec-

tion has not yet been obtained; which
is correct, but the italicized words
picture a miracle that has not happened.

The New York Times, in the more
light-hearted of its editorial columns

—

"Topics of the Times"—takes much
the same stand, narrowing the accusa-

tion down to the Oregonians whose
adoption of a code calling for papers to

be conducted, says the Times, "as
reputable papers have always been"
is characterized—light-heartedly—^as a
confession of past wickedness. Light-

hearted, too, was the Times in violat-

ing three or four sections of the code by
stating out of its own inner and in-

correct knowledge that the Oregon
document was not written "by a
newspaper man or even a journalist."

The written code is an instrument of

education. It is not a confession of

wickedness nor is there anything

light-hearted about it. Its function

is to make clear not only to the univer-

sity trained neophyte but to the un-

trained man in the profession, to the

critical public and to the publisher

himself the premises and the type of

reasoning upon which newspaper de-

cisions must be based and upon which
erroneous decisions are rightly to be
criticised.

The reasons behind newspaper de-

cisions are not, upon the whole, well

understood by the public. Many a
conscientious act, public spirited in its

intent, is interpreted as wanton cruelty

or sordid sensationalism, or attributed

to commercial motives. On the other

hand, many a publisher utterly mis-

takes what the public interest really

demands, or even acts upon incentives

which he regards as legitimate but

which sound principles of journalistic

ethics should forbid.

If any body of thought ever de-

manded clarification, systematization.
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and logicar analysis, it is that of the

ethics of journalism. The "codes" so

far formulated, are only a basis—^a

sound basis, it is to be hoped—^for much
further study and discussion, leading

finally to treatises, much more com-
plete, upon the actual practices ac-

cepted by the profession.

Ethical Dilemmas of the Working
Journalist

A few problems, easy perhaps to

closet philosophers, but still extremely

puzzling to the working journalist, may
be cited to demonstrate the need of

ethical study and teaching.

What is the highest duty of the press

in time of war—^a great war, believed

to be a righteous war, a war dangerous

to the very existence of the nation?

"Tell the unvarnished truth as I see

it," replies one, and if he sees the truth

in unpopular aspects he loses his paper

and perhaps his liberty. "Anything
to help win the war," says another

extremist. Most editors in the last

few years have stood on middle ground,

some toward one limit and some toward
the other, leaving the public confused

as to what to believe in the papers, and
more than ever inclined to doubt the

integrity of the press.

The Oregon Code, like all the journal-

istic codes published to this time, is

emphatic throughout in its emphasis

upon the importance of telling all the

truth; yet the qualification enters in-

conspicuously in various connections

that "if the public or social interest

demands"—decidedly not the per-

sonal or commercial interest of the

publisher or editor—suppression is

allowable.

What does this mean?
What does it mean in case of a

second-rate war, or a third-rate war
with Haiti or Santo Domingo? What
does it mean in such a struggle as that

in the northwest in which the Non-

Partisan League is involved ? Or when
communism threatens what most edi-

tors consider the social and public

interest? Even the struggle between
parties, far less bitter than of old, may
still supply honest editors with doubts.

The editor's conception of the "public

or social interest" is an element that

it seems dangerous to leave in the code

or to take out. Is it, after all, or will

it in time become, his duty to tell the

truth though the heavens, in his judg-

ment, will fall?

A code must not legislate. There is

no organized body in journalism that

has sufficient prestige to speak for the

profession or greatly to influence its

practices. Yet newspapers vary from
the honest and courageous to the su-

pine, and a code can set as a minimum
the best practices of the profession, and
as the optimum the state of perfect

knowledge, perfect good will and per-

fect courage. And in both its aspects,

the disowning of inferior practices and
the setting up of an ideal, the code can

become a constructive influence in the

profession.

The editor's belief as to what con-

stitutes "public and social interest"

can be affected only by the gradual

moralization and rationalization of all

society, by education of the young
newspapermen and by logical criticism.

For his informed judgment no written

rule can be substituted. But more
truth and much less concern with im-

mediate results seems to be the path

of progress.

If a code could legislate, there is one

problem of modern journalism, greatly

intensified since the War, upon which a

code maker would be tempted to try his

hand. It is serious enough, perhaps,

to attract the interest of the state, but

there is little probability that any
existing legislative body would adopt

sound views upon the subject. It is

that of propaganda.
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The Day of the "Promotion"
Agent

The despised "press agent" of an

earlier day has developed first into

the "publicity man" and then into the

"promotion" expert. Now he often

bears a still more dignified title. He
is, perhaps, in a large corporation a

fourth vice-president; in politics he is

paid with tax money as "secretary" to

this or that oflScial or "assistant secre-

tary" in some department; he thrives

independently as an "agency"; in

large organizations he often multiplies

into a department; in some scores of

universities he is camouflaged as "presi-

dent's secretary" or as "professor of

journalism," with duties to practice

the lower functions of the profession

rather than to teach the higher. His

name is Legion. He was formerly a

newspaper man, and a good one. He
left the profession for a higher salary

than he was earning as reporter or

copy editor. The increasing power

and prestige of the "promotion" in-

dustry helps to anesthetise the wound
to his professional conscience and pride.

As a trained newspaper man he needed

no written code to tell him that it was
wrong to sell his pen and to write news

for the public imder the censorship of a

private interest.

He is a real problem; scolding will

not eliminate him. He is respectable.

After a course in sophistry, necessi-

tated by his self-esteem, he comes

to regard himself as ethical, and his

own careful statement of his functions

exhibits him as a useful member of

society. He worked for the govern-

ment and helped win the War. News-
papers reject the great bulk of his copy,

but apparently they accept enough of

it to justify his existence economically.

No section of the Oregon Code has

aroused . so much discussion as the

following sentence:

We will not p>ermit, unless in exceptional

cases, the publishing of news and editorial

matter not prepared by ourselves or our
staffs, believing that original matter is the

best answer to the i>eril of propaganda.

Without the saving clause "excep-

tional cases," this rule would be as

futile as King Canute sweeping back
the tide. A great many cases are

"exceptional" to this rule in average

newspap>er practice the country over.

Not only is much of the most able and
most highly paid journalistic talent of

the country working today on these

"exceptional cases" for private inter-

ests but the newsystem, that has grown
so great since the War demonstrated
the eflBcacy of organized propaganda,

has obtained nearly exclusive control

of much of the most important news
matter, and has nearly shut out the

professional journalist from many of

its sources.

No more than any other tradesman
does the promotion agent live by his

vices. He is strong because of his virtues.

The news he writes he writes well.

He is well trained ; he has every reason

for exercising great care in his work.

He has sympathetic access to the prime
movers in the events he records; he
fortifies himself by reference to docu-

ments; he has greater leisure than the

reporter and often devotes it to a sound
study of his specialty. His employers

value his work because it is more ac-

curate, fairer (especially to them) than

the articles that used to appear as the

result of their verbal interviews with

reporters, and because his articles, after

they are "WTitten, can be examined and
perfected before publication.

Social Implications of the
Promotion System

Therefore the powerful men of the

community prefer to speak through

their promotion agents and, as a

corollary, no longer submit with the
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old freedom to the interviewing of the

journalist. "There is my prepared

statement; I have nothing more to add.

If you have further questions to ask,

leave them in writing and we will

supply you with a supplementary

article."

The social implications of this new
system are serious in the extreme.

The professional journalist is cut off

from much of the most important and

difficult work of his profession. He
loses the stimulus that comes from the

necessity of careful research in dealing

with the more complicated sort of news.

He has lost this important function

partly because he did not learn to do

it well, because he often preferred

"features" to facts, because he some-

times wanted only a "good story,"

careless of the consequences to those

most concerned, because he so fre-

quently left the person who submitted

to his questioning in a state of anxious

and fully justified doubt as to the use

that was to be.made of his words.

But only partly. Powerful indivi-

uals never like to be cross examined,

and now they have largely exempted

themselves from the questioning minds

of the reporters who, with all their

faults, represented the point of view

and, as best they could, the interests of

the public. Much that happens in

these days is presented to the public in

the words of the actors or their satel-

lites, without evaluation through the

mind of the professional journalist.

Whole sections devoted to the auto-

mobile industry, columns of theatrical

"notes" and even "criticism," book

"reviews," much industrial, financial

and real estate "news," college and

university items, stories of organized

uplift movements, and a considerable

body of political and administrative

news from governmental centers are

furnished to the press in the form of

publicity "handouts." Papers use

varying amounts, some very little;

some freely. All is more or less biased

by private interest.

The Business of a Written Code

The publication of a written code
brings such questions as this to the
forefront of discussion. They become
more likely to receive thoughtful con-

sideration. Perhaps the answer to this

one—the problem of propaganda—will

not be the elimination of the promo-
tion agent; perhaps the best immediate
step will be a practice of plainly label-

ling all such matter with its origin and
the character of its authorship; it

would seem that fairness to the public

could scarcely do less.

Economic laws are behind most of

the tendencies of present day journal-

ism. The public is not willing to pay
the newspaper for studious and un-

biased and laborious researches into

public and business questions while

the private interests concerned are

willing to relieve the newspapers of

this expense for the apparently trifling

privilege of editing the copy from their

own point of view.

Police news and scandal, again, are

cheap and easy to get. The officers of

the law and the courts, paid by the

state, assume most of the expense of

gathering the facts. A single reporter,

stationed at a strategic point, can col-

lect columns of readable news of this

kind in a single day, while the economic

reporter engaged on an industrial item

might require greater ability and train-

ing and yet have to work weeks upon a
single article. The tendency, there-

fore, can scarcely be ignored to let in-

dustry and government assume the

burden of the more expensive investi-

gations, while the reporter employed
by the newspaper concentrates upon
the most productive matter—^the cheap

stuff.

If the public can be educated—and
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it can—to like the latter (routine

superficial sensationalism) and to ac-

cept the former (news requiring re-

search) in its new predigested form

together with the little pinch of poison

the press agent inserts, we have the

beau ideal of gutter journalism.

The business of a written code is to

point out to all concerned that there

are deep social reasons why such

tendencies must be resisted. Beyond
the making clear of causes and results,

ethics, as a science, does not go. From
that jK)int good will and clean intent

must take hold; if these do not exist

society is in a parlous state.

The Oregon Code

The Oregon Code, reprinted on page

283, was written in acute awareness

of the actual conditions existing in

the profession. It is complete only

in the sense that the author of the

code was conscious and deliberate in

what he was leaving out as well as in

respect to what he was putting in.

Intra-professional relations are not

treated at all; the code studies only

the relation of the newspaperto society.

What freedom of action an owner owes

to an editor or an editor to a subordi-

nate; to what extent the business

office may advise the professional de-

partments, and what attitude the

latter may assume toward the business

problems of the publication are entered

into not at all. The Oregon Code is

addressed to the responsible controll-

ing power in the newspaper office;

whoever may be in control, in general

or in a particular matter, these are the

principles he should follow.

Proposal and Adoption

To an unusual degree, also, the

Or^on Code is, in its own state, a
declaration by, as well as for, the con-

trolling element in journaUsm. The
adoption of the code w^ decided upon

by the Oregon State Editorial Associa-

tion in its annual session at Bend,

Oregon, in July, 1921. This body is

composed almost entirely of the owners

of smaller newspapers, most of them
weeklies or county seat dailies. The
proposal was presented to this body by
C. V. Dyment, a newspaper man of

many years' experience, who in 1913

became a professor in the School of

Journalism at the University of Oregon,

and who has lately, in addition to his

duties in the professional school, be-

come Dean of the College of Literature,

Science and the Arts. The Convention

commissioned Mr. Dyment, who was
the representative of the School of

Journalism at the meeting, to take

charge of dra\\ang up a code which

should lay the emphasis not upon such

matters as the maintenance of rates,

etc., but upon the ethical relation of

the newspaper to the public. He was
instructed to report at the winter

meeting of the Oregon Newspaper
Conference at the School of Journalism

at Eugene, a larger body which includes

besides the membership of the State

Editorial Association strong represen-

tation from the state metropolitan

papers.

Mr. Dyment first laid his code before

the faculty of the School of Journalism,

and then before the annual Conference

which, as it happened, was the most
representative body of newspaper men,
both employers and employes, that had
ever assembled in Oregon. All the

Portland dailies were represented,

nearly all the dailies in the state, an
unusually large proportion of the

weeklies, and a good scattering of the

trade and class journals. In most in-

stances the papers were represented by
their controlling authorities in person.

Character of the Code

The strength and the weakness of the

Oregon Code can be expressed in the



Social Value of a Code for Journalists 177

same sentence : It consists in a declara-

tion of principles upon which virtually

all experienced and conscientious news-

paper men say they agree. It is chary

of either prescribing or condemning
concrete practices. Under this code

practices will differ, for editors will

apply these principles differently.

This can be illustrated from Section

III, of the Code, "Justice, Mercy,
Kindliness" (page 284). Here Rules

11, 12, 14 and 15 will in actual oflSce

practice come into conflict almost daily

with Rule 13. Rule 13 means that the

friend must be treated with the same
cruelty with which the friendless

stranger is treated; that the eminent

citizen and wealthy advertiser has no
more right to privacy for his misdeeds

than the resourceless stranger within

the gates; that the tortured applicant

who comes in person to beg the editor 's

mercy may not have it unless the paper

policy is equally merciful to all. Or, to

put it conversely, the stranger is en-

titled to the same kindliness and mercy
as the friend, the poor as the influential.

Such a code as this, setting forth

principles rather than practices, can

scarcely be "enforced" in American
journalism as at present organized.

However, it is expected by the State

Editorial Association to have some
"teeth" and possibly to effect some
changes in the profession. In the first

place, the public is taken into the con-

fidence of the papers. The School of

Journalism, by request, has printed

conspicuous wall cards in two colors,

two feet by three, in which form the

code will be displayed in the various

newspaper offices where the public and
any complaining members of the public

may see it. The State Editorial

Association, also, has had stereotype

plates made which are being sent to

each paper in the state to make practi-

cable the publication of the code in full

by all the papers, Many of the papers

la

in the larger cities printed the code

without waiting for this assistance.

Application of Its Principles

The first section of the code, "Sin-

cerity; Truth" (page 284), disowns all

sophistries, and, in effect, pledges the

paper that prints the code or displays

it in the office to an observance of its

principles. It "interprets accuracy

not merely as the absence of actual

misstatement, but as the presence of

whatever is necessary to prevent the

reader from making a false deduction."

It also accepts the duty of openly

acknowledging error. The reluctance

of newspapers to retract erroneous

statements and opinions in any whole-

hearted way has an interesting history

reaching back to some not ignoble

English precedents of a hundred years

ago, but under American laws and con-

ditions today, remedy through the

court is not adequate, and refusal to

make a willing and wholehearted re-

traction is often only stubborn mean-
ness. This the Oregon editors disown.

Care; Competency; Thoroughness

Section II,. "Care; Competency;
Thoroughness" (page 284), has more
in it than appears at first sight. It is,

in a way, a mandate from the press to

the Oregon School of Journalism to

regard joiu-nalism "as a learned pro-

fession." This is not the way his

vocation is regarded by many a re-

porter today, as anyone familiar with

the American press well knows. Little

midnight oil is burned in the study of

the arts and sciences, or the funda-

mentals of sociology, economics, poli-

tics or religion by many reporters.

Unlike the young ambitious lawyer or

doctor, the reporter does not usually

believe that success in his profession

depends upon any intellectual effort

aside from performing the tasks of the

day; with the result that in many
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instances he does not attain a high

degree of competency—or reward, for

that matter. What university in-

struction and guidance in this respect

can accomplish, the next twenty years

will tell.

Moderation; Conservatism;
Proportion

Section IV, "Moderation; Conserva-

tism; Proportion" (page 285), is ex-

pressed in general terms, but it is not

so moderate or conservative as it looks.

Its meaning is clear. It declares

against a certain type of newspaper

well known especially in the larger

cities of the country. It is hard to see

how a typical "tabloid illustrated," or a

street sale thriller, issuing a new edition

every fifteen minutes with the latest

item shouting down the more important
news of half an hour before, could live

under this rule. One Oregon news-

paper, with admirable honesty and
straightforwardness, entered a "reser-

vation" against those parts of the code

which might be understood to militate

against efforts at direct leadership and
the emotional concentration of public

attention upon even minor evils until

they are corrected. The case for the

more fanatical sorts of journalism is, in

fact, arguable if the paper is sound at

heart and incorruptible and is actuated

by a sound principle; but the Oregon
editors have definitely declared for a

more philosophical and proportioned

presentation of news and opinion. As
a matter of fact, Oregon is a state

characterized by an almost entire ab-

sence of sensational journalism; and it

is not greatly the loser by this fact.

Partisanship and Propaganda

Section V is devoted to "Partisan-

ship; Propaganda" (page 285). Small

countries like England and France,

with dozens or scores of papers printed

in a centrally located metropolis and

equally accessible throughout the

country on the day of publication or the

next morning, can afford a partisan

press or special papers adapted to

various social groups or classes. Such
an arrangement has certain advantages

of its own. But in America geography

decrees that two or three papers must
serve the entire population of a given

area, rich and poor, ignorant and edu-

cated, Democrat and Republican,

coarse and refined, conservative and
radical. The American journal there-

fore is too much like a public service

corporation to make partisanship, in

the news at least, permissible. It is

the American newspaper that has

developed the "non-editorial" method
of telling news facts, and which is

struggling toward an unpartisan way
of selecting news and governing empha-
sis

—

a. much more diflScult matter. It

is for this attempt that the Oregon
papers have declared themselves. As
for propaganda, it is a snake that must
somehow or other be scotched, or it

will choke out much of the best op-

portunity in the profession.

Public Service and Social Policy

Section VI, " Public Service and So-

cial Policy" (page 285), does not deny
that the determination of "what the

public wants " is and ever will be one of

the great and puzzling problems of the

journalist, but it does deny that the

gratification of the public's whims is

the foundation or only principle of

journalism or that the newspaper edi-

tor is a mere merchant of information

and entertainment. The public must
have the facts; it must not be fooled or

enticed to what the editor regards as

right action; it must receive no prettier

picture of the world than the facts

justify; it is entitled to receive from the

newspaper the factual basis on which
it may, if it will, form opinions different

from those of the editor, but the rules
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of decency and good taste are not

abrogated. It is just as well, however,

that this rule is not capable of explicit

statement;, papers ought to continue

to differ as to what "social policy"

prohibits and as to what complete

frankness demands.

Advertising and Circulation

Section VII, "Advertising and Cir-

culation" (page 286), does not adopt

the policy widely advertised by some
Eastern publications of guaranteeing

every statement made and every

article offered in the advertising pages.

Such a rule implies vast facilities for

investigation. It does promise, how-
ever, that all matter will be barred

which the publisher believes harmful

or intended to deceive.

A recent questionnaire sent out by
the School of Journalism revealed that

a considerable number of Oregon
publishers are already excluding from
their advertising pages considerable

classes of copy. Some accept no oil or

miningpromotion schemes exceptwhere

production is already established; some,

nothing speculative; some bar all

medicines to be taken internally ; some
exclude cigarettes and one or two, all

forms of tobacco. Many stated that

they took no advertising which they

believed fraudulent or harmful—the

rule since enacted into the code. These
facts illustrate some of the diflSculties

that await the future author of a code

which shall be explicit as to practices

and which will not, like the Oregon
Code, rest content with principles.

There are mining and oil prospects

which by reason of their location and
management are good speculative in-

vestments; there are some internal

remedies which—^while they may work
evil by postponing the needed visit to

the doctor—^are useful and harmless;

and many think tobacco is one of the

blessings bestowed upon man by a

kindly Providence.

But conscience is alive in the news-

paper profession; the writer knows
many,many newspapers which sacrifice

and have sacrificed profits to principle;

and the establishment of a code is a

step in the already active mobilization

of the constructive ethical forces in

journalism.

The Practice of the Kansas Code of Ethics for

Newspapers

By Alfred G. Hill
Lawrence, Kansas, sometime reporter on certain Kansas daily papers and on the Public Ledger

of Philadelphia

THE "Code of Ethics for News-
papers" was adopted by the Kan-

sas Editorial Association March 8,

1910, thus making it one of the earhest,

if not the earliest code of its kind

adopted by a state association. The
Code was largely the individual work
of the late W. E. Miller, a country

editor living at St. Marys, Kansas.

It represented years of thought and

much work on the part of Mr. Miller,

whose interest continued until his

death two years ago, and who followed

closely the gradual advance made in

newspaper standards.

An important contribution of the

Kansas Code outside of the state has

been the stimulating of other state

associations and organizations to adopt

codes which are beneficial, to say the
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least. In this article, the Kansas
Code, which is still presumably the

standard for Kansas publications, will

be considered by sections in relation-

ship to its effect on Kansas newspapers

after twelve years.

As an early code there are necessarily

imperfections, and it is significant that

in a number of cases present accepted

standards have advanced beyond the

standards outlined by Mr. Miller in

1910. Miss Ruth Armstrong, a gradu-

ate in the University of Kansas De-
partment of Journalism, who is pre-

paring her thesis on "The Ethical

Responsibility of the Newspaper,"
states, however, that the Kansas Code
is more comprehensive than many of

the codes adopted by other state

editorial associations since 1910. The
writer is indebted to Miss Armstrong
for much information on which com-
ment regarding the Kansas Code is

based.

As interesting as the Kansas Code,

is the discussion and argument printed

by Mr. Miller at the time of the Code's

adoption. Mr. Miller saw in the

efforts then being made in Congress to

restrict postal rights of newspapers,

an indication that newspapers were
guilty of offenses against public inter-

est. He outlined these offenses under

three headings: (1) influencing reports

to serve the interest of larger ad-

vertisers; (2) influencing reports to

serve political ambitions; and (3)

offenses against the sensibihties of more
enlightened people while influencing

the reports to sate the morbid ap-

petite of those less enlightened.

Mr. IVIiller called attention to the

presidential message of George Wash-
ington advocating the transmission

of newspapers and periodicals through

the mails free of postage. Washington
held that such publications were

public utilities "because they were

calculated to preserve the liberty.

stimulate the industry, and meliorate

the morals of an enlightened and free

people."

"The sensational journalism and
large advertising interests of today
were unknown then," Mr. Miller

said. "The former does not meliorate

the morals of the people, and the

latter does not tend to the preservation

of their Hberties." Mr. Miller urged

that the postal restrictions were the

natural result of newspaper policies

that tended away from public inter-

est. He advocated self-control of

newspapers by the publishers them-
selves along the right lines to prevent

governmental restrictions. The Code
was offered as a standard of guidance.

"I do not anticipate that such a

code would be practised to the letter,"

Mr. Miller explained. "In our case

we have no power of enforcement and
want none.

"We might have a state board of

press discipline whose members are

selected by this association, and who
are empowered by statute to hear

complaints and try offenders, but such

a board is, like legal or postal inter-

ference, subject to very serious ob-

jections. We would better obtain the

desired results by recommending that

our state department of journalism

imitate the example of that famous
institution, Fordham University, which

was the first law school in the land to

offer a course in professional ethics,

and urge that our University school

take advantage of its fine facilities and
offer a course in newspaper ethics."

Since that time, newspaper ethics

has become a regular subject in the

Department of Journalism of the

University of Kansas in the course,

"Newspaper Problems and Policies."

The Kansas Code is in two general

divisions: first, for the publisher;

second, for the editor. Under the

heading, "For the Publisher," there



The Kansas Code of Ethics for Newspapers 181

are four general headings to cover

advertising, circulation, estimating

(every small Kansas newspaper oflBce

has its job shop), and news (news under

this heading being considered from the

publisher's standpoint). The code for

the editor is briefer and deals largely

with the presentation of the views of

the editor. The Code will be given in

full with discussion of its effect and

actual practice following each general

division

:

For the Publisher

IN advertising

Definition. Advertising is news, or

views, of a business or professional

enterprise which leads directly to its

profits or increased business.

News of the industrial or commercial
development of an institution which in

no way has a specific bearing upon the

merits of its products is not adv^ertising.

Beside news which leads to a profit,

advertising also includes communica-
tions and reports, cards of thanks, etc.,

over the space of which the editor has
no control. Charges for the latter

become more in the nature of a penalty
to restrict their publication.

Responsibility. The authorship of

an advertisement should be so plainly

stated in the context or at the end that
it could not avoid catching the atten-

tion of the reader before he has left the
matter.

Unsigned advertisements in the news
columns should either be preceded or

followed by the word "advertisement"
or its abbreviation.

We hold that the publisher in no
degree be held responsible for the
statement of fact or opinion found in

an advertisement.
Freedom of Space. We hold the

right of the publisher to become a
broker in land, loan, rental and mer-
cantile transactions through his want
and advertising columns and condemn
any movement of those following such
lines to restrict this right of the pub-
lisher to the free sale of his space for the

purpose of bringing buyer and seller

together.

This shall not be construed to
warrant the publisher as such in

handling the details, terms, etc., of the
trade, but merely in safeguarding his

freedom in selling his space to bring the
buyer and seller together, leaving the
bargaining to the principals.

Our advertising is to bring together

the buyer and the seller, and we are

not concerned whether it is paid for

and ordered by the producer, the
consumer or a middleman.
Acceding to any other desires on the

part of traders is knocking the founda-
tions out from under the advertising

business—^the freedom of space. We
hold that the freedom of space (where
the payment is not a question) should
only be restricted by the moral
decency of the advertising matter.

We hold that the freedom of space
denies us the right to sign any contract

with a firm which contains any restric-

tion against the wording of the copy
which we may receive from any other
firm, evento the mentioning of the goods
of the first firm by name.

Compensation. We condemn the
signing of contracts carrying with them
the publication of any amount of free

reading matter.

We condemn the acceptance of any
exchange articles, trade checks, or

courtesies in payment for advertising,

holding that all advertising should be
paid for in cash.

We condemn the giving of secret

rebates upon the established advertis-

ing rate as published.

Rates. All advertising rates should
be on a unit per thousand basis and all

advertisers are entitled to a full knowl-
edge of the circulation, not only of the
quantity but also of the distribution.

Statements of circulation should show
the number of bona fide subscribers,

the number of exchanges, the number
of complimentaries, and the number
sold to newsdealers, and if possible the
locality of distribution, in a general

way.'

Position. Position contracts should

L
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be charged a fixed percentage above
the estabhshed rate of the paper, and no
contracts should be signed wherein a
failure to give the position required re-

sults in a greater reduction from the es-

tablished ratethan theposition premium
is greater than the established rate.

Comparison. We consider it be-

neath the dignity of a publisher to

place in his columns statements which
make invidious comparisons between
the amount of advertising carried or

the circulation of his paper and that of

his competitor.

Press Agents and Unpaid Advertising.

The sp)ecific trade name of an article of

commerce, or the name of a merchant,
manufacturer or professional man
With Reference to his wares, products,

or labors should not be mentioned in a
pure news story.

We condemn as against moral decency

the publication of any advertisement
which will Obviously lead to any form
of retrogression, such as private medical
personals, indecent massage parlor

advertisements, private matrimonial
advertisements, physician's or hos-

pital's advertisement for the care of

private diseases, which carry in them
any descriptive or suggestive matter of

the same.

Under the "responsibility for ad-

vertisements," the Code discusses two
important phases: First, there is the

matter of unsigned advertisements.

The Code declares unqualifiedly that

any matter for which payment is made,
shaU be clearly marked as such.

It is notable that there is no limita-

tion as to distinction in typography for

advertisements from news. Mr. IVIiller

in his printed article says: "I have no
objection to practically any method's

being used by the advertiser to induce

the reader to read his advertisement,

pro\'ided the reader leams before he is

through that it is an advertisement."

Many Kansas editors believe that

there is distinct room for argument on
this point. Also, it must be admitted

that newspapers in some instances are

careless in meeting the present legal

requirements that advertisements be

plainly marked or distinguished from
unpaid matter. On the other hand,

this carelessness is becoming less

noticeable and there can be no doubt

of the attitude of disapproval of the

practice of former years of carrying

"paid readers" as news matter.

The second phase of responsibilities

considered by the Code exonerates the

publisher from any degree of re-

sponsibility for statements in the ad-

vertisements. Since 1910 such pub-

lications as Good Housekeeping, the

New York Tribune and others have
assumed responsibility for statements

in their advertisements, and it has

been stated by representatives of these

publications that the practice of as-

suming such responsibility has been

good business from a practical stand-

point. The natural conclusion is that

a distinct step may be taken in advance

of the Kansas Code in regard to re-

sponsibility. In Kansas, no news-

papers, as far as the writer knows, so

obligate themselves.

The plank concerning "freedom of

space" has more to do with the

problems coming before a small-town

editor. It is noted that the only

limitation which the Code assumes as

to freedom of space is that of moral

decency in the advertising matter.

"In the case of many questionable

speculative propositions there may be

objection to this interpretation of the J

freedom of space," Mr. Miller states.
*

"Upon these I hold that the freedom

of space demands that we take the

money, print the advertisement, but

see that the copy is so worded that the

responsibility rests entirely with the

promoter. We do not run speculative

assurity associations to protect people

from their misjudgments," he con-

cludes.



The Kansas Code of Ethics for Newspapers 183

L

This statement is open to vigorous

attack. It is notable that very few

Kansas newspapers pubUsh advertise-

ments for wild-cat oil companies,

mining concerns, and the like. Re-

cently a Kansas City newspaper of the

lurid type has devoted a section to

speculative advertisements of doubtful

nature, but the disapproval of a

number of Kansas editors of such

advertisements has been stated pub-

licly. Kansas was the pioneer in

"blue sky" legislation. The State

Board passes on the right of promoters

to sell stock in the state and the rec-

ommendations of this board afford

guidance for newspapers in acceptance

and rejection of advertisements of

speculative nature.

A "touchy" case in regard to com-
pensation for advertising is taken up
in condemnation of the giving of secret

rebates. In the past decade the

small-town newspaper has made great

advancement in more businesslike

conduct of its business. No longer is

the editor who is willing to accept

potatoes for subscriptions considered

in good standing by his associates.

Another effect of the more businesslike

methods has been the standardization

of rates. The giving of secret rebates

(which 'newspapers condemn so vigor-

ously on the part of railroads) has been

lessened. The writer has personal

knowledge that this practice is con-

tinued to a limited extent by some
reputable newspapers, especially where
competition is severe and pubhshers are

anxious to make a showing in advertise-

ments.

The condemning of advertisements

of doubtful decency is natural, and it

is in this phase of advertising that

probably the greatest advance has

been made since the publishing of the

Kansas Code, The so-called aris-

tocracy of Kansas newspaper men,
which makes up the most of the

Kansas State Editorial Association,

has contempt for the newspapers that

publish doubtful advertisements and
it must be admitted that an important

reason for advancement in this line

has been legal restriction.

For the Publisher

in circulation

Definition. Circulation is the entire

list of first-hand readers of a publica-

tion and comprises the paid readers,

complimentary readers, exchange
readers, and advertising readers.

Compensation. Subscriptions should

be solicited and received only on a
basis of cash consideration, the paper
and its payment being the only ele-

ments to the transaction.

Newsdealers. The purchase of a
quantity of papers should be made
outright, allowing for no return of

unsold copies.

Gambling. We condemn the prac-

tise of securing subscriptions through
the sale or gift of chances,

Complimentaries. Complimentary
copies should not be sent to doctors,

lawyers, ministers, postal clerks, police

or court officials for news or mailing

privileges.

Since the publication of the Kansas
Code, the federal government has been

putting into effect restrictions against

unlimited complimentaries and delayed

payments of subscriptions. The same
advance in business methods that has

taken place in newspapers of recent

years, has cut down the complimentary

copy evil, also, and limited investiga-

tion by the writer has failed to reveal

any newspapers that had officials on
its free list in return for special privi-

leges. An exception to this statement

must be made in regard to postal

clerks.

There is a special importance at-

tached to the statement in the Code
that subscriptions should be solicited

and received only for cash and that the
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payments for the paper be tlie only

element of the transaction. There are

a few Kansas newspapers which still

give premiums for payment of sub-

scription. This practice has decreased

materially, however, and the old-

fashioned newspaper subscription con-

test is also a rarity in Kansas.

Fob the Publisher

IN estimating

Definition. Estimating is the science

of computing costs. Its conclusion is

the price.

Basis. We do not favor the es-

tablishment of a minimum rate card

for advertising which would be uniform
among publishers, but we do favor a
more thorough understanding of the

subject of costs and commend to our

members the labors of the American
Printers Cost Commission of the First

International Cost Congress recently

held in Chicago. Let us learn our

costs and then each establish a rate card

based upon our investment and the

cost of production, having no considera-

tion for the comparative ability of the

advertisers to pay, or the semi-news
natiu-e of the advertisement.

Quantity Discount. We consider it

unwise to allow discounts greater than
10 per cent from the rate of first in-

sertion for succeeding insertions.

The material advance in the business

methods of computing possible costs

has been the result of self-interest on

the part of publishers; the Code, here,

is merely a statement in favor of

methods which will allow a fair profit.

Fob the Publisheb

NEWS

Definition. News is the impartial

report of the activities of mind, men
and matter which do not oflFend the
moral sensibilities of the more en-

lightened people.

Lies. We condemn against truth

:

(1) The publication of fake illustra-

tions of men and events of news

interest, however marked their similar-

ity, without an accompanying state-

ment that they are not real pictures of

the event or person but only suggestive

imitations.

(2) The publication of fake inter-

views made up of assumed views of an
individual, without his consent.

(3) The publication of interviews in

quotations unless the exact approved
language of the interviewed is used.

When an interview is not an exact

quotation it should be obvious in the

reading that only the thought and
impression of the interviewer is being
reported.

(4) The issuance of fake news dis-

patches, whether the same have for

their purpose the influencing of stock

quotations, elections, or the sale of

securities or merchandise. Some of

the greatest advertising in the world
has been stolen through the news
columns in the form of dispatches from
unscrupulous press agents. Millions

have been made on the rise and fall of

stock quotations caused by newspaper
lies, sent out by designing reporters.

Injustice. We condemn against

justice:

(1) The practice of reporters making
detectives and spies of themselves in

their endeavors to investigate the

guilt or innocence of those under sus-

picion.

Reporters should not enter the

domain of law in the apprehension of

criminals. They should not become a

detective or sweating agency for the

purpose of furnishing excitement to

the readers.

No suspect should have his hope of

a just liberty foiled through the great

prejudice which the public has formed
against him because of the press ver-

dict slyly couched in the news report,

even before his arrest.

We should not even by insinuation

interpret of facts our conclusions,

unless by signature we -become per-

sonally responsible for them. Ex-
position, explanation, and interpreta-

tion should be left to the field of the

expert or specialist with a full con-
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sciousness of his personal responsibility.

(2) The publication of the rumors
and common gossips or the assump-
tions of a reporter relative to a suspect

pending his arrest or the final culmina-
tion of his trial. A staff of reporters is

not a detective agency, and the right

of a suspect to a fair and impartial

trial is often confounded by a reporter 's

practise of printing every ill-founded

rumor of which he gets wind.
Indecencies. Classification: for the

sake of clearness and order, crimes

with which we will be concerned may
be divided into those which offend

against the Public Trust (such as

bribery, defalcation, or embezzlement
by a public oflficial) ; those which offend

against Private Institutions or Em-
ployers (which are also often defalca-

tions and betrayals of confidence) ; and
crimes which offend against Private
Morality most often centering around
the family relation.

(1) In dealing with the suspicions

against Public Officials or trustees we
urge that Only Facts put in their True
Relation and records be used in the
news reports.

(2) In dealing with the suspicions

against agents of private institutions

facts alone put in their true relation

should again be used.

(3) In dealing with the offenses

against private morality we should
refuse to print any record of the matter,
however true, until the warrant has

ft been filed or the arrest made, and even
1 then our report should contain only an
m epitome of the charges by the plaintiff
* and the answers by the defendant,

preferably secured from their respective

attorneys.

No society gossips or scandals,

however true, should ever be published
concerning such cases.

However prominent the principles,

offenses against private morality
should never receive first page position

and their details should be eliminated
as much as possible.

Certain crimes against private

morality which are revolting to our
finer sensibilities should be ignored

L

entirely ; however in the event of their

having become public with harmful
exaggeration we may make an elemen-
tary statement, couched in the least

suggestive language.

In no case should the reckless daring
of the suspect be lionized.

(4) Except when the suspect has es-

caped his picture should never be
printed.

Naturally the news element has the

greatest public interest.

In regard to the condemning of

untruthful statements, there has been

an advance since the adoption of the

Code. There is now practically no use

of fake illustrations and fake inter-

views. However, interviews are still

published in Kansas, just as in other

states, which violate the requirement

in the Code that only exact quotations

be used in quotation marks.

In the matter of injustice in the

handhng of news, the Code has a

comprehensive statement. I believe

that the small-town newspapers have
less of a tendency toward injustice in

forming public opinion regarding a
criminal than a large city newspaper.

I believe it fair to state that the effect

of the Code has been to call attention

of editors to their responsibility in the

matter of justice in a way that has

brought favorable results. The con-

demning of the practice of reporters'

making themselves detectives in con-

nection with criminal cases, is sweeping.

There are reporters who will justify

themselves in limited activities in

aiding the police in crime detection.

The Code discusses the matter from
the publisher's viewpoint, which calls

attention to an interesting comment
made by Governor Allen of Kansas,

who is proprietor of the Wichita

Beacon. In a recent letter to Miss

Armstrong, he states

:

It always remains a problem to secure

from one himdred individuals united in
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the preparation of a newspaper, the sort of

reaction that makes the paper an expression

of all you would have it be.

The human element in a newspaper

frequently prevents the living-up to

the Code, even though the publisher

so wishes.

There are members of the family of

reputable newspap)ers which do not

meet all of the requirements of the

Code regarding so-called indecency.

In the publication of uncertain crime

material it is doubtful whether much
progress has been made since the

Kansas Code was written. In the

opinion of the WTiter the rather upset

conditions following the War have

probably lowered standards of news-

papers. Two specific suggestions of

the Kansas Code are interesting: One
is that the picture of a suspect should

not be pubhshed except to aid in

apprehension; the other, that doubtfxil

crime material be kept off "page one

position" when published.

For the Editor

VIEWS

Definition. Views are the impres-

sions, beliefs, or opinions which are

published in a paper, whether from the
editorial staffs of the same, outside

contributors, or secured interviews.

A Distinction. We hold that when-
ever a publication confines the bulk
of its views to any particular line of

thought, class of views, or side of a
mooted question, it becomes to that
extent a class publication, and inas-

much ceases to be a newspai)er.

An Explanation. You will note by
our definition of news that it is the
impartial portrayal of the decent
activities of mind, men and matter.

This definition applied to class pub-
lications would be changed by replac-

ing the word Impartial with the word
Partial.

In this section we will deal with
Impartiality in the presentation of the

decent activities of the mind of the com-
munity—with the views or editorial

policy of a paper.

Responsibility. WTiereas a view or

conclusion is the product of some mind,

or minds, and whereas the value and
significance of a view is dependent
upon the known merit of its author

or authors, the reader is entitled, and
has the right to know the personal

identity of the author, whether by the

signature in a communication, the

statement of the reporter in an inter-

view, or the caption in a special article

and the paper as such should in no wise

become an advocate.

Influence (editorial). We should

avoid permitting large institutions or

persons to own stock in, or make loans

to our publishing houses if we have
reasonable grounds to believe that

their interests would be seriously

affected by any other than a true

presentation of all news and a free

willingness to present every possible

point of view under signature or in-

terview.

Influence (reportorial). No re-

porter should be retained who accepts

any courtesies, unusual favors, op-

portunities for self-gain, or side

employment from any factors whose
interests would be affected by the

manner in which his reports are made.
Deception. We should not allow

the Presumed knowledge on the part

of the interviewed that we are news-

paper men to permit us to quote

them without their explicit permission,

but where such knowledge is certain

we insist upon our right to print the

views unless directly forbidden.

Faith
,
toith Interviewed. An in-

terview or statement should not be
displayed previous to its publication

without the permission of the author.

Bounds of Publicity. A man's name
and portrait are his private property

and the point where they cease to be

private and become public should be

defined for our association.

The Kansas Code takes up a vital

problem for every editor. As a general
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rule the Kansas editor has made
favorable progress along the lines

outlined by the Code. The whole

matter of editorial views simmers

down to the personal responsibility of

the editor in charge to be the spokes-

man of public interest. The require-

ment of the Code that editors keep free

from financial influence is logical.

Especially is this true of a few of the

Kansas newspaper publishers and edi-

tors, as Mr. Miller was undoubtedly

aware. Scores of Kansas newspapers

have been financed by banks, some-

times to the embarrassment of the

editors, and some cities have been

fortunate enough to see two newspapers

as spokesmen for two opposing bank

factions. It is the natural desire of

every editor to become free from such

influence and this freedom is gradually

being achieved. Likewise, the better

class of bankers are realizing more and

more that their financial interest in the

newspaper does not carry with it the

right of editorial influence unless the

banker himself is the editor.

The statement of the Code that a

man's name and portrait are his pri-

vate property must meet limitations

from the newspaper man's standpoint.

The Kansas State Editorial Associa-

tion has not taken upon itself to define

the point at which the rights of the

ll
private individual to prevent publica-

tion of facts concerning him, extends.

Every individual has the right of the

protection of the law of libel against

injustice by a newspaper, but it is a

commentary either on the high stand-

ard of Kansas newspapers or the

inadequacy of the law that libel suits

are very rarely successful.

Individual planks of the Code from
the standpoint of the editor are un-

doubtedly violated; for example, re-

porters, to the personal knowledge of

the writer, are not immune from

special courtesies given by interested

persons with selfish interests. Part of

this is the fault of the publisher who
winks at such practices or pays a low

wage.

It is difficult to judge the influence

of the Kansas Code of Ethics except in

a very general way. It has had its

influence in the profession; it has

turned the thoughts of its practitioners

in the direction of the ethics to be

adopted in the conducting of their

business. On the other hand, the

Code, as a code, is not studied with any
frequency by individual editors and
publishers. Miss Armstrong, in con-

ducting her investigation, received

letters from scores of editors over the

country in answer to her queries. Six

of the most prominent leaders in the

Kansas editorial profession discussed

the ethical phase of their business

without mentioning specifically the

code which their editorial association

had adopted. However, the answers

stating the individual opinions of the

editors, lived up to, in every respect,

the requirements specified by the Code.

The statement by William Allen

White, publisher of the Emporia
Gazette, to Miss Armstrong is particu-

larly illuminating:

Generally speaking, I do not print any
advertising in the Gazette which I could not

personally guarantee. That means that

I won 't use any patent medicine, travelling

doctors, unregistered oil stock, or any
unregistered stock, travelling fire sales,

slaughter sales, and any sort of travelling

merchandisers, and I refuse to print any
advertisement to lure girls to the city for

employment. We also refuse matrimonial

agencies, and all that sort of thing. In the

news end we have just one rule; the sub-

scriber runs the paper and the advertisers

have no right the subscriber is bound to

respect, and in that way the subscriptions

are kept up and the advertiser, in the long

run, profits.
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The Ethics of Industrial Publishing

By Henry H. Norris
Managing Editor, Electric Railway Journal

WITHIN twenty-five years past

the publishing of that type

of class p>eriodicals known as indus-

trial papers has grown to be a business

of large proportions. While exact

statistics are not available, the volume
of annual business is at least $50,000,-

000 and more than 1,400 publications

are issued. These are mainly of two
varieties : trade or merchandising papers

and technical pap)ers, but there are

others of a more general character

while still lying within the industrial

field.

Peculiar Nature of Industrial
Publishing

The pubhshing of business papers

differs in many particulars from
newspaper publishing. While their

essential functions of gathering, dis-

seminating and interpreting informa-

tion are the same, the relation between

the publishers on the one hand, and
their subscribers and advertisers on
the other, is not the same. The in-

dustrial publication reaches a class of

readers who have special trade or

technical interests, and it serves them
along the lines of these interests. The
newspapers are addressed to readers of

many kinds and with a wide range of

interests. Every worthwhile indus-

trial publication, therefore, occupies a

position as teacher and leader to a
group of specialists, which is small in

mmiber compared with the subscrip-

tion lists of the newspapers and general

magazines of similar standing.

Because the clientele of the business

paper is small, the range being roughly

two thousand to twenty times that

number, the publisher and his staff

can maintain intimate contact with

their circle of readers. In fact, such a

relation must be maintained if the

efforts of their publication are to

succeed. He and his associates are

active and occupy leading positions in

the industrial organizations in the

field of their paper, and they spend

much of their time in visiting the

important centers of activity in their

specific industry. As a result they are

personally acquainted with large num-
bers of their subscribers, including prac-

tically all of those who are leaders of

thought and action among them.

The relation of the business paper

publisher to his advertisers is also an
intimate one. The publisher is in a

position to sense the marketing and
even the production problems of the

advertisers, due to the necessarily wide

scope of his vision of the particular

industry which they are trying to

serve with their products. He thus

can advise as to the form and matter of

advertising copy, as well as the general

features of advertising campaigns and
detail plans.

The intimate relation which exists

between the business paper publisher

and his clientele has rendered de-

sirable, and in fact necessary, a special

code of ethics to cover his case. Not
only is this true for the reasons already

explained, but also, and particularly,

because there is a close relation between

the editorial and advertising columns

of his paper. The editorial and ad-

vertising departments are fundamen-
tally addressed to the same people, for

the same purpose. This is to enable

the subscribers to do their work better

and more economically. Thus, when
a highway paper explains editorially

bow to build a satisfactory roadway,
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its advertising columns carry the

message of the manufacturers and
dealers who are prepared to supply the

apparatus necessary for the building

of a highway, of the engineers who are

expert in highway building, of book
publishers who issue treatises on high-

way construction, of contractors and
communities who require men to do

the higher grades of work in this field,

and many others who need to be

brought into touch with possible

customers.

Essential Independence of Edito-

rial AND Advertising Columns

This parallelism between the edi-

torial and advertising functions of the

business paper involves cooperation

betweenthe corresponding departments

of the paper, but not collusion for the

purpose of giving an advertising tinge

to the editorial columns. A danger

with respect to the latter does exist

and it is a serious one. The existence

of this danger has, in fact, been the

primary cause of the development of

a special code of ethics for business

pubhshers. And a further reason for a
code of ethics is that advertisers and
subscribers may know that the pub-
lishers adhere to high standards which,

among other things, prevent improper

use being made of the editorial columns.

Of course, the actual editorial

standards of reputable business papers

have long prohibited the insertion of

disguised advertising material such as

"puffs," "write-ups" and the like.

The terms connote to the editorial

mind a group of highly undesirable

types of article. However, all editors

have not applied the principle to an
equal degree and a few papers have
not appreciated the extent to which
their best success depends upon com-
plete independence of the editorial

and advertising columns. The papers

which have adhered to higher standards

I

have been in the majority for many
years, but they have not attempted to

formulate a code of principles until

within a few years past because they

have had no way of functioning as an
industry. The fact is that industrial

publishing has recognized itself as an

industry for less than two decades.

Before this, although individual papers

were provided to meet the needs of

different branches of industry, they,

like the branches of industry with

which they were identified, thought of

themselves as isolated units. Gradu-

ally, however, industry began to find

itself as a national affair and, under

the same centripetal forces which have

been drawing the several branches of

industry together, the related business

papers have been drawn together in

national organizations. These organ-

izations have been formed to assist

in the solution of common problems,

to enable the publishers to stand

together where their rights and privi-

leges were involved, and to permit the

codification of guiding principles which

will tend to elevate the standards of

service of industrial publications.

Two Points of View in Business
Publishing

One of the salient problems con-

nected with self-improvement in this

business has been to determine the

point of view from which industrial

papers should be published. One
might as well frankly face the fact

that there were, and are still, two
radically different points of view.

From one, industrial publishing is

considered primarily as a business,

the service feature being secondary or

incidental. The other point of view

is that in which the principal stress is

laid on service to the industry in all

its various phases, the advertising

being included as part of the service.

In this case, the profits of the business
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are considered somewhat of a by-

product, the conviction of the pub-
lisher being, however, that good service,

intelligently placed from the business

standpoint, will be sure to receive

financial reward. Essentially, these

two points of view in business pub-
lishing are the same as those which

are met in the individual citizen in

everyday life. After all, what the

publisher and the individual have to

sell is fundamentally service.

There is reason, of course, behind

both of these points of view, and there

is not so much difference between them
as might apf)ear at first sight. The
difference while small is, however,

vital. It is one of emphasis. Thus
the attitude of one publisher says, "the

profits first," even if his words are

different. That of the other says,

"the reader first," whether he sub-

scribes to a creed which formulates his

attitude or not. The latter is the

modern, progressive industrial pub-
lisher. He is the one who has been

forward in the movement to raise the

standards of the business.

From what has been said, the reasons

underljnng the formulation of " Stand-

ards of Practice for Business Papers" ^

may be inferred. As publishers got

together in their local and national

associations to discuss their problems,

they felt the need for some yardstick

by which to measure their own per-

formance along ethical lines. Their

idea was not to produce a police code

which would permit the bringing of

transgressors before the bar of in-

dustrial publishing justice, but rather to

draw an outline of what industrial

publishing is at its best. The "code"
has been accepted in the spirit in which

it was dra^vn and, in the opinion of lead-

ingpublishers inthisfield, is accomplish-

ing its piuTK)se. A glance through any
good industrial paper today will dis-

^ See Appendix, page 296.

close little material in the editorial

columns that bears the mark of dis-

guised advertising, and little in the

advertising pages that is extravagant

in claim or derogatory of competitors.

The Associated Business Papers,

Incorporated

So much by way of a background

for the "Standards of Practice." Let

us now examine briefly the organiza-

tion which is promulgating them, the

Associated Business Papers, Incor-

porated. This is the outgrowth of a

movement of the industrial publishers

to get together nationally, which in

1906 took the form of the Federation of

Trade Press Associations in the United

States. As the name of that organiza-

tion indicates, there were already a

number of local publishers' associa-

tions extant. These had been formed,

from time to time to bring together the#

men engaged in this branch of the.;

publishing business for the purpose of

exchanging views and experience, at

the same time enabling them to take a

united stand where such action would

be helpful to the industries which they

represented and to their own indi-

vidual industry as well.

At its annual convention in 1913

the Federation adopted a " Declaration

of Trade Press Principles," ^ ten in

number, which set forth frankly just

what business publishing was trying

to do and what the publishers believed

to be the essentials of good service.

Good service, the "Principles" stated

to be the basis on which every trade

pap)er should build its business. Such

was a beginning which led naturally to

the "Standards of Practice" which

were adopted by the Federation in

May, 1914, and were taken over by its

successor, the Associated Business

Papers, Incorporated. This, the

present association, was formed in

* Reprinted on page 295.
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1916, because the Federation proved

to be too unwieldy and loosely articu-

lated an organization for the purpose

of securing results in reasonable time.

The new association, however, built

upon the foundation laid by its

predecessor, and adopted as one of its

requirements of membership a policy

of strict adherence to the "Standards

of Practice." The association is not

yet all-inclusive by any means, but

this does not necessarily imply that

papers not included in its membership
are not willing to subscribe to the

"Standards of Practice." Most of

them, indeed, could easily satisfy the

association on this score. It is signifi-

cant, however, that a prominent

requirement for membership in the

"A. B. P." is acceptance of the code.

This fact gives to the code the weight

of authority and also establishes the

reputation of the Associated Business

Papers, Incorporated, as an organiza-

tion which maintains high standards.

In this connection it is interesting to

note that the British Association of

Trade and Technical Journals also

has adopted "Standards of Practice" '

which are fundamentally the same in

spirit as those of the American associa-

tion, although differing in phraseology.

This action of the British publishers

and the wording of their "Standards"
indicate that the problems of in-

dustrial publishing are much the same
on both sides of the Atlantic.

The "Standards of Practice"

The "Standards of Practice for

Business Papers" of the American
association are ten in number and
characterized by their bre\'ity and
practicality. They do not go into the

philosophy of their subject but are

confined to telling what to do under all

circumstances involving ethical con-

siderations.

' Reprinted in full on page 297.

The "Standards" begin with the

statement that the business paper is

to be published primarily in the in-

terests of the subscriber. This simple

principle will serve as a basis of settle-

ment of many of the trying problems

which arise in the business. While

the subscriber pays probably not more
than 10 per cent of the cost of issuing

the paper, the whole paper is addressed

to him. The advertiser is willing to

furnish the other nine-tenths of the cost

for the privilege of reaching him.

This money is well spent, for the

industrial paper reaches a definite

class of readers who are interested in

the product of the advertiser. The
circulation of the paper is selective, in

that the paper is subscribed for, and
read by people who are looking for

specialized information. Thus, while

in the editorial columns there is nothing

which savors of advertising, the edi-

torials and articles are directing the

thought of the subscribers along lines

which will make them interested readers

of advertising also, if they need

apparatus or service. In this way a

paper, while serving the reader first,

also serves the advertiser. And, ob-

viously, it owes service of the proper

kind to the advertiser who is paying

most of the bills.

The second of the "Standards"

calls for truth and honesty in all

departments. This may seem trite,

but the responsibility of a business

paper for the character of the state-

ments made in its columns and in its

name by its representatives, is so great

that public commitment to this prin-

ciple is desirable as an acknowledg-

ment of this responsibility.

A logical sequel to this need for

truth is that for a distinct line of

demarcation between facts and opin-

ion in the paper. This need is recog-

nized in the third "Standard," which

is, of course, the rule in journalism
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generally. The selection of a writer,

outside the staflF or "within it, to

prepare articles on definite subjects

invoKing the expression of opinion is

naturally guided by the feeling of the

editor that such expression is needed.

But opinion must he expressed in the

author's name, or in the department

of the paper clearly designated for tliat

purpose. This practice safeguards the

paper as well as the subscriber.

"Puffs" and "Write-ups"

At one time the publication of

"puffs" and "write-ups" in business

pap)ers was common, these terms being

used to designate articles which were

inserted at the instigation of the in-

terests supposed to be benefited by
the insertion. Advertising space was
sometimes sold with the understanding

that the advertiser and his wares

would be mentioned in the editorial

columns of the paper. The evils of

the practice were early recognized and
papers of the better class refused to

print such material, pointing out that

as the interests of the subscriber were

the ruling consideration, no articles

could be accepted which did not con-

tain news of interest to him. The
growing custom of refusing to print

"write-ups" was embodied in the

fourth rule of the "Standards of

Practice." This rule does not imply

that descriptions of manufactured

devices and names of manufacturers

are barred from the editorial columns.

So to do would lessen the value of the

paper to the reader, for it is as im-

portant to let him know that new and
practical devices and services are

available, as it is to furnish him with

the general principles which should

guide him. To be sure the person who
is prepared to fmnish the device or

service is also a beneficiary of such

editorial mention, but he is entitled to

be so, provided that his benefit is a

by-product and not the purpose of the

publication. Under these circum-

stances an article of the kind men-
tioned should not be stigmatized as a

"write-up." It stands on its literary

and technical or trade merits in com-

parison with the other articles in the

paper.

The fifth of the "Standards" relates

to the contents of the advertising

columns, which must, in their way,

conform to certain definite require-

ments, although, of course, the pub-

lisher cannot exert the control in

detail here that he can in the editorial

section of the paper. However, when
an advertiser signs a contract for

advertising service he does so with the

understanding that the advertisements

are to be consistent with the interests

of the reader and the rights of other

advertisers. While the publisher can-

not guarantee the reader against loss

through following the suggestions con-

tained in an advertisement, he does

assume a degree of responsibility.

The reputation of the paper is to some

extent behind every advertisement

printed. With relation to other ad-

vertisements in the same or related

lines, each piece of copy must stand on

its own feet and not try to magnify the

merits of what it describes at the ex-

pense of competitors.

The list of "Standards" begins

with those relating to the interests

of the subscriber and the need for

truth and honesty in general. In the

sixth "Standard" these begin to be

more specific, in that subscriptions

and advertising are specified to be

solicited solely on the merit of the

publication. Such a rule implies a

tendency the other way, namely to

use influences other than the compel-

ling force of data to "get the name on

the dotted line" of the contract. The

best papers, nowadays, rely upon close

study of the business possibilities in
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their fields to furnish facts upon which

advertising can be intelligently placed.

They further supply accurate circula-

tion statistics, classified in accordance

with the needs of individual adver-

tisers, so that the latter can visualize

their prospective audiences. The
necessity for doing this is epitomized

in the seventh rule of the "Standards."

The remaining three "Standards"

have to do with the large questions of

competition and cooperation. They
are evidence of the consciousness on

the part of the publisher that he does

not live to himself, and his subscribers

and advertisers alone; that he is a part

of industry and of society. They set

for him a high standard in stating that

he is "to determine what is the high-

est and largest function of the field

which he serves, and then to strive in

every legitimate way to promote that

function."

The Business Editors' Code

All of the foregoing relates to the

code of ethics of the publisher, who of

course determines all of the policies

of the paper, both editorial and com-
mercial. The editors of business

papers, in addition, are finding it

desirable to prepare codes of their own.

This movement is quite recent, dating

back only to last summer when the Ed-
itorial Conference of the NewYork Bus-

iness Publishers' Association adopted

such a code, with the title " Standards

of Editorial Practice." * This is an
elaboration of the editorial parts of

the publishers' code, and makes more
specific certain of its features which
are only suggested therein.

This editors' code contains only

seven "Standards" of which the first

four are substantially like those of the

publishers' code. The two following

relate to the taking of a position of

editorial leadership in the industry

* Reprinted in full on page 296.
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served, with a view to bringing it to

higher levels of achievement, and to

the support in the paper of such worthy
measures of public interest as their

importance justifies. These principles

are in line with the strong convictions of

leading editors that their papers must
be positive forces in industry and not

merely recorders of what has taken

place. They are an expression of the

realization that the occupancy of a

vantage point from which the in-

dustrial developments can be viewed in

perspective, places on the shoulders

of the editors a weight of responsibility

for telling their readers what they see.

The fact that they reach large numbers
of readers who place implicit confidence

in what they say gives these editors an
influence which they should use in the

correction of wrong tendencies and
the development of correct ones.

In these "Standards" of the editorial

code there is the implication that a

paper which is to succeed in this field

must be one which takes the initia-

tive, and it is a fact that some of the

good things that have been done in

recent years in industry can be credited

in large part to the efforts of the in-

dustrial press editors.

The last "Standard" in the New
York editors' code has to do with the

editorial interrelations of business

papers. It simply illustrates the prin-

ciple of the square deal as applied to

this department, by insisting that

borrowed articles shall be credited to

the original source and that unfair

competition shall be avoided.

The brevity and simplicity of this

New York code are in marked con-

trast to the excellent but elaborate

code adopted a few weeks ago by the

Oregon State Editorial Association,*

which is said to have hit what is

probably the highest note that has

been sounded in American journalism.

' Reprinted in full, page 283.
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This code is evidence that newspaper-

men are striving along the same general

directions of ethical progress as the

industrial paper editors. The Oregon

Code covers the following character-

istics of good journalism: sincerity,

truth, care, competency, thoroughness,

justice, mercy, kindliness, moderation,

conservatism, proportion, public serv-

ice and social policy. The words

listed epitomize the code, which has

within it the whole philosophy of the

profession, but which needs to be

accompanied by a simplified version

that can be read quickly and readily

committed to memory.

Enforcement of Codes for
Industrial Publishing

Before closing, a word regarding the

enforcement of the codes of ethics in

industrial publishing seems needed to

round out the subject. These codes

are not police codes, as was pointed

out earlier. However, as acceptance

of them is a condition of membership
in associations of industrial publishers,

some way of rendering them effective

in accomplishing their purpose is

necessary.

The Associated Business Papers,

Incorporated, has a Committee on

Trade Practices, which receives and
acts upon complaints of code violations.

The causes of these complaints, how-
ever, can usually be removed by means
of informal conferences under the

auspices of the association's officers.

The association also has a Committee
on Standardization, which is endeavor-

ing to outline practices in accordance

with the code where questions arise

affecting groups of papers. Further,

the publications of the members are ex-

amined from time to time by a Com-
mittee of Editors, to detect violations

of the code. The carrying out of all of

this work is, of coiu-se, simplified by
the watchfulness of competing papers

with regard to each other's practices.

But, undoubtedly, the strongest

influence in causing the business papers

to adhere to the code, aside from their

inherent desire to do so, is that their

membership in the association publicly

commits them to such adherence.

When a paper is accepted for member-
ship, it prints a full-page statement to

this effect and includes the "Standards

of Practice," so that there may be no

doubt as to what the paper has under-

taken to do. Moreover, to be admitted

at all, a pajjer must already have

established a reputation for fair dealing.

The New York Business Publishers'

Association also has a committee to

consider complaints of violation of their

editorial code. This committee at

present is not taking the initiative in

the matter but stands ready to exert

its influence to remedy any conditions

which seem to justify such complaints.

Conclusion

The fact that the business paper

publishers and editors, as well as the

newspaper publishers and editors, are

codifying the ethics of their business

and profession indicates that this

business and this profession have

reached a state of development where

there is a wealth of experience to be

conserved and given tangibility. Only
thus are creeds formulated, and a code

of ethics is essentially a creed.

Coming back to the "Standards

of Practice" of the Associated Business

Pap>ers, Incorporated, it may be well to

point out that these serve several

practical ends. They enable the pub-

lisher of the weak paper to determine

wherein the weakness lies and to

eliminate it, if this is possible. They
stimulate the publisher of the strong

paper to analyze his practices in order to

detect the faults which prevent it from

being even stronger. They safeguard

all publishers against demands for
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special privileges in their papers and en- an educational mission to the young
able them to explain to the subscriber people coming up in the business, who
and the advertiser who do not under- need to know why some practices are

stand the fundamentals of industrial followed and others are frowned upon in

publishing just why their requests can- the publishing houses with which they

not be granted. In addition, they have are connected.



Ethics of Accountancy

By Edward P. Moxey, Jr., Ph.D., C.P.A.

Professor of Accounting, University of Pennsylvania

THE subject of ethics for the ac-

countant is one which has en-

gaged the attention of the members of

that profession for quite a number of

years. In fact, the subject was one

of those presented before the Congress

of Accountants, meeting at St. Louis

in September, 1904. Prior to that

time, however, definite rules of pro-

fessional conduct had been formulated

by the accounting societies of England
for their members. In this connection

it is interesting to note that in the

latter part of 1905 a bill was introduced

into Parliament by the Government of

Tasmania for the regulation of the

profession of accountancy in that

colony. This bill made mention spe-

cifically of certain actions on the part

of accountants which were to be re-

garded as unprofessional, and the

practice of which should render them
liable to fine, suspension or expulsion.

At the Convention of the American
Association of Public Accountants,

held at St. Paul, Minnesota, in Octo-

ber, 1907, Mr. J. E. Sterrett, C.P.A.,

presented a paper on "Professional

Ethics " which is the standard treatise

on that subject today. This paper

was characterized at that time by
Mr. Robert H. Montgomery, C.P.A.,

as one "which bids fair to become a
classic," and this prophecy has indeed

been amply fulfilled. Mr. Sterrett

called attention to the fact that the

older professions of law and medicine

had even at that time (1907) made
considerable progress in the develop-

ment of systems of professional ethics,

and called attention also to the work
being accomplished along that line by
the American Institute of Electrical

Engineers. In measuring the distinc- i

tion between the accountant as a mem- I

ber of one of the newer professions, as

contrasted with the lawyer or physi-

cian, Mr. Sterrett stated:

A lawyer's real opinion of another

lawyer, or that of one physician concerning

another, is usually a much more accurate

judgment of the man's character and
ability than is indicated by the reputation

which he bears in the community at large.

It may be that the opinion of the public

and that of those who know the man from
the inside, as it were, will coincide. This

is likely to be the case with men of good
ability and fine character, but the sham
and the trickster are likely to be weighed

and labeled by their professional bretliren

long before their real character is discovered

by outsiders.

Under ordinary circumstances regard

for the good name of his profession seals

the lips of the professional man about

matters concerning others in his own
profession. The physician considers it

quite unethical to pass harsh judgment
upon his brother physician, except under
the most urgent conditions. As account-

ants endeavoring to build up professional

ideals, we should feel that the good name
of our profession requires us to avoid all

needless reference to the weaknesses or

imperfections of other accountants.

While since that time there have
been more or less serious infringements

of the rules of ethics as laid down for

the guidance of accountants, yet these

have been dealt with fairly and im-

partially by committees on professional

conduct of the American Association

of Public Accountants and of its i

successor, the American Institute |
of Accountants. The work of these

committees has always tended to-

196
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wards the improvement and develop-

ment of the profession, to the end that

there shall be a recognition on the

part of its practitioners as well as on

the part of the general public, that all

who are its members not only are those

of high professional attainment, but

those in whom the moral ideal exists in

more than name only.

Mr. John Alexander Cooper, C.P.A.,

also presented, at this same convention,

an excellent paper on the same subject,

in which he divided his remarks under

the following headings

:

First—the elemental reasons that

justify the claim that accountancy is a
profession and all that the word implies.

Second—the aims and ultimate goal

for those engaged in the practice of

accountancy.

Third—a statement of a few classi-

fied and tersely expressed rules, that

may form a proper basis for the

guidance of accountants in practice.

In defining a profession, Mr. Cooper
called attention to the dictionary

definition of the term: "The calling or

occupation which one professes to

understand or follow; a vocation in

which a professed knowledge of some
department of science or learning is

used by its practical application to the

afi'airs of others, either in advising,

guiding or teaching them, or in serving

their interests or welfare in the practice

of an art founded on it " : or, to give the

same thought more concisely, "Pro-
fessed attainments in special knowl-

edge, as distinguished from mere skill."

He sees the services performed by the

accountant as falling within the scope

of the above definitions, and concludes

that those who engage in this practice

should " promulgate and maintain at all

times, and that inflexibly, those rules of

conduct which are known to all profes-

sional men of lofty instincts as the key-

stone that upholds the arch of public

confidence." He further continues:

There is no profession, not excepting

that of the ministry or of the law, in which

it is more imperative that the practitioner

be governed by the highest code of morality,

than that of public accounting. Great

as maybe the influence which our profession

can and does exercise upon business affairs,

it is only by strict observance of ethical

rules and right conduct that we can hope

to pay the debt we all owe to such profession

by uplifting and maintaining the highest

standard, thereby bequeathing to our

successors a calling placed upon a higher

plane than when we first embraced it. It

rests largely with this generation of the

guild, who can, many of them, recall the

inception of public auditing and accounting

as it is now recognized, to lay the founda-

tion of a noble profession that may justly

be called the right hand of the law, or on

the other hand, so bear themselves that

this proud opportunity will be lost and

our term of stewardship wasted.

The rules of conduct as he sum-

marizes them are expressed as follows

under the several headings indicated

:

Service

1. To certify to statements, ex-

hibits, schedules or other form of

accountancy work, the auditing or

preparation of which was not carried

on entirely under the supervision of

himself, a member of his firm, or one of

the staff, is wrong.

2. The use of a practitioner's name
in professional work by others than

partners or employes is wrong in that

it implies deception.

3. To perform accountancy work
payment for which is by arrangement

upon the contingency of the result of

litigation or other form of adjustment

is unprofessional.

4. The payment of a commission,

brokerage or other form of inducement

to the laity from professional fees is

wrong.

5. The acceptance of any part of the

fees of a lawyer or any commercial

brokerage, bonus or commission as an
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incident arising out of a practitioner's

service is wrong.

6. Active interest in a commercial

enterprise while practicing as a public

accountant is to be avoided as in-

compatible with strict ethical principle.

7. The practitioner should, wherever

possible, avoid acting as a trustee of

special funds or pools as an incident of

his calling.

8. A practitioner should avoid serv-

ing as a director in corporations in

which he is professionally employed.

Clients

1. Upon engagement a practitioner

is in duty bound to tell his client of all

foreknowledge he may have had touch-

ing the matter under consideration.

2. Personal responsibility is a funda-

mental rule of the profession. A
practitioner cannot screen himself from

the specific acts or laches of his

employes; the responsibilities are his

and those of his firm.

3. Information acquired in the

course of service is privileged and in-

violable. Abuse thereof to the detri-

ment of a former client renders a mem-
ber subject to the severest discipline.

4. Efforts that tend to invite or

encourage legal contest, or foster

further emplo>Tnent by neglect, manip-

ulation or unfinished service, should be

severely dealt with; it is, in fact,

barratry.

5. To recommend or advise clients

to a measure or course of procedure

that may even indirectly give the

practitioner a personal advantage must
be considered as flagrant professional

infidelity and misconduct. It is

"maintenance," and is punishable as

such at common law.

Inter-Professional

1. Depreciation of opptonents in

contested matters is unprofessional

and ethically wrong.

2. Acceptance of an appointment
from which a colleague has withdrawn
from conscientious motives, without
previously making direct inquiry of

such colleague as to the conditions, is

professional discourtesy.

3. Canvassing the clients of a col-

league for business is unprofessional.

4. To recognize or afl^liate with a
society that in its charter title assumes
the words "Certified Public Ac-
countant," without warrant of law as

to its membership, is wrong, and gives

countenance to an implied fraud.

Publicity

1. No professional accountant should

advertise or display his talents as a

merchant does his wares.

2. Professional cards should show in

plain inconspicuous type the name,
occupation, and office address. No
strained effect is consistent or dignified.

3. The same form of card may be

used in publications of a recognized

standard, such as technical magazines,

law periodicals, etc.

4. It is not good professional form

to solicit business through trade jour-

nals, flashy publications, programs, or

the daily press, especially under a
pseudonym or publisher's index mark.

5. The use of the public press in

discussions or essays on matters of

technical or general interest is legiti-

mate.

6. The use of initials or other in-

signia as an affix to a practitioner's

name in his business advertisements

other than such as is recognized by
statutory enactment in the United

States or is authoritatively recognized

in other countries is unprofessional.

Corporations

1. No member should conceal his

personality under a corporate name,

either actual or fictitious.

2. The skill and knowledge of the
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profession is individual, and cannot be

transferred to a corporation, the

accruing goodwill is otherwise lost.

3. Success in any professional career

is a matter of personality.

4. A corporation per se cannot

make an audit which in the full intent

of the service is a judicial function.

5. A corporation is without honor,

which is the keystone of the profession.

6. Directors cannot direct in a

profession of which they are not mem-
bers. It is a prostitution of the

financial standing of the directors and
stockholders, leading to unfair compe-
tition and prejudiced decisions.

7. The ultimate profit to the lay

stockholder or director, whether ex-

pressed tangibly or otherwise, is an
illegitimate gain or advantage which
the profession cannot countenance.

8. In the case of legal liability as the

result of negligence or criminal per-

version of logical facts the ultimate re-

sponsibility rests with the practitioner,

notwithstanding the financial support

and control of outsiders.

9. Assurance of secrecy in affairs of

clients of such corporations cannot be

taken seriously.

10. The profession needs no control

or regulation from the laity; it is not an
industry.

The work of the Convention of 1907,

in which the subject of professional

ethics was crystallized, is set forth in

Articles VII and VIII of the by-laws

of the Association which were amended
to read as follows:

ARTICLE VII

Suspension and Expulsion

Section 1. A state or district society,

or any member-at-large failing to pay
the annual dues, or any subscription,

assessment, or other sum owing by
them to the association, within five

months after such debt has become due

shall automatically cease to be a mem-
ber of this association.

Sec. 2. A state or district society

renders itself liable to be expelled from
the association or to be suspended for a
term not exceeding two years by reso-

lution of the board of trustees sitting

as a trial board, if, after election to

membership, it (a) lowers its standards

of admission to membership; (b) fails

to maintain its organization; or (c)

refuses or neglects to give effect to any
decision of this association, of the

board of trustees or of the committee
on arbitration.

Sec. 3. A member renders himself

liable to be expelled from the associa-

tion or to be suspended for a term not

exceeding two years by resolution of

the board of trustees sitting as a trial

board, if (a) he infringes any part of the

rules of conduct of the association;

(b) is convicted of felony or mis-

demeanor; (c) is finally declared by a
court of competent jurisdiction to have
committed any fraud, (d) is held by the

board of trustees on the written com-
plaint of any person aggrieved, whether

a member or not, to have been guilty

of any act or default discreditable to

the profession, or (e) is.declared by any
competent court or commission to be

insane or otherwise incompetent.

ARTICLE VIII

Trial Board

Section 1. For the purpose of adjudi-

cating complaints or charges against

members of the association as provided

in Article VII the board of trustees

shall convene as a trial board.

Sec. 2. Due notice shall be mailed to

the parties to the cause by the secretary

at least thirty days prior to the pro-

posed session.

Sec. 3. A three-fourths vote of those

trustees present shall be necessary to a
decision.
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Sec. 4. The Board of Trustees (sitting

as a trial l)oard) may in the exercise of

its discretion recall, rescind, or modify
any resolution for expulsion or sus-

pension at a meeting similarly called

and convened by a like majority vote

as required in Section 3 of this article,

provided that not less than three-

fourths of the members constituting

such board shall have been of the

board that issued the decree then being

reconsidered

Sec. 5. Written notice of any resolu-

tion for expulsion or suspension shall

forthwith be sent to the member
affected thereby and to the secretary

or secretaries of the state or district

society or societies with which such

member is affiliated or in which state

he has his domicile or place of business.

These articles continued until the

year 1916 substantially without change

with the addition only of Section 6,

which reads:

Sec. 6. No member shall take part

in any effort to secure the enactment,

alteration or amendment of any state

or federal law affecting the profession

without giving immediatenoticethereof

to the secretary of this association, who
in turn shall at once advise the secre-

tary of the state or district society

concerned.

The Present Code of Ethics for
Accountants

In 1916 the American Associa-

tion of Public Accountants was re-

organized under the present title of the

American Institute of Accountants.

The Institute while not incorporating

a code of ethics or rules of conduct in

its constitution and by-laws, neverthe-

less formally adopted a set of rules of

professional conduct, which in its

present form is as follows:

(1) A firm or partnership, all the

individual members of which are

members of the Institute (or in part

members and in part associates, pro-

vided all the members of the firm are

either members or associates), may
describe itself as "Members of the

American Institute of Accountants,"

but a firm or partnership, all the in-

dividual members of which are not

members of the Institute (or in part

members and in part associates), or an
individual practising under a style

denoting a partnership when in fact

there be no partner or partners, or a

corporation or an individual or in-

dividuals practising under a style

denoting a corporate organization,

shall not use the designation "Mem-
bers (or Associates) of the American
Institute of Accountants."

(2) The preparation and certifica-

tion of exhibits, statements, schedules

or other forms of accountancy work,

containing an essential misstatement

of fact or omission therefrom of such a

fact as would amount to an essential

misstatement or a failure to put

prospective investors on notice in

respect of an essential or material fact

not specifically shown in the balance-

sheet itself, shall be, ipsofacto, cause for

expulsion or for such other discipline

as the Council may impose upon
proper presentation of proof that such

misstatement was either wilful or the

result of such gross negligence as to be

inexcusable. 1

(3) No member shall allow any
person to practise in his name as a

public accountant who is not a member
of the Institute or in partnership with

him or in his employ on a salary.

(4) No member shall directly or

indirectly allow or agree to allow a

commission, brokerage or other partici-

pation by the laity in the fees or profits

of his professional work; nor shall he

accept directly or indirectly from the

laity any commission, brokerage or

other participation for professional or

commercial business turned over to
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others as an incident of his services to

cUents.

(5) No member shall engage in

any business or occupation conjointly

with that of a public accountant, which
in the opinion of the Executive

Committee or of the Council is in-

compatible or inconsistent therewith.

(6) No member shall certify to any
accounts, exhibits, statements, sched-

ules or other forms of accountancy
work which have not been verified

entirely under the supervision of

himself, a member of his firm, one of

his staff, a member of this institute or a
member of a similar association of good
standing in foreign countries which
has been approved by the Council.

(7) No member shall take part in

any effort to secure the enactment or

amendment of any state or federal law

or of any regulation of any govern-

mental or civic body, affecting the

practice of the profession, without

giving immediate notice thereof to the

secretary of the institute, who in turn

shall at once advise the Executive

Committee or the Council.

(8) No member shall directly or

indirectly solicit the clients or en-

croach upon the business of another

member, but it is the right of any
member to give proper service and
advice to those asking such service or

advice.

(9) For a period not exceeding two
years after notice by the Committee on
Ethical Publicity no member or as-

sociate shall be permitted to distribute

circulars or other instruments of pub-

licity without the consent and approval

of said committee.

(10) No member shall directly or

indirectly offer employment to an
employe of a fellow member without

first informing said fellow member of

his intent. This rule shall not be
construed so as to inhibit negotiations

with any one who of his own initiative

or in response to public advertisement

shall apply to a member for employ-
ment.

(11) No member shall render pro-

fessional service, the anticipated fee

for which shall be contingent upon his

findings and results thereof.

A comparison of these rules with

those appearing as part of the by-laws

of the American Association of Public

Accountants discloses a number of

points of similarity. This is especially

marked in the comparison of the third,

fourth, fifth, sixth and seventh rules of

professional conduct with rules one,

two, three, four and six of those of

professional ethics of the Associ-

ation.

In the accountancy profession, as in

the case of the older professions of law

and medicine, there are those who do
not adhere strictly to the rules of

conduct laid down for their guidance.

Mr. Robert H. Montgomery in the

latest revision of his book. Auditing

Theory and Practice after calling at-

tention to the rules of the American
Institute as above set forth, states

that "the student of accounting and
the young practitioner should familiar-

ize themselves with these recommenda-
tions and keep informed regarding the

development of rules of ethics of the

profession." At the Convention of

the American Institute of Accountants,

held in Washington in September,

1921, considerable discussion was had
on the subject of professional publicity

through means which were character-

ized as unprofessional. Mr. Mont-
gomery on this point, while he does not

condone the violations of those rules

which are intended to discourage

advertising or other forms of solicita-

tion, yet speaks of them as violations

of good taste only, and in no wise to be

compared with the infractions of the

more important rules dealing with the

relationship of the accountant to his
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client and to the public. He suggests part of accountants which in the

as a preventative of such infractions, certificates granted by many of the

the necessity of emphasizing and of states to the qualified candidate, is

developing to the highest degree the placed above the fact that such an one
feeling of moral responsibility on the has passed a satisfactory examination.
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THERE are distinct indications

today of forces at work in business

life which can recreate the purposes of

commerce and set high standards for

the conduct of business not only for

America but for the world. In hun-

dreds of meetings, across scores of

luncheon tables, men are discussing

the necessity for a new industrial

leadership and the opportunity for that

industrial leadership in America. The
fine thing about these discussions by
thoughtful men is that each sees in his

own profession that opportunity for

leadership. The lawyer, the engineer,

' the economist, the statesman, the

industrialist, the banker, the manu-
facturer, the merchant and the sales-

1 man, men in all fields of professional

and commercial activity are thinking

in new terms of their work, and each

in a different way is giving expression

to a universal desire. Each is really

trying to answer the question, old as

civilization, which was phrased by
Dean Kimball of Cornell when he said

that we are attempting to solve the

problem, "What is mine and what is

thine.?"

America above all other nations offers

the most fruitful opportunity for a new
leadership. Our social structure is not

laid-up in a stratification of classes. It

is still possible for a newspaper pub-

lisher to become President of the United

States and for a steel mill hand to head
the works. We are, as Americans,

idealists. Business to us is an end in

itself and not merely a means to an end.

The novelist in interpreting the social

responsibilities of industry, usually to

its disparagement, is prone to overlook

this fact. There is something truly

American in the possibility that a man,
only twenty years old, may come to our

shores from Egypt and m ten years be-

come owner of a factory and two retail

stores.

The ferment for a new leadership of

industry may all be considered from

the viewpoint of the professionalizing

of commerce. We are, as a nation,

strong individualists. As Secretary

of Commerce Hoover has put it, we
have a very high individual efficiency

in industry, but a very low collective

efficiency. Creative business men are

seeking for new measures of value.

Service as a basis for profit-making is

coming to be recognized as the true

motive for creative industry. Bus-

iness men are establishing codes of

practice in all lines of industrial activity.

Men in business are as human as artists

or lawyers or chemists, and the ethical

standards of men of business are no
higher and no lower than the ethical

standards of our people as a whole.

What is apparent in industry, however,

is a conscious effort, a definite attempt

to make its standards known, to put

commerce on a high plane, and to base

creative industry on high ethical prin-

ciples.

It is my purpose in the brief span

of this article simply to outline what
seem to be very definite indicators of

the coming of a new leadership in

industry. The first factor is youth.

Broadly speaking, our industrial and
commercial activities date from the

Civil War. Many businesses were

founded during that war and with the

passing of years these early leaders and
208
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their immediate successors are going

out of business. This means that a

large group of men are taking up the

reins of industry with a fresh viewpoint

on their responsibilities as leaders. As
a result what may l>e called a second-

generation viewjjoint has come to

industry as a natural step in American
industrial development. The men
forming this new group, who might be

listed by the hundreds, are the kind of

men who made it possible for H. G.

Wells to sell in America 250,000 copies

of his book, the Outline of History, an

unprecedented sale for a book of history,

to be accounted for largely l>ecause

Wells has fired the imagination of

America and has shown the relation of

America to the world in a new per-

spective. In the same way there exists

in the American business consciousness

a great reservoir of idealism and creative

thought which may be mobilized in the

direction of professional thinking about

industry.

The Professional Character of

THE Trade Association

At a dinner during the Limitation

of Arms Conference in Washington, a

witty Englishman referred to Amer-
ica as the only nation where a dry

banquet could be held with any enthu-

siasm. In his humorous comment on
our national predilection for being

"joiners," he put his finger on a mech-
anism in American industry, the associ-

ation, which is one of the great forces

to be put to work in professionalizing

business, and which in many of its

activities has indicated a recognition of

this opportunity. The trade associa-

tion movement is a conscious effort

to secure collective action on the part

of all classes of men in industry. There

is no exact count of the number of

trade associations, because there are

scores of local associations in themselves

unaffiliated as national organizations.

But there are probably fifteen hundred
technical societies, manufacturers*

associations, jobbers* associations and
retailers' associations of national char-

acter. These various associations and
societies are organized sometimes on
the basis of professional groups, some-

times on the basis of commodities,

sometimes on the basis of trade rela-

tions. We have as a result a vast num-
ber of collective units in industry,

functioning on their own problems,

and, in some instances, functioning on
one another's problems. Many of these

associations are grouj^ed and operate in

a national way through such organiza-

tions as the United States Chamber of

Commerce, the Federated American
Engineering Societies, the National As-

sociation of Manufacturers, and so on.

No attempt can be made to discuss

the minutiae of the work of these associ-

ations. There are thirty-five or forty

functional activities which many of

them carry on, but for the purposes of

this article the interesting fact stands

out that sooner or later such associa-

tions become professionally conscious,

and as soon as they become profession-

ally conscious, they set up for the guid-

ance of each member standards of prac-

tice or codes of ethics which, broadly

speaking, constitute a great structure,

with the service motive as the standard

for the conduct of the particular asso-

ciation or organization.

In emphasizing this phase of the de-

velopment of the association there is no
desire to sentimentalize about it. One
might sentimentally consider that the

fabric of industry is a cloth of gold, that

all business is conducted on a high

ethical plane. This is obviously not

true. But the point to emphasize is the

conscious effort that is being made
constantly to set up standards of prac-

tice which in themselves have an ethical

quality— golden threads in our national

industrial fabric.
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Ethical structures in business are

thus being reared through the collec-

tive action of trade associations and of

semi-professional business organiza-

tions of one type or another. It is a

trite saying among business compet-

itors that when they meet each other

for the first time through the medium
of a trade association, the one discovers

that the other no longer has "horns."

Once having established a mutual re-

spect for and sympathy with each other,

it is a simple matter to take the next

step and devolve a basis for compet-

itive procedure which eliminates the

waste to the consumer of the cut-throat

competition that tears down creative

enterprise and takes business scalps

in a truly savage fashion.

Many semi-business organizations

have put forces at work also in the

direction of establishing practical codes

of ethics for commercial procedure.

The order of Rotarians is an outstand-

ing example of such a body.

A second great force at work in the

professionalizing of industry is that of

specialized education in the technical

and business schools of the country.

Each year men go into business from
college. In the specialized schools,

particularly, more and more attention

is being given to bringing before the

student the relation of his specialized

knowledge to the social and industrial

problems that lie in the world outside

his college walls.

The New Technique of
Management

The professionalizing of the tech-

nique of management is an interesting

illustration of a distinct educational

movement in the field of manufac-
turing. Management has gradually

emerged through a period of years until

it has been made a function in industry.

It has become recognized pedagogically

as the creative function of relating the

capital invested in an enterprise, the

men who work in the enterprise, the

machinery, and the materials all to-

gether in order to turn out a manufac-
tured product. Since the Civil War,
factory production in America has

emerged from the handicraft stage and
has come to be mass production, involv-

ing the handling of great groups of men,
of huge quantities of materials, of com-
plicated processes of machinery, and
of money representing capital invest-

ment. Out of this industrial move-
ment have come the systematization of

routine, the scientific study of processes

and methods, and, more recently, the

conception that the human relations

of men in industry are susceptible of

the same kind of analysis and thought-

ful consideration in the mass.

Ten years ago I happened to be
associated in a small way with the

organization of one of the courses in

industrial management of the Harvard
Graduate School of Business Admin-
istration. I believe there were ten

graduates the second year this school

was established. In 1921 there were

one hundred and eighty. This increase

from ten to one hundred and eighty is

another barometer of the development
of the profession of management as a
function in industry.

Again, in the field of distribution

there is gradually emerging a type of

thinking in which the technique is pro-

fessional and not greatly different in

character from that in production—the

technique of the commercial economist.

There is a welter of ideas in regard to

"demand creation" and "demand
supply," which are the academic ex-

pressions for selling and buying. The
analysis of the movement of trade,

the collection of the statistical facts

with regard to trade, the attempt to

visualize through statistics the rise and
fall of business, all are indications of

another attempt to introduce the pro-
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fessional viewpoint into industry. The
"merchandising man" of the great

department store, the advertising agent

who is a counselor for his client in the

analysis of the distribution of his prod-

ucts, both are energized in their work

by a new conception of the service value

of their particular businesses and of the

businesses which they serve. There is

a possibiUty of developing an entre-

preneur of service.

Industrial. Journalism as a Pro-
fessionalizing Force

Industrial journalism at its best is a

third great force in the development of

the professional viewpoint in industry.

The industrial press is a great force

for the practical education of masses

of men. There is a business paper

for almost every trade and pro-

fession. Editors of business papers

who are leaders in thought find the

opportunity to express that leadership

in terms other than mere reporting of

the news of industry. The responsi-

bility of the business press goes deeper

than the gathering of news. It does

no good to arouse either the individual

or the nation to action unless there is

also suggested a plan for turning this

action into practice. This is an edu-

cational axiom, and the educational

force of the business press offers an
opportunity for leadership inthe profes-

sionalizing of industry which is second

to no other in raising the standards of

commercial practice.

The leading editors of the business

press are both a part of their industry

and spectators on the side lines looking

over industry. Because of their excep-

tional personal and intimate relations

with leaders of industry they help to

point out and chart the way it must
follow. Moreover, they have a sense

of social responsibility to the public, a

responsibility which in itself is a pro-

fessional conception of their own work.

Abraham Lincoln believed in the

people. Opinion in tliis country has

always been made by the people. In-

dustrial opinion is made by a compara-
tively small percentage of the hundred
millions in the country. The business

press as a whole is the voice of indus-

trial opinion, and a responsible business

press is one of the greatest forces for

practical accomplishment of high ideals

in the world today.

The editors of the business papers

have long been conscious of this re-

sponsibility, and some five years ago or-

ganized an Editorial Conference which
provides a medium for the discussion

of the common problems of industry

and for the forwarding of its general

plans. The editors have established

detailed standards of practice for the

conduct of industrial journalism, and
during the last year a course in indus-

trial publishing has been assembled

and presented to classes formed by
members of the New York Business

Publishers' Association. This course

is based on high ideals of service to

industry.

Developments in the Depart-
ment OF Commerce

A new motivating force for estab-

lishing higher commercial standards in

industry on the basis of fact has fol-

lowed the appointment by President

Harding of Herbert Hoover as Sec-

retary of Commerce of the United
States. Mr. Hoover has set for the

Department of Commerce a high stand-

ard of service as a measure of its rela-

tion to industry, and in setting that

standard of service has already made
possible the coordination of many of

the constructive purposes of the trade

association and given new strength of

purpose to the professional character

of such associations.

This basis for professional conduct

of associations and of the business
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which they represent is the very
practical truth that business policies,

both for the individual industries and
for our national economic program,
should be founded upon fact and not

upon opinions. As a basis for estab-

lishing these professional facts with

regard to industry, the Department of

Commerce has been reorganized with
special reference to the collection of

statistics, the promotion of foreign

trade, and the carrying forward of pro-

grams for the elimination of waste in

industry through the elimination of

excess variety in manufactured prod-

ucts and the simplification and stand-

ardization of sizes and parts. Contact

committees have been formed in more
than one hundred and fifty trade associ-

ations and technical bodies. These
contact committees are at work on pro-

grams which provide a basis for a com-
mon understanding between industries

and the opportunity for a wider educa-

tion as to the possibilities of collective

action in industry.

The impulse for this development
of the Department of Commerce comes
out of industry itself, and not from the

Department into industry, and is

another indication of the movement in

business which I have called the "pro-

fessionalizing of industry."

The Integrity of American
Business

Business needs no apologies. Ameri-
can business at heart is sound in the

same degree and for the same reasons

that the nation itself is sound. Indi-

vidually, American business men set

high standards for themselves in a very
practical way. Specifically, if you ask
any so-called successful business man
what he looks for first in hiring his asso-

ciates, he will either answer directly in

terms of character or picture his speci-

fications in such a way that character
is very evidently the thing he is trying

to get at. That the essential quality
of individual integrity and character
is the basis for creative business enter-

prise is shown by the fact that once a
man stumbles in full view of the pub-
lic, the whole structure of business he
may have reared tumbles to the ground
because he will no longer be trusted.

There are legendary tales of so-called

big business men whose "private
morals and personal ethics were their

own business," but we have had many
illustrations of the fact that masterful-

ness in business can be attained and
held only by the sweetness and sound-
ness of personal morality.

It is the collective expression of high

ethical standards for the individual

which is the foundation for the profes-

sional standards of men acting in

groups. The structure of business

itself rests on credit, which is nothing

in the world but a collective apprecia-

tion of character.

American industry of the future, with

a new vision of service expressed in the

practical terms of the professionalizing

of industry, is the hope of a recon-

structed social and industrial fabric.

The United States of America may
leave an impression on civilization dif-

ferent in character from that made by
any other nation and moving the world

forward in a way that no other nation

has done. America's expression in

civilization must be essentially com-
mercial. We are a commercial nation.

But there is nothing cheap in this

conception. We have high ideals for

commerce. We are creators and
dreamers. Rome left its imprint on
civilization in war; Greece, in art.

America can leave its imprint in the

new sense of service which finds expres-

sion through commerce and industry.
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The Canons of Commercial Ethics

By J. H. Tregoe
Secretary-Treasurer, National Association of Credit Men

/^AVEAT EMPTOR as a principle

\-J of merchandising grew from the

nature of trading in its early stages.

When the seller of commodities dis-

played them at fairs held in certain

countries and at certain jjeriods and the

buyers congregated at these fairs for the

purpose of bargaining and purchasing,

the touch between the two, though im-

mediate in one sense, was in reality

very remote. The buyers and sellers

might meet once and never again.

The proper principle, therefore, for

the buyer to follow was the type of

caution expressed in caveat emptor.

Buying and selling was largely re-

garded as a field where shrewd and
sharp practices ruled, and where the

one most skilled in such practices

reaped the largest material rewards.

The relationship between buyer and
seller was a cold one and a community
of interests between them was not felt

to exist.

The industrial revolution brought

with it a change in the relationship

between buyer and seller. Manufac-
turing on a large scale resulted in

distribution on a large scale. With the

geographical separation of seller and
buyer that followed this large-scale

manufacturing and large-scale distribu-

tion, commerce done on the principle of

caveat emptor was on a precarious basis.

Selling and buying needed a confidence

and warmth which the principle of

caveat emptor did not supply. Goods
could not move freely if the buyer had
continually "to beware." The com-
pulsion was laid on the seller to make
his goods of such quality as to remove
the suspicion of the buyer and to insure

his confidence in the goods. Thus,
there developed the trade mark that

today extends not only to individual

sellers, but to whole communities and
countries.

With large-scale manufacturing and
distribution came the increased use of

credit. Since credit is based on con-

fidence, commerce based on credit

could expand only as those engaged in

it, both buyers and sellers, cooperated

with one another to insure mutual

confidence.

Credit is so directly related to com-
merce and is so susceptible of misuse

and flagrant abuses that the National

Association of Credit Men some years

ago became convinced that certain

ethical principles should be laid down
for the control of commerce, and from

year to year they have formulated

canons of commercial ethics. These

canons have now reached twelve in

number. They are as follows:

Canons of Commercial Ethics

Canon No. 1.—It is improper for a busi-

ness man to participate with a lawyer in

the doing of an act that would be improper

and unprofessional for the lawyer to do.

Canon No. 2.—It undermines the integ-

rity of business for business men to support

lawyers who indulge in unprofessional prac-

tices. The lawyer who will do wrong things

for one business man injures all busi-

ness men. He not only injures his profes-

sion, but he is a menace to the business

community.
Canon No. 3.—To punish and expose the

guilty is one thing; to help the unfortunate

but imiocent debtor to rise is another; but

both duties are equally important, for both

duties make for a higher moral standard of

action on the part of business men.

Canon No. 4-—In times of trouble, the

imfortunate business man has the right to

appeal to his fellow business men for advice

and assistance. Selfish interests must be
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I

subordinated in such a case, and all must
cooperate to help. If the debtor's assets

are to be administered, all creditors must
join in cooperating. To fail in such a case

is to fall below the best standards of com-
mercial and association ethics.

Canon No. 5.—The pledged word upon
which another relies is sacred among busi-

ness gentlemen. The order for a bill of

goods upon which the seller relies is the

pledged word of a business man. No gentle-

man in business, without a reason that

should be satisfactory to the seller, may
cancel an order. He would not ask to be

relieved of his obligation upon a note or

check, and his contracts of purchase and
sale should be equally binding. The techni-

cal defense that he has not bound himself

in writing may avail him in the courts of

law, but not of business ethics.

Canon No. 6.—Terms of sale as a part of

a contract touching both net and discount

maturity, are for buyer and seller alike

binding and mutual, unless modified by pre-

vious or concurrent mutual agreement.

No business gentleman may, in the per-

formance of his contracts, seek small or

petty advantage, or throw the burden of a

mistake in judgment upon another, but

must keep his word as good as his bond, and
when entering into a contract of sale faith-

fully observe the terms, and thus redeem
the assumed promise.

Canon No. 7.—It is always improper for

one occupying a fiduciary position to make
a secret personal profit therefrom. A mem-
ber of a creditors' committee, for example,

may not, without freely disclosing the fact,

receive any compensation for his services,

for such practices lead to secret preferences

and tend to destroy the confidence of busi-

ness men in each other. "No man can serve

two masters."

Canon No. 8.—The stability of com-
merce and credits rests upon honorable

methods and practices of business men in

their relations with one another, and it is

improper for one creditor to obtain or seek

to obtain a preference over other creditors

of equal standing from the estate of an in-

solvent debtor, for in so doing he takes, or

endeavors to take, more than his just pro-

portion of the estate and therefore what
properly belongs to others.

15

Canon No.- 9.—Cooperation is unity of

action, though not necessarily unity of

thought. When the administration of an
insolvent estate is undertaken by the

creditors through friendly instrumentalities,

or when, after critical investigation, credi-

tors representing a large majority of the

indebtedness advise the acceptance of a

composition as representing a fair and just

distribution of a debtor's assets, it is unco-

operative and commercially unethical for a

creditor to refuse the friendly instrument

or the composition arbitrarily and force

thereby a form of administration that will

be prejudicial and expensive to the interests

of everyone concerned.

Canon No. 10.—Our credit system is

founded on principles, the underlying ele-

ments of which are cooperation and reci-

procity in interchange. When ledger and
credit information is sought and given in a

spirit inspiring mutual confidence, a potent

factor for safety in credit granting has been

set at work.

The interchange of ledger and credit in-

formation cannot fulfill its best and most
important purposes unless guarded with

equal sense of fairness and honesty by both

the credit department that asks for the in-

formation and the credit department that

furnishes it.

Recognizing that the conferring of a bene-

fit creates an obligation, reciprocity in the

interchange of credit information is an
indispensable foundation principle; and
a credit department seeking information

should reciprocate with a statement of its

own experience in the expectation of getting

the information sought; and a credit depart-

ment of which information is sought should

respond fairly and accurately because the

fundamentals of credit interchange have
been observed in the manner the request

was made of it.

Failure to observe and defend this prin-

ciple would tend to defeat the binding to-

gether of credit grantors for skilful work—

a

vital principle of the credit system—and
make the offending department guilty of

an unfair and unethical act.

Canon No. 11.—The foundation princi-

ple of our credit structure—cooperation

—

should dominate and control whenever the

financial affairs of a debtor become insoU
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vent or involved, that equality thereby may
ite assured to the creditors themselves and
justice to the debtor.

The contml of any lesser principle pro-

duces waste, diffusion of effort and a sacri-

fice of interests, material and moral, with

a separation of creditor and debtor that is

offensive to the best laws of credit proced-

ure.

Co5peration and unity save, construct

and prevent; therefore, individual action

pursued regardless of other interests in such

situations, whether secretly or openly

expressed by either creditor or debtor, is

unwise and unethical.

Canon No. 12.—The healthy expansion

of commerce and credits, with due regard

to the preservation of their stability and
healthfulness, demands an exact honesty in

all of the methods and practices upon which

they are founded. Advertising is an im-

portant feature in business building; it

should represent and never misrepresent;

it should win reliance and never cover de-

ceit; it should be the true expression of the

commodity or the service offered. It must
be deemed, therefore, highly improp>er and
unethical for advertisements to be so

phrased or expressed as not to present real

facts, and either directly or by implication

to mislead or deceive. In this department

the finest sense of honesty and fairness must
be preserved, and the right relations of men
with one another in commerce and credits

clearly preserved.

These canons are largely self-explan-

atory to anyone familiar with business,

but a regrouping of them with some
comments may serve to bring out the

standing evils against which they are

directed.

The first two canons bring out

strongly the point that the business

man should not participate with a law-

yer in any act which it is improper and
unprofessional for the lawyer to per-

form. It is emphasized in these two
canons that the integrity of business

is undermined by improper practices

of this type and that the lawyer who
will do for one business man an im-

proper thing will do it for all business

men.
Canons 3 and 4 are designed to re-

move a lack of cooperation and organ-

ized effort in the prosecution of com-
mercial crime and in the hel])ing of

worthy debtors. To those familiar

with the dangers to business that result

from lack of cooperation among credi-

tors in dealing with their debtors these

canons need no further comment.
Canons 5 and 6 plead for the sanctity

of contractual obligations and condemn
the violation of them. Cancellations,

the taking of unearned discounts and
other violations of contract come under

this head. The fundamental element of

all trade is the contract which should be

equally binding both upon the seller

and the buyer. Briefly stated, the

American business man should deliver

what he sells and take what he buys.

Canons 7, 8, 9 and 11 are appeals for

further cooperation among creditors.

They condemn the violations of trust,

the existence of secret preferences by
which certain creditors obtain advan-
tages over others. The observance of

these canons make for stability of busi-

ness and for the insurance of justice

to both creditors and debtors.

Canon 10 is an appeal for the ob-

servance of confidence in connection

with the interchange of ledgerand credit

experience. The stability of credit

depends upon the widest cooperation

in the giving of credit experience. A
reciprocal obligation exists between
creditors in the giving of this experi-

ence and the absence of such coopera-

tion can only result in harm to credit

and to business.

Canon 12 is an appeal for honest

advertising. The relation of adver-

tising to credit may seem at first glance

remote, but a consideration of this

relationship shows how closely advertis-

ing and credit are linked. Confidence,

whicji is the basig of credit, is de-

1
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stroyed if commodities fail to measure

up to the representations of them.

That the stability of commerce rests

upon the observance of such canons is

apparent to anyone with business ex-

perience. The promulgation of them

and their backing by the organized

power of the credit men of the National

Association cannot but result in higher

standards of business practice and thus

in a service not only to business but to

the whole social community.

History and Present Status of the ''Truth-in-

Advertising " Movement
As Carried on by the Vigilance Committee of the

Associated Advertising Clubs of the World

By Herbert W. Hess
Advertising and Salesmanship Department, Wharton School of Finance and Commerce,

University of Pennsylvania

AN intelligent appreciation of the

creative processes at work in

modem advertising efforts to establish

practices of truth and integrity in

relations between producer, seller and
the public, necessitates a review of the

different stages from the non-organized

effort to the present-day organized

movement known as " Truth-in-Ad-

vertising." The stages are three in

number: First, the unscientific day,

before 1895, when fraudulent adver-

tising was everywhere countenanced,

with occasional state laws passed in an
attempt to get at flagrant violations;

second, the semi-scientific period, from
1893 to 1911, when standards were in

the making and when evils were being

clearly defined; third, the beginning of

a scientific period, from 1911 to the

present, when the Associated Adver-
tising Clubs succeeded in organizing

and financing its Vigilance Committee
with a definite program to encourage

first and to compel afterwards

—

" Truth-in-Advertising.

"

The birth of "Truth-in-Advertising"

can be clearly seen as a natural part of

orderly evolution in the making of

advertising history, when once our

modern concept of advertising is

clearly defined. Let us review its

significance. Advertising has rightly

been called a business force. It is a

force the dynamics of which, through

the cumulative power of its organized

ideas, nullifies the customs of ages and
breaks down the barriers of individual

habits of limited thinking. It works
for the future and establishes concepts

related to higher standards of living.

It is at once destroyer and creator in

the process of the ever-evolving new.

Its constructive effort is to super-

impose new conceptions of individual

attainment and community desire.

Advertising plays near the heart of

humanity, for it touches the main-

spring of individual ambition and group

desire. It is one of the creative mecha-
nisms of our day, involving individual

and group aspirations. It is at once

master and servant of those who
wield its power. It is a master when
it sets the energy impulse of man
toward the realization of wishes, de-

sires and wants. It is a servant of the

individual advertiser when, through

its form, it speaks the right word at

the right time, in the right place, and
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in the right mood. And it is at this

particular juncture of advertising

analysis and modem experience that

the "Truth" concept was bom.
Some business enterprises through

opportunism involving unfair profits

and deceptive practices, have shied at

ethics and have been false and unfair

in their advertising appeal. Caveat

emptor might have been a necessary

slogan involving the instinct of self-

preservation when business was whim,
caprice, childish wonder and greed;

in other words, unscientific. But with

the onrush of scientific thinking into

the affairs of daily business, somehow
conscience began to find its technique.

To the wonder of the strong and more
efficient, there began to dawn in their

consciousness a conviction that modem
business not only might but must
become strong in its demands for

truthfulness in advertising practices.

These first sentiments as a result of

the previous "hit and miss" concep-

tions of action for the suppression of

fraudulent, misleading, exaggerated

and indecent advertising, are aptly

described by John Irving Romer in

Printers' Ink of June 29, 1893, as

follows

:

The only criticism of the Boston Con-
vention that has been heard anywhere is

that it did not present a definite plan for

the elimination of objectionable forms of

advertising. Critics said, and say today,

"What does all this talk about a higher

ethical tone in advertising amount to?

How can the offenders be reached.' " Honest
men will continue to be honest and dis-

honest men will continue to follow their

devious methods, laughing in their sleeves

at those who seek to accomplish reforms

by mere preachments.

It is as if reformers went up and down the

land denouncing burglary. You can get

99 per cent of the public to agree with you
that burglary is a very wicked thing and
should be suppressed. But the one per

cent will break into your house at night

and walk off with your solid silver—that is,

unless there is a law which mahes burglary a
crime, and a police force tfiat will enforce law.

Can the power of the law be invoked to

eradicate dishonest advertising? If so,

can a police force l>e marshaled which will

make the law effective?

Thus was sentiment beginning to

gather in the year 1893. In reviewing

the evolutionary processes involved in

the establishment of higher and better

practices in modem advertising, it is

only right that we characterize the

lack of faith on the part of our fore-

fathers as due to their ignorance of the

fructifying power of science to render

a livelihood to an increasingly large

number of people. It seems as if the

modem tendency to establish relations

based on the idea of honesty is because

we are beginning to find productivity

to be possible within the constitution

of natural laws and sciences. These,

working together render riches in

abundance to those whose courage

is maintained throughout the selling

process.

Thus conscience and science become
one in a healthy struggle to realize

individual ambitions. That the type

of thinking of the "pre-truth" days

was childish and magical in its reaction

to life can be readily appreciated by
the following advertisements of the

sixteenth century:

Loss of Memory, or Forgetfulness,

certainly cured by a grateful electuary

peculiarly adapted for that end; it strikes

at the primary source, which few apprehend,

of forgetfulness, makes the head clear and
easy, the spirits free, active, and undis-

turbed, corroborates and revives all the

noble faculties of the soul, such as thought,

judgment, apprehension, reason and mem-
ory, which last in particular it so strengthens

as to render that faculty exceeding quick

and good beyond imagination; thereby

enabling those whose memory was before

almost totally lost, to remember the

minutest circumstances of their affairs, etc.
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to a wonder. Price 2s. 6d a pot. Sold

only at Mr. Payne's, at the Angel and
Crown, in St. Paul's Churchyard, with

directions.

Since so many upstarts do daily publish

one thing or other to counterfeit the

original strops, for setting razors, penknives,

lancets, etc., upon, and pretend them to be

most excellent; the first author of the said

strops, does hereby testify that all such

sort of things are only made in imitation of

the true ones which are permitted to be

sold by no one but Mr. Shipton, at John's

Coffee House, in Exchange Alley, as hath

been often mentioned in the Gazettes, to

prevent people being further imposed upon.

An opposition notice appeared short-

ly afterwards in the Daily Courant of

January 11:

The right Venetian Strops, being the

only fam'd ones made, as appears by the

many thousands that have been sold,

notwithstanding the many false shams and
ridiculous pretences, as "original," etc.,

that are almost every day published to

promote the sale of counterfeits, and to

lessen tlie great and truly wonderful fame
of the Venetian Strops, which are most
certainly the best in the world, for they

will give razors, penknives, lancets, etc.,

such an exquisite fine, smooth, sharp exact

and durable edge, that the like was never

known, which has been experienced by
thousands of gentlemen in England,

Scotland and Ireland. Are sold only at

Mr. Allcraft's, a toy shop at the Blue Coat
Boy, against the Royal Exchange, &c. &c.

An editor of one paper even in these

earlier days must have had remorse of

conscience as is indicated in the

following:

Pray, mind the half sheet. Like lawyers,

I take all courses. I may fairly; who likes

not may stop here.

A second stage in the development
of better advertising practices was an
attempt in the year 1911 to discover

whether or not the common law could

be made to bring a violator to terms.

H. D. Nims in Printers' Ink of 1911

touches upon this aspect in the follow-

ing excerpt

:

At common law a civil action was
possible against a person who deceived

another by false or fraudulent statements,

and in such an action, damages might be
recovered representing the differences be-

tween the value of the thing actually sold in

connection with the fraudulent statements

and the value of what should have been
sold had the representations been made in

good faith. This civil action is of little

value in preventing frauds of this kind,

because of the necessity of proving this

damage, and because oftentimes the damage
on this basis would be very small. It

would be quite possible to pass a statute

which would compel the defendant, on
judgment being obtained against him, to

pay triple damages as is provided in the

Sherman Act and even greater damages
than this could probably be so authorized

if advisable. It is doubtful, however,

whether if such a remedy as this was
created, it would be sufficiently useful to

serve as a preventative of these fraudulent

acts.

Turning to the criminal side of the

common law, there appears to have been

no indictable offense recognized by it which
corresponds very accurately to the originat-

ing and publishing of a fraudulent adver-

tisement. The nearest analogy to it is

found in what the common law called a
"cheat" which, according to East's Pleas

of the Crown, Vol. 2, p. 818, consists in the

fraudulent obtaining of the property of

another by any deceitful and illegal

practice or taken (short of felony) which
affects or may affect the public.

A review of the laws of the common
laws of United States pertaining to

advertising resulted in the following

:

Common Law Summarized

It may be said that (1) there is nothing

in the common law, or in these old English

statutes which are a part of American
common law, which would furnish an
argument against enacting statutes making
fraudulent advertising a crime; (2) that

the common law and the English statutes
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mentioned furnish, by analogy, ample

argument for the contention that fraudulent

advertising is a cheat or false pretense, and

therefore should l)e regarded as a crime

under the various state statutes prohibiting

the use of false pretenses, provided it

results in definite injury to some person;

(3) that there are statutes in most, if not all,

of the states of the Union prohibiting the

use of all false pretenses which result in

actual injury; (4) that very few courts have

passetl on the question as to whether or not

the use of a fraudulent advertisement is a

crime under these statutes.

Experience, science and law finally

forced recognition of three courses of

procedure. Mr. Haase states them as

follows

:

Three courses are open to you in taking

up this matter. First, you can recommend
that these general laws regarding false

pretenses be amended in each state in such

way as may be necessary. Secondly, you

can advocate in the various states that

merchants of the Advertising Clubs do as

is being done in Atlanta—start and push

test cases under the general false pretense

statutes. Or, thirdly, you can advocate

the passage in all of the states, of acts

similar to the New York and Massachusetts

statutes, both of which, it may be, can be

somewhat improved upon.

The influence of Printers' Ink in its

constant interest finally resulted in

Mr. Nim's "Model Statute" based

upon existing statutes in certain states,

amplifying certain points which were

considered advisable. This statute

was then offered by Printers' Ink as a

suggestion to the Associated Advertis-

ing Clubs of America whose combined

influence has succeeded in establishing

the "Model Statute" as law in twenty-

three states. A definite course of

action is now being planned to secure

its passage in every state. Its form

follows

:

The Model Statute

Any person, firm, corporation or asso-

ciation who, with intent to sell or in any

wise dispose of merchandise, securities,

service, or anything offered by such per-
son, firm, corporation or association,

directly or indirectly, to the public for

sale or distribution, or with intent to

increase the consumption thereof, or to

induce the pubUc in any manner to

enter into any obligation relating thereto,

or to acquire title thereto, or an interest

therein, makes, publishes, disseminates,
circulates, or places before the public,

or causes, directly or indirectly to be
made, published, disseminated, circu-

lated or placed before the public, in this

state, in a newspaper or other pubUca-
tion, or in the form of a book, notice,

hand-bill, poster, bill, circular, pamphlet
or letter, or in any other way, an adver-
tisement of any sort regarding merchan-
dise, securities, service, or anything so

ofifered to the pubUc, which advertise-

ment contains any assertion, representa-
tion or statement of fact which is untrue,

deceptive or misleading, shall be guilty

of a misdemeanor.

To reinforce this law there has finally

been evolved in advertising practice

what is known as the "Truth-in-

Adyertising" Movement. It was in-

itiated by the Associated Advertising

Clubs of the World, which is what its

name implies—a world-wide associa-

tion of advertising clubs. The move-
ment finds expression through a special

department of the association, known
as the National Vigilance Committee,

and through Better Easiness Bureaus

and Commissions, located in most of

the principal cities of the United States.

"The National Vigilance Commit-
tee," as the plan is worked out, "con-

cerns itself with abuses of national ad-

vertising, and also works in cooperation

with the local Bureaus, which in turn,

cooperate with each other, thus main-

taining a nation-wide organization.

"The membership of a Bureau,

which is by firm, includes newspapers

and other publications, retailers, banks,

investment bankers, advertising agen-

cies, manufacturers, wholesalers, etc.

"Any local business house of good

standing is eligible to membership.

I
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Such membership carries the privilege

of complaint against abuses of adver-

tising, the right to receive all bulle-

tins issued by the Bureau, the advan-

tage of certain forms of confidential

Bureau service, and, of course, a share

in the credit for the accomplishments

of the organization.

"Bureau work has two main di-

visions—Merchandise and Financial.

The Merchandise Division directs its

attention to abuses of advertising in

such fields as department stores, men 's

and women's apparel, other retail

groups, automotive and technical,

medical and drug, food and beverages,

etc. The Financial Division is con-

cerned largely with questionable stock

promotion schemes."

Better Business Bureaus are now in

operation in thirty-two cities of the

United States. The work of these

bureaus is not only critical and con-

demnatory of bad practices but it is

constructive as well. For instance,

the Better Business Commission of

the Cleveland Advertising Club offers

recommendations as a guide to assist

in avoiding advertising statements and
practices that have a tendency to

reduce consumer's confidence in all

advertising.

The bureaus render definite forms
of service. Statements of these serv-

ices with typical applications of each
are as follows

:

1. The Better Business Bureau pro-

tects the buying public against deception

and possible fraud in advertising and
merchandising by investigating and
correcting wrong practices.

Certain seasonable goods have often

been priced at a stated figure a few
weeks previous and later offered at a
greatly reduced price. The former
price is used in many instances as the

value, when, in fact, the value of such
an article has been greatly reduced on
account of the season and other con-

ditions and such a statement would
be more or less misleading.

2. Persuades individual firms to dis-

continue unfair tactics that work to the

disadvantage of competitors.

Manufacturers have been known to

bill goods to retailers with the mis-

statement that the goods were all wool.

The retailer has in his turn sold them
to the public as all wool. The court

held that there was no defense. The
retailer should have known whether or

not they were all wool. The public

has a right to look upon the retailer as

an expert.

3. Removes unjustified suspicion and
misunderstanding between competitors

by getting the facts regarding suspected

advertising and merchandising practices

and reporting upon their real character.

The Federal Trade Commission, in

conjunctionwith a Conference onTrade
Practices of the Pyroxylin Plastic

Industry, developed the following

points concerning the branding and
advertising of pyroxylin articles

:

We are opposed to the use of the words
"Ivory," "SheU," "Amber," Jade,"

"Coral," etc., in any other than an adjec-

tive sense, and then only when coupled with

the name of the material or some other

qualifying term, such as color, finish, etc.

Illustrative of the foregoing, the following,

and similar terms, would be permissible:

"Ivory Celluloid," "Ivory Pyralin,"

"Ivory Fibreloid," "Ivory Viscoloid,"

"Ivory Zynolite," "Ivory Acwelite," etc.,

"Ivory Color Celluloid," etc., "Ivory
Color Dressing Combs," "Ivory Finish

Combs," "Imitation Ivory," "Imitation

Shell," etc. The following and similar

terms would be objectionable: "French
Ivory," "Parisian Ivory," "Tortoise-

Shell," "Tortoise-Shell Eyeglasses,"

"Ivory Combs," "Florentine Shell,"

"Ivory Toilet Sets," "Pyralin Ivory,"

"Jade Necklaces," "Coral Necklaces,"

"American Ivory," etc.

We are further opposed to the use of the

words "French," "Parisian," or any other

geographical designations in connection
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with the material or articles fabricated

therefrom, unless they truly express the

point of origin apd are coupled with some

other qualifying term, such as color,

finish, etc. Under the foregoing, the

terms "French Ivory," "Florentine Shell,"

etc., would be objectionable, while "French

Ivory Finish" would be permissible if the

thing in question originated in France.

4. Reduces the burden of unjustified

public suspicion which may, through

misunderstanding, rest upon the ad-

vertising or merchandising of any in-

stitution.

The following circular of the Vigi-

lance Committee evidences their watch-

fulness on this point.

"Self-Collection" Letter Systems

It has been brought to our attention

that a number of so-called collection

agencies, systems, or associations are ad-

vertising in the "Salesmen Wanted" and
"Business Opportunity" columns of news-

papers and magazines. The following is a

representative piece of their copy

:

Agents—$25 to $100 per day—Salesmen

selling absolute necessity to merchants

and professional men. 525 per cent profit.

Big weekly repeater. To ambitious men
and women this means $10,000-$50,000

yearly. Send dime to cover mailing.

Outfit free.

The earning claims in the classified

advertisements appear exaggerated and are

objectionable in themselves, but a more
serious consideration arises from the man-
ner in which these systems operate.

The salesmen purchase the systems for

prices ranging from one to two dollars and

resell them to merchants for five or six

dollars, thus pocketing an exorbitant

profit on each transaction. We under-

stand that the systems are composed of a

series of collection letters for delinquent

accounts. It is said that merchants fill in

and mail the letters, making it appear that

the communications come direct from the

collection agency oflBce, whereas the so-

called agency has nothing to do with them
after they are sold to the merchant. This

is, of course, a misrepresentation of facts

and we believe savors of duress, besides

appearing to be a species of false pretense.

The Committee is of the opinion that it is

not only a violation of the law, but that a

debtor could set up a valid defense against

the account if the matter was pressed to a

suit.

Merchants desiring to protect the Good
Will of their businesses should be warned

against this questionable method of col-

lecting delinquent accounts.

Publications are given these facts so

they may be fully informed concerning a

practice of confidence-destroying character.

National Vigilance Committee

5. Seeks to create maximum public

confidence in every recognized form of

advertising—out-of-doors as well as news-

paper, magazine, direct mail, etc.—by

making all advertising trustworthy.

Customers dissatisfied by reason of un-

fortunate experiences with advertised goods

or services may secure adjustments through

the Bureau, which at the same time takes

advantage of the opportunity to educate

the advertiser in error to better methods

and to impress on the individual customer

the integrity of most business.

A woman in Portland ordered a pair of

solid gold earrings of special design. When
the earrings were delivered, she became

suspicious of their quality and a test by
another jeweler confirmed her opinion

that they were not solid gold. The
customer attempted to get a refimd of her

money, which was refused. She took up

the matter with the Better Business Bu-

reau, which found the facts to be as rep-

resented by the woman. At first the store

was not inclined to concede anything, but

a straight-from-the-shoulder talk to the

manager on the influence of such methods

on the prestige of his business and the

Good Will of all business brought results.

A refund was made to the woman and the

store had been given a new conception of

the cash-drawer value of honesty in mer-

chandising.

6. Increases public confidence in all

advertising and merchandising by coop-

erating with the advertiser to represent
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Correctly his goods and the conditions

under which they are sold.

Statement:—"$10 Y Fire Extinguishers,

$4.98, Buy one and reduce your auto

insurance 15 per cent."

It was called to the attention of the

Bureau that these fire extinguishers did not

all contain a Fire Underwriter's label and
that they did not all reduce premiums on

automobile insurance.

The matter was taken up with the Y
Manufacturing Co. and it was learned

that they had been in communication

with the advertiser in advance. Both the

manufacturer and the Vigilance Committee
have been assured that care will be taken

to prevent a reoccurrence of this matter

in the future.

7. Helps an advertiser make his

printed announcements more believable

and productive. In many cases it turns

an unscrupulous advertiser into a fair-

dealing advertiser.

"Rust-Proof Iron"

The Bureau received a postal card

signed by a Mrs. X, stating that she had
bought a well-known washing-machine

from a local firm who had advertised same
as being rust-proof and that after short use,

it had rusted and that the firm in question

had refused to make a satisfactory ad-

justment.

Investigation : The local representative

for Y Iron stated that their product

should not be advertised as "rust-proof,"

but could be advertised as "rust-resisting."

This information was not submitted to the

retailer, who sold the washing-machine, as

the Bureau desired to make a complete

investigation as to whether the lady who
had purchased same had given it reasonable

care. It was found that no such person

lived at 3d Street, or 4th Avenue.

Results: However, the next adver-

tisement of the retailer in question carried

the words "rust-resisting" in explanation

of Y Iron—this without any suggestion

from the Bureau that an investigation was
being made. The constructive power of

the Bureau had apparently had a silent but
imperative effect.

It later developed that apparently a

competitor of the retailer had made the

complaint to test the efficiency of the

Bureau aswell as to"knockhis competitor."

The case was thus automatically cleared

up to the satisfaction of all concerned.

8. Protects public confidence in the

business community as a reliable trade

center so that buyers in the surrounding

territory may feel that they will get

value-received in a Bureau City.

Statement:—"Lots $500 to

Write or phone for an appointment to

inspect B by motor or airplane."

We received a complaint to the effect

that the lots advertised at $500 to $600

were not sufficient in size to be used as a

home site and that when one answered the

advertisement it was explained by the

salesman that two or more would have to

be purchased in order to secure sufficient

area upon which to build. It was further

reported that one of the representatives of

the advertiser had been approached on the

question of inspecting B by airplane and
his answer was that the statement offering

an airplane inspection was a joke.

Our investigator called upon Mr. D, who
admitted that the lots were too small for

home sites and that the property was
divided into this size lot (25 x 150) so that

it would be possible for a purchaser to secure

a 75 foot front by buying 3 lots, while this

would not be possible if they were divided

into 50 foot lots.

Our investigator explained to him that

there was no objection as to the size of the

lots or the quoting of the price of a single

lot so long as the copy made clear the fact

that one could not purchase a single lot

and secure sufficient ground upon which to

build a home.
When Mr. D was approached on the

question of the airplane inspection, he said

that arrangements had been made with the

flying field at K for an airplane and that if

our investigator wished to make the trip,

the plane was at his disposal.

9. Informs stores which are members

of the Bureau concerning misleading

statements made by employes with respect
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to goods advertised, as well as the ini-

familiarity of employes unth merchandise

advertised by their respective departments.

Statement:—"Gillette Razor, 50c.**

Our investigator noticed the sign in the

window of the above-named store and, upon

going in and purchasing one of the razors,

found that it was one of German make
designed to resemble the Gillette razor.

He culled this to the attention of the

advertiser, who immediately removed the

sign.

10. Cooperates vnth an honest busi-

ness institution to help it remove con-

fidence-destroying spots in its own ad-

vertising and merchandising.

Auction Sale of Unredeemed Pledges

A well-known firm of auctioneers ad-

vertised a two-day public sale of "Thou-
sands of Unredeemed Pledges of D 's Loan
Office."

Investigation : Investigation showed
the fact that the great majority of the

articles offered for sale had never been in

the stock of D's Loan Office, were not un-

redeemed pledges of any kind and were, in

truth, the prop>erty of another well-known

loan office, which was keeping its own
name in the dark and had simply arranged

the sale under the advertised name of the

auctioneer company.
Results: The auctioneer was advised

that his sale could not continue unless the

truth of the matter was clearly given to

the public. The owner of the stock, whose
name did not appear, was advised likewise

and the sale did not open on the second

day. The first day's sale was conducted
at a loss of something over $100, which
is a striking evidence of the poor business

probable as a result of misleading and un-

true advertising. The Bureau is convinced

that had the sale been advertised strictly

according to the facts in the case and
conducted along the same lines, there is no
doubt that it would have been a success.

Statistics Were True

A company selling orchard lands in a

southern state published, in its prospectus,

statistics of probable yields from bearing

trees which were questioned by a prospec-

tive i)urchascr. Investigation showed that

the advertiser had based the data in ques-

tion on carefully verified figures and had
understated rather than overstated his

proposition based on actual yields. In

conference with representatives of the

company, the committee recommended
that future advertising state the sources

from which the figures quoted were derived

and make clear the care with which the

yields were verified and analyzed, in order

that believability might be increased.

11. Curbs certain types of fraud such

as "home work" schemes and "gyp"

sales, advertising both locally and na-

tionally in the classified columns of

newspapers and magazines and by

direct mail.

Y Securities Advertising

D's "investment house," the Y Securities

Company, posed in many advertisements as

a regular establishment dealing in "reliable

industrial securities." This appears on

the letterhead, although we have been

unable to discover that either D or the Y
Securities Company ever dealt in any-

thing but the stocks of D's various enter-

prises.

In a magazine called, with fine irony,

" Truth," and containing about as wild and

unreliable "news" of phenomenal fortunes

made in oil as we have ever seen, the Y
Securities Company was a liberal "adver-

tiser," if, indeed, the magazine was not

merely a house organ for that company.
In one of these announcements it is stated,

in an effort to sell Y Securities stock, that

"Here is a chance for you to take abso-

lutely sure profits out of the great Texas oil

boom. Tlie Y Securities Company is as

sound and as strong as the Rock of Gibral-

tar. It markets nothing but the very best

oil securities, and it takes no risk of any

sort whatever. Every transaction brings

its stockholders a profit."

As before stated, this company dealt in

D's stocks exclusively: X Oil, now in a re-

ceiver's hands, Y Oil and Refining, now
defunct, and the Y Securities Company,
"as sound and as strong as the Rock of

Gibraltar," which is also now defunct.

1
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Advertising for "Sucker List"

D has more than once advertised in

newspapers offering to send free to in-

quirers, maps and data regarding the

Texas oil fields. These advertisements do

not mention his oil companies but they are

merely inserted to get additional names
for his "sucker list."

We suggest that copy received from D be

weighed in the light of facts set out above.

12. Promotes state and municipal

legislation for the better protection of

legitimate business and the public from
abuses of advertising. But onlyflagrant

misuses of advertising are prosecuted, and
then only as a last resort.

Examination of X, said to have been the

organizer of four Suit Clubs, will take place

in Police Court according to information

given out by the Prosecuting Attorney.

The warrant was issued after investiga-

tion by the Better Business Bureau in con-

junction with the Prosecuting Attorney's

oflBce. Men who joined the clubs, it is

charged, paid $1 a week until a certain

amount had been placed to their credit.

Then they were supposed to have the

privilege of selecting a tailored suit. Once
a week, it was advertised, a drawing would
be held and suit given free.

Investigators working for the Better

Business Bureau have been informed by
local detectives that no one has received a

suit free as far as they have been able to

ascertain. A foreman in the Plant told

detectives he was notified that he had won
a $38 suit, but when he went to claim it

he was informed that all suits at this price

had been disposed of, but he could obtain a

^5 suit by paying the difference.

According to the Prosecutor few men
ever got suits for the amount they agreed to

pay. After paying in the required sum, it

was charged, the club members were in-

formed that cloth had gone up and the

suit would cost $70 or more. There are

approximately 300 complaints in the

Prosecutor's office, the police say, of per-

sons who have paid their money and never

have drawn a suit of clothes. Four shops

were maintained in P—

.

13. Secures adjustments for custorners

dissatisfied by reason of unfortunate ex-

periences with advertised goods or service,

at the same time talcing advantage of the

opportunity to educate the advertiser in

error to better methods and to impress on

the individual customer the integrity of

most business.

This practice of deceptive cuts or illus-

trations is causing much dissatisfaction

and is greatly decreasing reader-confidence

because,

1. The reader always assumes, and
rightfully so, that cuts are samples of the

merchandise offered for sale (the only

exception being announcement advertise-

ments and others of general nature).

2. When it is found the style represented

by a cut is not to be had, and, perhaps,

never was included, there is a great big loss

of good will.

Is it worth it? If you have experienced

some of the reactions of the buying public

as the author has experienced them, you
would say no. Besides, some advertisers

seem to use such cuts with intent to mis-

lead.

14. Takes the necessary steps to

protect investment bankers from the

unfair competition of fraudulent stock

promotions, conserving money in legiti-

mate business channels in the interest

of banks and business generally, and

maintaining the confidence of the public

in the advertising of worthy investment

securities.

The Minneapolis Business Bureau re-

ports its experience as follows: The
Bureau has consistently extended and re-

ceived cooperation from the State Securities

Commission in the realm of speculative

financial advertising. The investigation

of "Fraudulent Financial Advertising"

is directed against those who seek to reach

investors, big and little, with promises of

handsome and impossible returns. Con-
siderable research is required. This is

especially true here because an amendment
to the Blue Sky Law in 1919 prevents the

newspaper advertising of any security not

approved by the Securities Commission.
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So to a very large extent, promoters of

alluring but undesirable investments, se-

curities, oil stocks and get-rich-quick

schemers have resorted to sucker lists and
direct-by-mail-advertising.

Again quoting Mr. Lee in Printers'

Ink of June 16, 1921, the following

summary is suggestive of the strides

made by the Truth-in-Advertising

Movement

:

There was a need for the Model
Statute. It reaches the fraudulent

advertiser. Its validity has been up-
held whenever attacked. It is used
and not misused. It has helped ad-
vertising. It is the background of this

association.

The year that ended on May 1, 1921,

has been the greatest year in the
history of the Vigilance Committee,
speaking in terms of definite accom-
plishments. During that year ap-
proximately 1,000 cases were investi-

gated, 650 of which have led to definite,

successful results. Approximately 1,-

655 inquiries have been handled.
Figures reported by local bureaus

for the year show that 6,815 cases have
been investigated and that there have
been but 51 prosecutions.

We no longer find it necessary to

explain or defend the movement. Our
mail is intelligent. The letters we
receive show that the movement is

understood.
We have gone safely in order that

we may go far.

Now' we have come to the point
where we must expand. We are to
stop theorizing that we are covering
the entire country and actually cover
it.

All of the Better Business Bureaus
of the country are to be joined in an
association. That association and the
National Vigilance Committee are to
be welded into one body. This plan
was discussed at the convention of the

Associated Clubs and will be acted

upon in a short time.

In order to make our work na-

tional in scope and in order to handle

every case that comes up we must
have contact in every county in every

state in the Union.
I have said that we have relied upon

the Postal Law in certain cases. We
want the Model Statute to be the

whole force so far as law is concerned.

Through the new contacts which are

to be created we intend to have the

Model Statute enacted into law in

every state in the Union. It has been

asked why we do not endeavor to have
the Model Statute made a federal law.

This we do not want. There are

several reasons. The most important

one is that it is possible to obtain action

more readily in the state courts than

it is in the federal courts. There are

generally not so many other cases

ahead in the state courts.

At Atlanta a campaign for the pur-

pose of putting the Model Statute on
the legislative records of those states

which do not now have it was dis-

cussed. It is now planned to publish a

brief on "The Law and Misleading

Advertising," which will contain a

discussion of existing laws affecting

advertising and the prevention of

fraud and which will show why the

Model Statute should be enacted into

law exactly as it was first proposed by
Printers' Ink. This brief will be
given wide publicity as an educational

j
force. I

Unless we can put the law on the

books of every state this movement
cannot advance as it should. The
Model Statute has been the ounce of

prevention that has made it unneces-

sary for the advertising business to look

for the pound of cure that surely

would have been necessary had the

Model Statute not been enacted into

law in an increasing number of states

since 1913.

1
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Better Ethical Standards for Business

The Purpose of the Commercial Standards Council

By Williams Haynes
President, Drug and Chemical Markets, New York City, Chairman, Educational Committee,

Commercial Standards Council

ALTHOUGH there is full knowl-

edge of good and evil among
business men, nevertheless, business

ethics have always lacked the class

consciousness of professional ethics and
as a result, the ethical forces of business

have not been well organized. Despite

the Clayton Act and the Sherman Law,
"fair and honest dealing" is as yet

ill-defined; in many industries "trade

custom" is still the only ethical code;

what is condoned in one industry as a

business necessity is condemned in

another as business dishonesty. This

confused and complicated situation has

been hurt, rather than helped, dur-

ing the past five years.

The mad scramble for the extra

profits scattered broadcast before all

industries by the War; the wholesale

cancellations of contracts at the signing

of the Armistice; the demorahzation of

both buyer and seller during the defla-

tion period, are all reflected in business

tendencies, commonly noted in many
directions. And there is danger lest

these tendencies develop and become
fixed during the years of bitter competi-

tion that are before us. It is, therefore,

significant that just at this time a na-

tional organization, composed of mem-
bers drawn from every business field,

should be formed with this avowed ob-

ject: "To develop the highest commer-
cial standards and to eliminate harmful

business practices." This first co-

operative association of the ethical

forces of American business is known
as the Commercial Standards Council.

The organization was born at a
meeting in New York City in January
of 1922. A group of men composed

largely of the officers of national busi-

ness associations, called together by
the author, met to discuss ways and
means of assisting in the passage of the

Judiciary Committee Bill (H. R. Bill

10159) "to further protect interstate

and foreign commerce against bribery

and other corrupt trade practices."

Objects and Organization

For the purpose of fostering higher

business standards and eliminating

business malpractices, the Commercial
Standards Council binds together com-
mercial organizations of many types

in many fields, and also firms and in-

dividuals interested in better business

ethics. Its president, very fittingly, is

a purchasing agent; its secretary, an

advertising man. On its Executive

Board serve a well known sales manager,

the publisher of a business paper, repre-

sentatives of the shipping and the paint

and varnish industries, and a college

professor. Affiliated with it are many
business organizations representing

credit men, purchasing agents, adver-

tisers, sales managers, and manufactur-

ers of such varied products as chemicals,

printing inks, coal-tar dyes, office appli-

ances, celluloid, disinfectants, hard-

wood lumber, paper, machinery, etc.

Its organization is informal. Mem-
bership is open to any association,

firm, or individual interested in fur-

thering the objects of the Council, and
its funds are raised not by dues, but by
the voluntary contributions of mem-
bers. Headquarters are maintained at

19 Park Place, New York, where litera-

ture and membership applications may
be obtained.
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The work of the Council, adminis-

tered by an Executive Board of seven,

is to crystallize the best sentiment of

American business, to inform business

men and the public on questions of

business ethics and to stimulate and
direct efforts tending to the elimination

of unfair and dishonest dealings. In

the main, its work is being done in-

directly through the direct efforts of

the organizations affiliated with it.

The Commercial Standards Council

has set before it, as its first task, the

elimination of commercial bribery, and
to this end is conducting an educational

campaign and working to secure the

passage of federal legislation.

Commercial Bribery

The secret giving of commissions,

money and other things of value to

employes of customers for the purpose

of influencing their buying powers, is an
e\'il more \sadespread than is acknowl-

edged. It is a peculiarly insidious and
dangerous tendency since it blinds a

man of character to his sincere, good

convictions and forces him to yield to

competitive pressure in the belief that

to resist would be to court disaster.

Commercial bribery, if allowed to pro-

ceed unchecked, will destroy legitimate

competition, for it easily defeats honest

advertising or efficient salesmanship

and always frustrates efficient pur-

chasing on the basis of quality and
value. It affects vitally, therefore,

both sellers and buyers, and is of direct

concern to advertisers, salesmen, and
purchasing agents; manufacturers,

jobbers, and retailers. It adds tre-

mendously to the cost of distributing

all goods, and this unnecessary selling

expense is naturally passed on to be

paid ultimatelybythe American public.

Unfortunately, the evil is spreading.

From its very nature, if it is not

checked, it will honeycomb all Ameri-

can business, because the most sincere

and honest seller of goods is powerless,

no matter what the quality or price of

his product may be, to sell to a buyer
whose purchases are controlled by
graft. It takes many forms; not only

the direct payment of a cash bribe,

but special rebates, double invoices,

coupons redeemable in goods, elaborate

presents, extra commissions for quan-

tity orders or quantity sales. It is

found most commonly in connection

with the sale of basic commodities used

in manufacturing and in foodstuffs;

but it is reaching throughout the manu-
facturing industries and even into the

retail trades. Some industries, notably

the paint and varnish manufacturers

and the ship])ing interests, have had
the high moral courage to admit the

evnl, but many industries, where it is

common, do not acknowledge the fault.

Proposed Federal Legislation

The work of the Federal Trade
Commission, the passage of various

state laws against commercial bribery,

the cases which have come into state

courts under these acts, have all called

attention to the spreading evil. Pub-
licity is the only weapon of the Federal

Trade Commission, and the state laws,

since American business has largely

wiped out state boundaries, are enforce-

able only in a single commonwealth.
Neither can adequately cope with the

national situation. On January 27,

1922, a federal bill was reported in the

House of Representatives, by the di-

rection of the House Committee on the

Judiciary, to eliminate commercial

bribery. This proposed bill is a model
based on the experience of state laws

and the laws of Great Britain and her

colonies. It contains several signifi-

cant features, without which no com-
mercial bribery legislation can be

effective:

1. Its scope covers not only direct

bribe giving, but the falsification of
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documents and the solicitation of

bribes.

2. It provides that "trade custom"
shall not be admissible or constitute a

defense.

3. It provides immunity under the

law to the person who shall first report

the fact, under oath, to a federal

district attorney. Thus it breaks up
the conspiracy of silence between bribe

giver and bribe taker that other com-
mercial bribery laws enforce on both

parties,' and makes the law, through

fear of exposure, a preventative meas-

ure.

4. It provides for a fine or imprison-

ment for proven breaches of the act.

Aroused Business Sentiment

Excellent and practical as are the

provisions of this proposed federal law,

the Commercial Standards Council

appreciates fully that American busi-

ness must clean its own house. The
law is a broom for this purpose, but the

broom must be wielded by the force of

public opinion. The Council is, there-

fore, collecting facts and figures about

commercial bribery. It is showing

American business men the commercial

shortsightedness and the dishonesty of

the practice. It is rousing the better

business sentiment of the country,

American business today faces a

hard task. Economic readjustment

has brought tremendous competition.

In many industries there must be great

curtailment of production unless export

trade is developed, and this must be

developed in spite of a war-won, un-

deserved reputation for sharp dealing.

American business is freer from dis-

honesty and malpractice than most
national commerce. An American
business man. A, T. Stewart, gave to

the world a fixed price in retail stores,

abolishing haggling barter and dis-

couraging completely the age old

proverb: "Let the buyer beware."

Known prices are the rule—not the

exception—in most branches of Ameri-

can trade. American business has

abolished the giving of secret rebates

against transportation charges. Amer-
ican business has established advertis-

ing and salesmanship upon an honest

basis of efficiency not known elsewhere

in the world. Through the Commercial
Standards Council, the right conscious-

ness for fair dealing, inherent in the

average American business man, has

the opportunity for expression and for

organized effort to establish higher

business ethics.

A Simple Code of Business Ethics

By Edward A. Filene
President, William Fiiene's Sons Company, Boston, Massachusetts

GOOD will is one of the most im-

portant assets of any business.

It is dependent basically on the con-

fidence of the public. Public confi-

dence, in turn, depends upon the real

service to the community that the
business performs.

Because of the recognition of this

fact, many sets of "business princi-

ples," often unwritten, have grown up.

There has developed, also, a code of

business ethics that, though unformu-
lated, has perhaps obtained somewhat
general recognition. There seems to be

need of a simple written code. I

propose the following:

1. A business, in order to have the
right to succeed, must be of real serv-

ice to the community.
2. Real service in business consists
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in making or selling merchandise of

reliable quality for the lowest ])racti-

cally possible price, provided that mer-
chanaise is made and sold under just

conditions.

This is short and simple. At first

glance it may appear insufficient. Yet
a closer study wnll show that it covers

the whole field of business ethics.

Let me try to indicate a few of the

possible bearings of this statement of

principles and draw upon the experi-

ence of a lifetime to show why it is my
firm conviction that it is not only all-

sufficient from an ethical standpoint,

but is also the very best basis upon
which the greatest just success in busi-

ness can be attained. It covers all the

degrees: to get on (positive); to get

honor (comparative); to get honest

(superlative)

.

In the first place, I say that one has

not gained the right to success until he

has made his business of real service to

the community. Just because one has

organized a company, built a factory or

opened a store is no reason why the

community owes him a living. He
went into business voluntarily. He
must justify success by doing some-

thing which merits compensation.

This would seem self-evident, and yet

it is true that a great deal of business

is done with no real comprehension of

this axiomatic truth. If I take money
from you without return service, by
force or threat, I am legally a thief and
a robber and can be arrested and put in

prison. Likewise, if I take from you
by fraud or false pretense, I can be
dealt with legally. But under the

common practice of today I can safely

take from you, in return for merchan-
dise, all that I can induce you to pay.

In reality, the difference between the

last case and the first is not fundamen-
tal, the chief difference being that the

last is done under the shield of custom.

Ethically, imless the manufacturer and

the merchant give an adequate return,

unless they render a real service, they
have no more right to a reward than has
the robber or the cheat.

"Real Service to the Community"

At the first reading, the truth of the

first part of the code, even though
acceptable, may not seem to cover

enough of the field. This will depend
on the definitions given to the terms in

the code. Let us examine the defini-

tion of service in the second sentence of

the code. What constitutes "real

service to the community?" Clearly

it is not offering merchandise for sale

at the greatest price which w^e believe

can be obtained from the public. The
work of the manufacturer consists in

making goods which to his expert

knowledge are best adapted for the

particular uses for which people want
them. The work of the merchant

consists in obtaining merchandise in

wholesale quantities and selling it in

retail quantities at a just price.

The merchant who buys a pair of

shoes and sells them for more than a

fair advance over cost, performs no

adequate service to the community and
is ethically no more entitled to a profit

than is the man who steals an auto-

mobile and sells it to some unsuspect-

ing purchaser, or the man who makes
adulterated goods and sells them for

genuine. We would refuse to pay the

bill of the physician, the carpenter or

the man who shovels snow off the side-

walk, if he did not perform a service

somewhere nearly equal to his charge.

Should not the same demand for ade-

quate service be made on the manu-
facturer, the merchant and the banker

as on other servants of the community?
But we pay the charges of a system of

merchandising that, because of exces-

sive expense in doing business and the

charging of profit on the basis of such

expense, adds, on the average, nearly

I
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01" quite one hundred per cent to the

production cost of the goods.

If one makes merchandising too ex-

pensive, if he exacts a profit greater

than a just compensation for his work,

then he ceases to serve the community.

In so far as he makes profits beyond the

value of the work performed, he be-

comes a parasite. The manufacturer

or merchant who does not reduce busi-

ness costs and profits to the lowest

practicable figure, and so enable the

community to obtain goods for as low a

price as possible, is not serving the

community to the best of his ability

and consequently is not entitled to

large rewards. It is his duty to sell his

goods or merchandise at the lowest

practicable price, including the lowest

safe profit. His total profit must in-

crease, not through large margins on

few transactions, but through the

number of people whom he serves and
the number of times he serves them.

"Lowest Practicable Price"

But this is still not enough. Our
code should furnish us something with

which to measure this lowest practi-

cable price. A price that is the "low-

est practicable" in one place may not

be so in another, and the lowest prac-

ticable price one year will probably not

be the lowest practicable another year.

Civilization started when a savage

horde discovered that some one of the

group could make sharper arrow heads

than the others and gave him the task

of making arrow heads for all the rest,

promising, in return, to provide him
with the necessaries of life. From then

until nowwe have gone on progressively

increasing the specialization of individ-

uals and with every step of speciali-

zation and standardization we have
reduced the total amount of work that

humanity as a whole must do to

maintain itself. Each improvement
and refinement of this process makes

16

each effort of each individual worth

more, or, relatively, makes the things

he needs or desires cheaper. We are

blocking the march of civilization unless

we can make ever cheaper and cheaper

the goods we sell.

During a life-long experience in re-

tail distribution, my views on the

factors that go to make up real service,

and their relative importance, have

changed a number of times, but each

change has brought me nearer to the

conclusion that no real service can be

rendered except as business makes the

necessaries of life more and more ac-

cessible to the consumer, i.e., makes
pricep cheaper and cheaper. The great-

est rewards of business in the past have

gone to financial leaders. In the fu-

ture, success will depend not so much
on finance as on the ability to lead

large numbers of employes so that

they will produce successfully and

cheaply. The basis of such success is

harmonious conditions.

It should be axiomatic that the

merchandise must be of reliable quality,

for a lowering of prices through the

substitution of inferior merchandise is

not real progress. Surely we need not

dwell on this point of the creed.

"Just Conditions"

Finally, the proposed code calls for

merchandise made and sold under
" just conditions." If one " serves " the

community at the expense of any por-

tion of it he has not added to the sum
total of the community's welfare, but

has been merely the means of depriving

some of its members-of benefits for the

sake of distributing them to others. If

a merchant handles merchandise that

has been made under " sweat shop con-

ditions," imder "padrone" systems or

by underpaid or overworked people, he

is sinning ethically as well as economi-

cally ; for either he is benefiting himself,

or he is letting the rest of the com-
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munity benefit, at the expense of those

workers.

Equally, a manager's treatment of

his employes must be just. This is not

the place to enlarge on the various

methods that have been developed,

chiefly diu'ing the last ten years, to

ensure justice and pleasant relations

inside the factory or shop. Too much
thought and planning cannot be given

to creating good relations between

employer and employe, but in the

endeavor to improve these relations

the fact should not be lost sight of that

such work is not an end in itself but

merely a very important factor among
the means for attaining the true aim of

business—service to the community.

The Business Man and His
Employes

I am in honor bound, as a decent

citizen, to treat my employes as well as

I know how. K I am to require of the

city that it send my employes to my
store in the morning fortified by educa-

tion and health to do my work, I have

assumed by that very requirement the

duty of sending them out at night at

least not deteriorated, and if I have any

sense of honor I shall want to give good

measure and try to send them out,

so far as lies in my power, improved

physically, financially and morally by
their working hom-s.

Now, of course, this is a hard thing

to do and, in fact, is not generally

accomplished. But the failure to do it

is always paid for indirectly and is more
expensive and more onerous than the

doing. Employes made friendly to

their employers,through just treatment

and good conditions, are much more
likely to be useful and profit-producing

employes than are those who work
under bad conditions. Moreover, good

relations between employers and em-

ployes leave the managers free for their

proper work of planning and admin-

istering the growth and success of the

business.

We have been admonished to "love

our neighbors as ourselves." Our real

neighbors in these days of city life are

not at all the people who hapi)en to

move in next door to us; our nearest

neighbors are the people with whom we
spend most of our waking hours. And
with whom do we employers come in

more continuous contact than with our

employes? When once our thoughts

run along this direction we see that

there are many additional reasons for

recognizing our employes as our nearest

neighbors.

"Neighborliness" and Its

Implications

With this consideration of my em-
ployes as my nearest neighbors and

with the welfare of the business also

urging me on, I soon found myself

going outside of my store walls into

city affairs. I was forced to associate

myself with groups of other citizens

who were trying to make the city a

better one for my employes and myself

to live in. This is justifiable; indeed,

becomes essential, once the fact is

recognized that our employes are our

neighbors. We cannot let our neigh-

bor pass in a rainstorm without offer-

ing at least a share of our umbrella, and

when my employes came in wet from

bad street car service I felt that I was

only trying to be a good neighbor when
I undertook to help reform that service.

I therefore participated in the organi-

zation of a franchise league which for

many years was influential in bettering

the local service.

The same relationship in civic affairs

forced me to help consolidate and re-

organize the various business associa-

tions of the city. It led me to help

create a City Club, where employers

and employes and the friends of each

could meet and learn to understand
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each other. Following this same im-

pulse of duty to my neighbors

—

my employes—I finally came natu-

rally into national and international

work.

As I look back I find that each of

these was, in itself, worth the time and

effort it took, but, as my vision grew

from these experiences, I began to see

that it was all a means to the big end,

to the end of real service which, for a

business man, is to enable people to

buy cheaper and cheaper. This in-

sight came late with me, and I am
going to dwell on it because I find that

it comes late with most men.

Cheaper Prices the Way to
Freedom

The world is pretty well agreed now
that, after all, its greatest progress will

come from the greatest freedom to all

men. While definite gains may be

made by autocratic control of business

yet, in business as in government, our

experience has shownusthat democracy
is the safest road, and in spite of all its

weaknesses it is the dominant political

creed of today. Democracy is based

on freedom. Freedom is not an eagle

screaming on a crag, as we were told

at Fourth of July celebrations at an
impressionable age. The fundamental
basis of freedom isthe margin men have

in their income over their outgo. No
man is really free if he does not have
more than enough with which to pur-

chase the necessaries of life for his wife,

his children and himself.

If a pair of shoes for the baby costs a

day's work and a pair for each other

member of the family costs from a day
and a half to two days of work, a suit

of clothes or a dress costs from five to

seven days' work, monthly rent costs

six to ten days' work, and so on, then

the man who requires the work of

every available day in the month to

provide food, shelter and clothing for

himself and his family is not free. There
was a time when it cost a considerable

fraction of a day's work to procure a

drink of water; today, in the cities at

least, water is so cheap that in this

particular item men are free.

Under a code of ethics that requires

business to sell cheaper and cheaper,

the necessaries of life will be more easily

obtained, and gradually the so-called

luxuries of life will become more and
more available for less and less hours

or days of work; and thus men will

become freer and freer.

The results of selling goods cheaper

and cheaper show in the reduction of

the number of hours of a day's work.

Within a generation the working hours

have gone down from sixteen to eight.

There are enough indications and
possibilities of further reductions in

sight to make it not impossible that in

time five hours' work a day will be

sufficient to provide a living for a man
with a family. This does not mean
that a man will work only five hours,

but rather that he need work only five

hours for a mere living; many men
under such circumstances will work
eight or ten hours at their vocation,

spurred on by the desire to put their

children through college or to satisfy

other desires. It will also leave the

workers free to have an avocation

besides—^five hours for necessary work
and five hours for that work to which

they would give their whole time if

they could afford it. Personally, I

have always thought that preachers

and teachers would do better work if

they followed their professions only

part time and some other vocation the

rest of the time. This idea has been

accepted in some schools.

Conclusion

I dare not follow this line of thought

out into its ramifications, attractive as

theyappear, lest I bethought a dreamer
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instead of the shopkeeper that I am.
Along this line, however, I believe lies

the solution of many of the pressing

economic questions of today which
seem so hopelessly insoluble to many
thoughtful citizens. It lies in making
the products of business available at

ever cheaper prices, and so permitting

the great mass of the people to enjoy

the full fruits of modern specialization

and standardization. Mr. Ford has

proved that this is not merely a philan-

thropic idea. The producer or the

merchant who grasps the truth of this

thought will in the end win a reward
which is fairly his and which goes far

beyond the dreams of the man who is

in business for the profit alone.

One of America's foremost citizens

lately said to me that in his opinion

the security of the world depends in

the last analysis on the way in which
individuals conduct themselves. He
said that the thing most needed was the

will for service to the community, to the

state, to the nation and to the world.

Illustrating this point, he mentioned ex-

amples from his own experience show-

ing that the progress of the world was
retarded by selfishness, of which there

was no better measure than the un-

necessarilyhigh prices chargedforgoods

.

From the so-called "practical stand-

point, " also, I want to call attention to

the fact that in these years of intense

competition people are scanning prices

as never before and buyers are going

where they can buy the cheapest.

Firms which cannot save their wastes

of labor and material and meet this

competition by selling cheaper and
cheaper, will be forced out of business.

Those that succeed will succeed on a

bigger scale than ever before. They
will sell greater and greater quantities

with less and less expense and margin
of profit on each item.

Mr. Ford has done this in his produc-

tion. He has demonstrated in fact,

and not merely in word, what the ap-

plication of this idea does, in the case

of an article which was a luxury when
he took hold of it but became a neces-

sity as he made it cheaper and cheaper.

What is applicable to automobiles is

applicable to any article demanded by
the mass of the people.

So I say:

1. A business, in order to have the
right to succeed, must be of real serv-

ice to the community.
2. Real service in business consists

in making or selling merchandise of re-

liable quaUty for the lowest practically

possible price, provided that mer-
chandise is made and sold under just

conditions.

Campaign of the International Association of Rotary
Clubs for the Writing of Codes of Standards

of Practice for Each Business and Profession

By Guy Gundakeb
Philadelphia, Pennsylvania, Chairman, Committee on Business Methods, International

Association of Rotary Clubs

A ROTARY CLUB consists of

men selected from each distinct

business or profession, and is organ-

ized to accomplish:

First: The betterment of the indi-

vidual member.

Second: The betterment of the mem-
ber's business, both in a practical way
and in an ideal way.

Third: The betterment of the mem-
ber's craft or profession as a whole.

Fourth: The betterment of the mem-
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ber's home, his town, state and coun-

try, and of society as a whole.

The Rotary Club of Chicago, Club
Number One, was organized on Feb-

ruary 23, 1905, by Paul P. Harris, a

lawyer, and three Chicago business

men. At the first meeting of the club,

it was made a fundamental of member-
ship that only one man would be

selected from each business or profes-

sional calling. "Rotary" was chosen

as the name of the new club because

the members met in rotation at their

various places of business.

From a nucleus of nineteen members
in 1905, Rotary has grown to eighty

thousand, with clubs in more than a

thousand cities, embracing twenty-five

countries of the world. It is an odd
coincidence that, concurrent with the

growth of Rotary, there has been a con-

stantly increasing wave of public sen-

timent among business men, demand-
ing a more exacting and more sensitive

business conscience. Along with the

development of this quickened busi-

ness conscience men in various crafts

began to feel the necessity for codes of

standards of correct practice.

While it is apparent that the state-

ment of standards of practice is the

special province of national, provin-

cial or state organizations of the vari-

ous businesses or professions, experi-

ence has shown that these bodies are

slow to act on such matters. In con-

sidering the writing of codes of stand-

ards of practice, one must remember
that business men as a rule, through the

very practical way in which business is

conducted, are not abstract thinkers.

Few business men have ever essayed

to abstract the principles of correct hu-

man relations from the many concrete

examples within their own experience

and arrange them for the guidance of

their fellows in the crafts; nor do they

constantly examine their organiza-

tions to observe whether trade cus-

toms of many years' standing have the

warranty of being good business prac-

tice. The larger the business, and the

greater the number of departments and
employes, the more difficult it is to be

absolutely certain that the business

methods practised are above criticism.

Many business men whose character

and integrity are beyond reproach and
who endeavor to conduct their busi-

ness with regard to high standards,

when inspired to careful self-examina-

tion of their current practices, pale

when brought face to face with condi-

tions in their establishments. They
discover practices of the most rep-

rehensible type, practices inherent in

the usages and customs of the craft.

Codes of ethics have arisen in various

ages, reflecting the ideas of scholars

and philosophers. Most of these are

couched in high-sounding phrases, call-

ing men to higher ideals and higher

business standards. Many of them are

platitudes; many are so indefinite and
general that they have no practical

significance. It is not possible to prac-

tise undefined business ideals, or to

strive to actualize glittering general-

ities. Therefore, the pressing need to-

day is a plain statement of business

rules of conduct v/hich shall clearly

define what one should do and what
one should not do.

As Rotary is a cross section of the

craft and professional world, and as

each Rotarian has placed upon him the

responsibility for doing something for

the betterment of his craft, particu-

larly stressing higher business stand-

ards, the International Association of

Rotary Clubs has inaugurated a cam-
paign for an intensive drive on the

writing of codes of standards of correct

practice in all crafts corresponding

with the businesses or professions rep-

resented in Rotary. In organizing this

campaign, Rotary made it quite clear

that it was not presuming to advise the
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crafts as to their duty in regard to

codes, but it did, however, insist that

those Rotarians who were members of

the craft should become active crafts-

men, cooperating with their fellow-

craftsmen in seeking the statement of

standards of correct practice.

It has been noted that the time is

appropriate for this codifying of stand-

ards of practice. It is doubly appro-

priate when there is a proximate tran-

sition from lean business to a period of

great prosperity. It is far more neces-

sary to create and instill inspiration for

high business standards in prosperous

times than in poor times. When there

is little business and strong competi-

tion, business men feel the necessity of

strict attention to details, high-class

service and zealous regard for the high-

est ideals of business methods. On the

other hand, when the sales-manager's

desk is overloaded with orders, and
people are clamoring for the products

of his establishment, there is a tend-

ency to laxness in the appreciation

of these selfsame business virtues.

Delivery of goods when convenient,

substitutions, loose interpretation of

specifications, sharp practices, are the

concurrent results of waves of pros-

perity.

As an illustration of this tendency,

you will recall that during the recent

World War ethical business dealings

were particularly noticeable by their

absence. When these untoward con-

ditions develop, craft organizations

must step in and, by a carefully pre-

pared educational campaign, seek to

have their members and others avoid

that which is the natural concomitant

of business prosperity. Many years

ago, Machiavelli said, "The end justi-

fies the means." The Romans had
an aphorism, "Let the buyer beware,"

and even oiu* own Benjamin Franklin

based a plea for honesty on the fact

that it was "good policy." Rotary, as

an institution, deprecates business prac-

tices based on such low motives and

urges the necessity for higher business

standards on the very elemental ground

that such standards are right, and
therefore binding on all business men.

Rotary's part in the campaign for codes

of correct practices is mainly inspir-

ational.

In urging Rotarians to be active in

inspiring all business or professional

associations to prepare codes of stand-

ards of practice, the Committee on

Business Methods felt that since the

writing of codes was absolutely a new
work for many craft associations, it

was necessary to indicate the points

which should be covered in the code.

With this in view, each Rotary Club
received the outline of a theoretical

model code, so as to call the attention

to all of the various relations which

should be included. This statement

was not haphazard, but was a deduc-

tion from a study of many codes re-

ceived by the Committee prior to its

campaign. It stated:

A code of correct practices should in-

clude:

(a) A statement covering the personal

character rides of conduct for the crafts-

man himself as the executive officer, if it

he a corporation.

(h) Rules of conduxit governing the re-

lation of the employer vnth the employe

{the observation of which may be the only

known antidote for social unrest)

.

(c) Rules of conduct governing the

craftsman's relations with these from
whom he makes purchases.

(d) Rules of conduct governing the

craftsman's relations with his fellow-

craftsmen.

(e) Rules of conduct governing the

craftsman's relations with professional

men whose professions are interlocked

with the craft; sux;h as physicians, engi-

neers, architects, etc.

(J) Rules of conduct respecting the

I
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craftsman's relations vdth the 'public,

'presumably his patrons, both clients and
purchasers.

The underlying principle of these rules

is Service, flanked by Honesty and Truth.

(g) Rules of conduct governing the

making and executing of contracts, ivith

special reference to specifications. (This

is included as a special heading not only

because of its importance, but to avoid

splitting the topic in its phases, under

four or five headings.)

(h) A statement of certain well-knoum

violations of the code of correct practice

vyith strong discouragement of such prac-

tices. In brief,—a statement of the

"Don'ts" of business conduct.

If the craft to which Rotarians be-

long has no written standards of prac-

tice, Rotarians should take the lead, or

support other craftsmen, in urging the

appointment of a committee to prepare

a code of correct practices. K the craft

has a code of correct practices, and it

fails to include all of the relations ap-

propriate to a model code, Rotarians

should take the lead or support others

in urging its revision or amplification.

Let us consider the eight suggested

topics for a model business code, and
see what rules of conduct should be in-

cluded under each heading. As a gen-

eral proposition, "the earmarks of a
worthwhile code of ethics are its defi-

niteness and conciseness in statements.

Rules of conduct must be very specific

and plain spoken, and should com-
pletely cover all phases of business

relations."

A statement covering the personal char-

acter rules of conduct for the craftsman

himself or the executive officer, if it be a

corporation.

The rules of conduct under this topic

should present the personal and busi-

ness qualifications of the craftsman
who engages in a given business or pro-

fession. The Oregon Code of Ethics

for Journalism, approved January 14,

1921, states among the personal qual-

ifications: sincerity, truth, care, com-
petency, thoroughness, justice, mercy,

kindliness, moderation, and conserva-

tism. Each qualification is taken up in

detail in the code.

Business qualifications mentioned in

many codes include: honor, integrity,

business morality, credit standing, and
knowledge of the details connected

with the conduct of the business or

profession.

B
Rules of conduct governing the relation

of the employer vrith the employe (the ob-

servation of which may be the only known
antidote for social unrest).

The standards of practice, under

this topic, should be based on a spirit

of fairness and cooperation, through

friendship. Among the standards

stated should be those covering: em-
ployment, wages, permanency of occu-

pation, working conditions, training,

opportimities for advancement, recre-

ational facilities, disputes, assimilation

of new employes, discharge from serv-

ice, etc.

This particular topic is not well cov-

ered by any code received by the Com-
mittee on Business Methods. In one

of the proposed codes, there is a state-

ment which might be taken as typical

of the rules covered under this topic:

"Employes should be paid wages con-

sistent with living conditions and the

service rendered—a fair day's wage for a

fair day's work. Employers should not

permit the unusual employe to give

more than a fair day's labor for the pay
he receives." In order that rules of

conduct might be suggested covering

this portion of the code, an advertise-

ment was inserted in the Rotarian, the

monthly publication of Rotary, asking

all readers who had established friendly.



The Annala of the American Academy

intimate and cordial relations with

their employes, to write an article

under the title, "How I Set My Own
House in Order." It was believed that

from such a sjmposium, many just and
equitable standards of practice might
be deduced. Many articles covering

this point are now being studied by the

Committee, to see if any general prin-

ciples can be abstracted for the guid-

ance of business generally.

C

Rides of conduct governing the crafts-

man's relations with those from whom he

makes purchases.

Rules of conduct under this topic

should include treatment of seller

(audience, interviews, truthful state-

ment of facts, etc.); purchasing meth-
ods; conditions of purchase (offer and
tender); containers, where goods are

f. o. b., etc.; whether the order is

a brand order or an order based on
set qualities; quantity shipments and
prices.

The proposed code of the Restau-

rant Association will illustrate the

types of rules of conduct for this sec-

tion:

Courtesy should be given all sales-

men or representatives inquiring for

business. It is thoroughly good con-
duct to decline to see salesmen who
desire to present subjects of no interest

to the purchaser.

The time of salesmen should not be
heedlessly wasted in having and com-
pleting interviews.

Truth and honesty should be ob-
served in all interviews. No mislead-
ing statements shoiJd be made to se-

cure lower prices, nor shoidd lower
prices of competitive firms be shown to
others.

The seller who offers a lower price

for equal quantity and quality shoidd
get the business; it should not be given
to his competitor at the same figure.

It is thoroughly ethical to decline to

accept goods delayed in deUvery be-
yond the time sp)ecified, provided that

acceptance would cause loss to the
purchaser. It is unethical to decline

goods on delayed delivery to secure

price revision, if no loss has resulted

from such delay.

The terms of payment governing the
purchase and the place of free delivery

shoidd be fixed at the time the pur-
chase is made, and carried out to the
letter. Discounts for cash can only be
taken if payment is made within the
time limit specified. Etc., etc.

Note how plain-stated the code is.

No indefiniteness, no frills, just a busi-

ness man's writing down of his stand-

ards expressed in "Do's and Don'ts."

D
Rules of conduct governing the crafts-

man's relations with his fellow craftsmen.

The standards of practice under this

topic are based on the principle that

fellow craftsmen should work together

for the benefit of each and all.

As illustrative rules, note the fol-

lowing:

From the Pharmacists' Code:
He should not in any way discredit

the standing of other pharmacists in

the minds of either physicians or lay-

men. He should not obtain or use

private formulas of another, nor should

he imitate or use another's prepara-

tions, labels or special forms of adver-

tising. He should not fill orders or

prescriptions which come to him by
mistake.

From the Code of the National As-
sociation of Ice Cream Manufacturers

:

Making false or disparaging state-

ments, either written or oral, or cir-

culating harmful rumors respecting

a competitor's product, selling price,

business, financial or personal standing,

is an unfair practice.

Simulating in one's own product the

trademark, trade name, cartons, slo-

gans, advertising matter or appearance
of the competitor's products is an un-

fair practice.
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As a limiting standard of practice on

the relation between fellow craftsmen,

the Associated General Contractors of

America state:

It is improper practice to engage
in or countenance any combination
whereby prices are fixed or the market
controlled in favor of any particular

interest or against the interests of the

public.

E
Rides of conduct governing the crafts-

man's relations vnth 'professional men
whose professions are interlocked with

the craft; such as physicians, engineers,

architects, etc.

The interlocking relations of busi-

nesses with professions require a state-

ment which is generally quite technical

in character. The Pharmacists' Code
prescribes that the pharmacist should

not assume any functions of the asso-

ciated profession (medical), except in

cases of emergency. It stresses careful

and faithful preparation of the physi-

cians' prescription and obedience to his

orders relative to refilling or supplying

copies of prescriptions. Whenever
there is doubt as to the physician's

orders, verifying information should

be secured to avoid mistakes. Similar

relations exist between the architect

and the builder, the civil engineer and
the road constructor. Rules of con-

duct under this topic should be in-

cluded in professional codes, so that

the reciprocal relation of the profes-

sional craftsman with the business

craftsman will be covered.

Rules of conduct respecting the crafts-

man's relations with the public in gen-

eral and with those who become his pa-

irons, both clients and purchasers.

The standards of practice governing

the relations of the craftsman to the

purchasing public should so direct his

course that every business relation

and service exemplifies honorable and
straightforward dealings. This ap-

plies particularly to clients and the pur-

chasing public. There is still another
phase of the craftsman's relations to

the public, treating of his conduct as

affecting the general weal.

As regards the purchasing public and
clients, the standards of conduct should

cover fair prices, service, honest prod-

ucts truthfully represented, and phys-

ical equipment of the plant. The
following well illustrate

:

From the National Retail Monu-
ment Dealers of America's code

:

To have an orderly and inviting

place of business, realizing that it is

not only a source of satisfaction to the
owner, but compels the respect of his

patrons.

From the Code of Ethics of the Na-
tional Hardware Association

:

Price reductions by manufacturers
should be passed promptly to the retail

merchant, and by him to the public.

From the proposed code of the Na-
tional Restaurant Association:

Purchases of equal quantities should
have equal prices.

From the Code of the National Com-
mercial Fixtures Manufacturers' Asso-
ciation:

Any craftsman who authorizes an
individual to solicit business and sell

goods for him should see to it that the
salesman is fully instructed as to the
policy he should pursue on all matters
covered by the Craft's code of stand-

ards of practice.

As regards the general public, stand-

ards covering the maintenance and
observance of local, state and federal

laws, broad principles of social service,

participation in community better-

ment movements (civic, charitable and
philanthropic), are points to be cov-

ered in the code. Such are the points

illustrated in the following:

From the Titlemen's Code of Ethics

:
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That every titleman should have a
lively and loyal interest in all that re-

lates to the civic welfare of his commu-
nity and should join and support the

local, civic and commercial bodies.

From the Code of the Wholesale
Growers of the United States

:

To assist in the enactment, mainte-
nance and enforcement of uniform Pure
Food Laws which in operation deal

justly and equitably with the rights

and interests of the consumer, retailer,

jobber and manufacturer.

From the Code of the Associated

General Contractors of America

:

It is improper practice to engage in

any movement which is obviously con-

trary to law or public welfare.

From the Code of the National As-
sociation of Electrical Contractors and
Dealers

:

Every member of this Association

should be mindful of the public wel-

fare and should participate in those

movements for public betterment in

which his special training and experi-

ence qualify him to act. Every mem-
ber of this Association should support
all public officials and others who have
charge of enforcing safe regulations in

the rightful performance of their duty.

He should carefully comply with all

the laws and regulations touching his

vocation, and if any such a"ppear to him
unwise or unfair, he shoiild endeavor
to have them altered.

Rules of conduct governing the making
and executing of contracts, udth special

reference to specifications. {This is in-

cluded as a special heading not only be-

cause of its importance, but to avoid

splitting the topic in its phases under

four or five headings.)

In general, the rules to be written

here should have as their object the

regulation of contracts between all of

the parties mentioned in the code: to

wit, the employer and employe, buyer

and seller, the craftsman and the pur-

chasing public, to the end that all the

parties to the contract are mutually
benefited. The standards under this

topic should clearly state correct meth-
ods of framing specifications, defini-

tions of the terms used, and concise

expression of various trade customs
and usage which constitute a large

part of such specifications. In both
the writing of contracts and specifica-

tions, it is necessary to devise rules of

conduct to eliminate much useless legal

verbiage, and particularly the avoid-

ance of the so-called "joker clause,"

The latter is inserted apparently as a

minor provision, but ofttimes in legal

value, it outweighs in importance many
of the more emphasized sections of the

contract.

As an illustration the following is

given from the Code of the New York
Building Congress:

It is unethical for the architect and
engineer to cover possible oversights

and errors by indefinite clauses in con-
tract or specifications.

A noteworthy contribution to stand-

ards of practice is supplied by the

American Society for Testing Mate-
rials, which presents complete stand-

ards of practice in the making of speci-

fications for paving brick, and rules

governing their interpretation and
performance. Their proposed code

contains the following two paragraphs,

worthy of consideration:

The contract and specifications

should be drawn in plain, simple lan-

guage by one who has had experience

both in drawing and interpreting them.
All provisions should be fair, open

and understandable without conceal-

ment, without ambiguity, without hid-

den meanings. Nothing should be left

to inference or assumption. This will

be promoted by adopting standard
forms, which have been tested and
proven by prior use.
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H
A statement of certain well-knovm vio-

lations of the code of correct practices,

with strong discouragement of such prac-

tices. In brief—a statement of the

"DonHs" of business conduct.

There are very few illustrations of

Don'ts shown in existing or proposed

codes. The "Don'ts" might be mis-

understood to be the opposite rules to

the "Do's" contained under all the

other topics. It was not the desire or

intention to have negatives developed

in this way. The Don'ts were to be

of a general character, or of a very

broad principle. In fact, the rules to

be covered could not logically be in-

cluded elsewhere. The Don'ts should

be ascertained by examining the three

cardinal principles which have recently

arisen in the business world, namely:

"Let the buyer beware," "Treat the

keen and confiding buyer alike," and

"Truth and service—^the handmaidens

of business prosperity."

The National Association of Ice

Cream Manufacturers includes this

paragraph in its code, under the head-

ing, "Unfair practices of sellers":

Bribery of buyers or other employes
by the seller, by the payment of per-

centages of the purchase price of goods
bought, or with gifts of money, presents,

treats and so on, to obtain business or

to induce continuance of business.

From the proposed Code of Ethics

for Contractors (Lancaster, Pa.), may
be quoted:

That a contractor cannot honorably
accept a remuneration, financial or

otherwise, from more than one inter-

ested party. "No man can serve two
masters."

Financial or other arrangements as

part of the purchase, commonly desig-

nated as graft, shall not be made. As
regards the "Don'ts" covering the

elimination of the corrupt and growing

practice of commercial bribery, fifteen

large national associations have formed
commercial standards of practice.

They propose to devote a vigorous

attention to this topic and support

national legislation for the suppression

of this form of business graft. The
secret giving of commissions, money,
or other things of value to employes of

customers, for the purpose of influenc-

ing their buying powers, is a dangerous

evil more wide-spread than is acknowl-

edged and one which is unquestionably

growing.

During the month of March an in-

tensive study was conducted by
Rotary into each one of the eight sug-

gested topics for a model code.

Twenty-five district conferences were
held throughout the Rotary world.

Each conference was asked to discuss

a single topic, in much detail. The
results of this discussion will be
passed to a committee for standardiza-

tion and generalizing. The campaign,
furthermore, was carried through the

month of April in the Rotary Clubs by
having Rotarians present the need for

codes of standards of practice; the ad-

vantages which come to a craft through
the adoption of such a code; brief expe-

rience talks by members who have been
instrumental in having codes written

or revised by their crafts; and talks by
Rotarians before the clubs and their

craft associations on the relations of

employers and employes.

As regards the results of the cam-
paign, to this point, we may summa-
rize as follows:

1. Many men who were not mem-
bers of their craft association realizing

for the first time, the vital importance
of such an association, in establishing

higher business standards, have joined

their craft associations. One national

association secretary states that his

association has almost doubled its

membership.
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2. There are over one hundred com-
mittees at work drafting proposed

codes of standards of practice. Hart
Seeley, one of the district governors of

Rotary, is chairman of a committee

framing a code for the Glove Manu-
facturers' Association. The other Ro-
tarians who are chairmen of national

committees are too numerous to men-
tion. One national secretary •wTites,

"My office has been swamped with let-

ters asking for our code of standards

of correct practice. If the Rotary

Committee will call off its Rotarians,

we will immediately set about to write

a code." Still another association

WTites, "It took us five years to frame

our present code of standards of prac-

tice, which was made up mainly

through compromises of men who did

not vnsh the standards to be too exact-

ing. Now, Rotarians urge us to go to

the limit in making a stringent code.

They are so insistent our President has
appointed a re-drafting committee."

3. Many associations have had so

many requests for their present code so

that their membership might study it

and ascertain if it was worthy, that

they have been compelled to get out an
entirely new edition to supply the re-

quests. This feature of the campaign,

in interesting many who heretofore had
no knowledge of their craft code or

no knowledge of the business stand-

ards sought, will accomplish great good
for the general business world.

Rotary appreciates the opportunity

of presenting this campaign to the

American Academy of Political and
Social Science, and trusts that its

members who are more skilled in mat-
ters of this sort, will aid the business-

man wherever opportunity offers.

4



China, Our Chief Far East Problem

By W. W. WiLLOuGHBY, Ph.D.

Professor of Political Science, Johns Hopkins University

WE all know that the Conference

at Washington^ was called pri-

marily to reduce the building of arma-
ments, but that our President thought

it also necessary, in that connection, to

bring about, if possible, an adjustment

of the
.
political conditions in the Far

East which, if not corrected, might lead

to war in the future. Therefore he in-

vited not simply the first five powers

that were to participate in the Arms
Conference, but the four additional

powers, that had political or economic

interests in the Pacific and Far East.

I wish to say a word or two as to the

political situation in the Far East.

The political equation there is one of

three terms : First, there is China with

its vast stretches of territory, and its

great population, numbering a quarter

of the human race; second, there is

Japan with its eager, aggressive, am-
bitious and increasing people; and

third, there are the interests of the

Western powers.

China under Foreign Contact

First, of China. The Chinese peo-

ple, as has often been said, have an au-

thentic history of four thousand years.

They are one of the greatest peoples

that have lived on the globe. They
have created for themselves a civiliza-

tion that has been the admiration of all

those who have studied it. They
built up for themselves a culture, an

art, a social life and a polity that was
admirably adapted to their dominant
agricultural needs, and which har-

^ Conference on Limitation of Armament,
Washington, November 11, 1921. This paper

was written before the Conference had completed

its work.—^Editor.

monized with their social life, a
system of government which proved
defective only when brought into

contact with the Western industrial

life. ^Thus it has been said that

China maintained herself unaided for

four thousand years, but began to fall

when she began to get aid from the

Western World. There is much truth

in this for, from the time she was
brought into contact with the West
and forced to accept Western ideas and
to meet the military competition of the

Western nations, her own system of

political rule proved weak and defec-

tive. That system relied more on
reason than on force. It had not the

appliances of Western mechanical life.

Thus the Western nations were able,

one after another, to tie bonds about
China until she became almost help-

less. Thus, Jt_ has conae about that

nearly all the foreigners in China live

under their own laws and are respon-

sible to their own officials.

In many of the so-called treaty ports

foreigners have municipal areas termed
concessions or sctllemeijts_where thej'

have their own local governments,

practically free from Chinese adminis-

trative control. What is perhajDSjnost

serious of all*, the nations h-.ive de-

prived China of the control of her own
customs revenues. They have .made
it impossi])le for China to levy more
than a five per coat tax on any of the

commodities imported into or ex-

ported from China. She must^et the

unanimous consent of the treaty-

powers before sKe" can increase her

tariff. The treaty allows her five per

cent, but she has been able to collect,

because of undervaluation of commodi-

2S7
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ties, only three to three and a half per

cent ad valorem.

Not content with rights wrung from
China by means of treaties which she

has felt herself constrained to sign,

some of the powers have exercised

rights and powers in China without

even the sernblance of treaty"permis-

sion. They have stationed troops at

\'arious points in China. Japan now
has 1,200 to 1,500 men at Hankow, in

the center of China, one thousand

miles up the river. She has had them
there for ten years. There are many
other foreigners there, but none of the

other nations have thought it necessary

to protect their nationals by stationing

troops. Some of the nations have
established wireless stations without

treaty right. In Peking I could put a
letter in a foreign post office and send

it anywhere. All those post offices are

there without any treaty right.

The New Republic

In 1911 China started upon the

great exjDcriment of a republic to

replace the forty-centuries-old mon-
archy. The result of such a transition

necessarily brought about a certain

amount of discontent and a temporary
weakening of authority. But a re-

public requires for its support the

loyal, active obedience and sympathy
of its own people and it is impossible

for them to have that respect for a
government which is treated as the

Chinese government has been treated

by other nations. This, the Western

powers have now recognized. They
now see that one of the problems of

the Far East is to rehabilitate China,

to aid her to establish an orderly

government.

This is what the Conference at

Washington is trying to do. It has

made provision for getting rid of all

the foreign post offices. They will

be removed by the end of this year.

China has got very little with reference

to tariff legislation. She is allowed to

levy an effective five per cent, but that

is only what the treaties have allowed

her, and that she will not get for

some time. The question of the right

which all foreigners now have to live

under their own laws and be responsible

only to their own officials, is also im-

portant. The Conference has provided

that there shall be a committee ap-

pointed to investigate conditions in

China with a view to determining how
soon and by what steps this condition

of affairs can be relieved, and China
thus made the mistress of her own
affairs. While I am speaking of

foreigners, I should say there is no
country in the world where foreigners

are so safe, both as to life and property,

as they are in China.

The Japanese Menace

Not only are China's autonomous
powers limited in the manner in

which I have been speaking, but her

very political existence is threatened.

Russia was certainly a threatening

menace to her at one time. But,

since 1905, the menace has been from

Japan—a small but aggressive power,

militaristic, bureaucratic and imperial-

istic. You all know the history of

Japan and Korea—how Japan took

Korea under her protection and in five

years annexed her. I do not need to

speak to you of how she took the place

of Russia in Manchuria; how, through

the control of the South Manchurian
Railroad, she has claimed the right to

maintain police, to maintain troops,

who exercise political jurisdiction, and
in other ways to exercise a dominating

influence in the great Manchurian
provinces with twenty millions of

population.

I do not need to mention to you the

now famous or infamous "Twenty-one
Demands" which Japan put forward



China, Our Chief Far East Problem 239

in 1915. The chief question which is

still before the Conference is: "What
relief is China to get from those de-

mands and what assurance are the

other powers to get?" because, after

all, the most important political ele-

ment in the Far East is this penetra-

tion, this military and political pene-

tration of Japan into eastern Asia.

Japan makes claim to a sort of prefer-

ential right in those regions. She

calls it "special interests," giving to this

term a definition different from that

which our government has given it.

So long as Japan claims this special,

indefinite, vague right she can go into

Asia to take what she needs; and this

is, to my mind, the point that is most
likely to provoke future trouble in the

Far East.

It seems to me that the Conference

will fall far short of the goal which it

has been striving to reach unless it can

clear up this situation. The nations

should say to Japan: "Do you claim

special rights in those countries, and
what are those rights? What, spe-

cifically, is it you claim to have by
special right in Eastern Asia?"

The Question of Shantung

Finally, there is the question of

Shantung. When Japan declared war
against Germany, she claimed the

right to attack the German-leased

area of Kiaochow. China was then a

neutral, but her government desig-

nateda regionaround and outside of the

leased area, and said to the Japanese,

**You can conduct military operations

in that region." But instead of that

Japan landed troops far away from

that region and immediately took

possession of the railroad running 265

miles from Tsintao to Tsinanfu, the

capital of the province. This was
done, it will be remembered, in the

territory of a friendly power. No
military necessity for this action ex-

isted, but Japan has been in possession

of the railway ever since.

Naturally, the Chinese have looked

on this as a mere military occupation

which they have not been able to

prevent, but which has given to the

Japanese no equitable or legal title.

Thus it was that the Chinese said they
could not enter into direct negotiations

with the Japanese in regard to that

situation. Therefore, in Washington,
Mr. Hughes and Mr. Balfour oflFered

their good oflBces to the Japanese

delegation and to the Chinese delega-

tion to cause them to come together in

informal conversations, which would
not raise the question of legal rights,

but which would approach the situa-

tion as a de facto one, and see if some
agreement could not be reached.

There have now been some twenty-five

of these discussions. They have dis-

posed of a good many matters. There
were a great many questions as to what
should be done with the various kinds

of public properties, and the mode of

valuing them.

When it came to the question of

railroads, Japan declared, "Yes, we
will give you back the railroad if you
will pay us for it," and China said

she would pay the entire assessed

value of the railroad with all its ap-

purtenant properties. "How will

you pay it?" asked Japan, and China
answered, "We will pay it in cash, in a
lump cash sum." But Japan said she

did not want that. Then the Chinese

offered to pay it by deferred payments,
running over a period of years. That,

again, was not satisfactory. It finally

appeared that what Japan particularly

wanted was to keep control of the

operation of the railroad for a number
of years. That is, she wanted the

chief engineer, the chief accountant

and the traffic manager to be Japanese.

What the outcome is to be, no one can

say.
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Hope in the Washington
Conference

It was not by accident or courtesy

that China w'as asked to open the work
of the Conference deaUng with the Far

East. It was because in her future is

bound up the poUtical future of the

Far East; and therefore, unless the

Washington Conference can take off

enough of the bonds from China in

accordance with the second of the

so-called Root resolutions, to give her

an opportunity to develop for herself

stable institutions; unless they can

take the troops out of China; un-

less they can give her some greater

degree of security and of financial

autonomy, and thus enable her to

become a strong, prosperous, central

state, the Conference will certainly

fail to achieve its purpose. If China is

given that opportunity, I feel confident

that she can, by her own efibrt, bring

about this desired condition.

China and Her Reconstruction*

By Admiral Tsai

Member of the Chinese Delegation to the Conference on Limitation of Armament,
Washington, 1921

DR. SZE has given you a dinner,

and Dr. Rowe evidently has

asked me to give you a pinch of salt or

a drop of sugar. You have just been

told by Dr. Sze about conditions in

China and I wish to speak a few words

about the difficulties of the North and
the South in China. But I do not

vnsh. you to imderstand it in the sense

of 1861 and 1865. We have a North
and South problem, but it is a little

different. The difference between the

North and the South in China is a
difference between politicians in regard

to the constitution; and whenever the

two pmrties have not agreed, that party

which was not the recognized govern-

ment has bolted down to Canton.

Now suppose Mr. Wilson had been

defeated in the election, and that he
would go to Florida and say, "I left

Washington, licked. I will do a little

on my own in Florida."

If you sent five htmdred dollars from
Pekin to Canton, through the post

^ This paper was written before the Disarma-
ment Conference had completed its work.

g. L. K.

office or any other way, you would get

it. If anybody in Canton sent to me
in Pekin a basket of bananas, I would
get it in Pekin. Out of the ninety-five

members of the delegation that came
with me, seventy-four were from the

southern provinces yet they were all

commissioned by the northern or rec-

ognized government. The so-called

North and South question is simply

that one government fimctions in the

North and the other so-called govern-

ment functions in the South; and it

has nothing to do with the people.

The people are entirely united. Al-

though we have been fighting for

several years, you never heard of the

northern portion of the Chinese fleet's

going to the south to blockade any
southern ports. Nor have you heard
of the southern squadron's coming to

the northern waters to besiege. You
have never heard a gun fired. It is

all on ink and paper. Ladies and
gentlemen, I do acknowledge that we
are having a civil war, but a very

"civil" WW,

I



China and Her Reconstruction 241

Reconstruction, not Destruction

You are very much interested in

China, and sometimes in your anxiety

for us, you say, "Why don't you hurry

up and hustle the way we do." You
are giants of a different type and we
have to run when you are walking.

You think we are not progressing, but

we are. In 1881 when I returned to

China from the United States where

I had been a student, they thought I

was a Bolshevik; but now I am a

conservative and am relegated to the

background. And I think they would
have scrapped me if it had not been

for the fact that I have been in the

United States and that to some extent

I understand the Americans. That is

why I am here to represent China at

the Washington Conference.

You want us to go ahead, but when
we are scrapping,—I am going to use

that word all the time—when we
are scrapping institutions of several

thousand years, in the pulling down
you must expect timbers flying and
bricks falling and dust raising. And
we hope that you will have patience

with us. This is reconstruction and not

destruction.

Some people are very interested and
claim the virtue of protecting us—not

in the way Americans are trying to

protect us, but in the way the wolf is

protecting the lamb or the fox is pro-

tecting the goose. I will not say who.
When I am in a dilemma, I always

speak in parables. So, he that hath
ears, let him hear.

You say, "Oh, China is in an awful

condition. She cannot rule herself."

Yes, I have noticed that. We have
been ruling ourselves for four thousand
years without outside help and it is

just because we have been having
foreign intercourse for about a century

that we are about to fall. It is pitiable

|;o think of it! Without support, we

17

have stood for four thousand years

—

with support, we are falling.

The most dangerous element now
are the militarists, but they are being

gradually eliminated. Public opinion

is intensely strong and since the time

of 1894 until now, there has been a

gradual working-up of public opinion

in China. Indeed, in the last ten

years the public opinion demonstrated

by students has been overwhelmingly

strong, and men like Chang Hsun Tim,
like Lung Kwang, Lu Yung-ting and
many others (as I name them to you
they seem meaningless, but they were

governor-generals of the Yangtse prov-

ince and the Kwang-tung and Kwang
Hsi provinces) , all have been eliminated

by this pubhc opinion of 400,000,000,

and have withered like autumn leaves.

Thus, in that way, public opinion, by
passive resistance, brings down the

militarists.

America's Friendship—Past and
Present

The reason that you have such a

great interest in China, and that

China has such a deep friendship for

you has a historical foundation. I do
not tell you that in platitude but, if

you will let me, I will sum up that

foundation in a few names. Some of

of them are Mr. Burlingame, down to

Mr. Cushing, on to Mr. Congor, to

Colonel Dearby, down to Mr. Rock-
hill, to Mr. Calhoun, to Mr. Crane and
now to Dr. Schurman—these, every one

of them, have left without instructions

from your State Department as to

what to do or what exact policy to

adopt, but, invariably, whether they

have been men from the north or from
the south, from the east or from the

west, whether they have been Demo-
crats or Republicans, they have had.

three main ideas to guide and direct

their policy in China, and these are;

sympathy, friendship and helpfulness^
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Such sentiments have characterized

the work that has been done by your

government and through your diplo-

matic agents in China.

The Chinese students in the United

States are hving evidences that the

wise use of the Chinese indemnity you
returned is linking year by year a
closer tie between the two nations.

Chinese students and Chinese girls

come in here and associate with your

young men and with your young
ladies and knit together a friendship

that cannot be separated even by
death; because when they grow up and
they have children, those traditions

will be carried on from generation to

generation and for thousands of years

to come.

Then, during the Boxer Movement,
your General Chaffee in command
there remonstrated with the Germans
for looting our astronomical instru-

ments and, by a mysterious fate, these

instruments were returned to Pekin

and are set up now on the walls in the

original places from which they were

taken. If you happen to be in China

and if I should know, ask me to be

your guide and I shall be glad to show
you these ancient things.

Again, you invited us to the Dis-

armament Conference in this country.

No other nation would have invited a
weak power, in a military sense, like

China to come; but you have brought

her to restore to her what you think is

her due. And you have got the powers
cornered. You have asked the mem-
bers who come here, "To whom does

this belong?" and the owner says, "To
me"; and again you ask, "To whom
does this belong?" and the owner says,

"To me"; and in some things the

owner has been willing to pay. But,

ladies and gentlemen, imagine the

other party saying, "We want to be
friends of China. We want to get a
fifty per cent share of the interest.

You can't pay it back." That is a
beautiful theory of friendship, which I

cannot understand.

Years ago your immortal Lincoln

adjusted the color line between the

white and the black; and now your
enlightened government is adjusting

the color line between the yellow and
the yellow.

The Future of Chinese Democracy

By Dr. Sao-Ke Alfred Sze
Chinese Minister to the United States

TO some Western observers the

Republic of China seems to be still

tossed in an unceasing storm. To
them, the temporary presence of the

militarists and the small differences

between Canton and the central govern-

ment appear to be symptoms of some
greater evil that is to come. Some
doubt whether the Chinese people

have the real capacity for self-govern-

ment and whether China is, after all,

qualified to enjoy the blessings of de-

mocracy; others attribute the present

seeming unrest and turmoil to the

corruption of officialdom and advocate

foreign supervision as a panacea; a

few would try to indoctrinate our

countrymen wath Bolshevist ideas and
point to them as a remedy; still others

think that the trouble with China is

the lack of a strong central government
and that all will be well if this is es-

tablished; and still others maintain

that what China needs at present is

I
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not a strong central government but a

federal state. A veritable Babel of

confusion! Of course there are many
who have faith and hope in the ulti-

mate triumph of democracy in China
and who believe that the forces for

good will eventually gain ascendancy.

But even with them faith seems to

take the place of intellectual conviction

and hope appears to lack intellectual

assurance. In other words, they do
not seem to know that the present

unrest and disturbance is only appar-

ent, not real and fundamental; that

the pains which China is experiencing

are pains of growth, not pains of senil-

ity, and that what little evil she has at

present is essential to the greater good
she will achieve in the near future.

There is, in fact, no ground for dis-

couragement and pessimism, and we
can rest assured that China will be a

real champion of democracy.

As I see it, the troubles China has

been having for the last few years are

all due to China's attempt to adjust

her social democracy to the political

democracy of the West. This adjust-

ment is a gigantic experiment and it is

small wonder that friction and discord

have at times occurred. For social de-

mocracy and political democracy differ

widely, both in origin and in moral
principle. Social democracy first comes
into existence in communities where
there is general competence and no
marked personal eminence; where there

is no aristocracy and no caste, but, in-

stead, an intelligent readiness to lend

a hand and to do in unison whatever
is to be done, by a kind of conspiring

instinct and contagious sympathy. In
such a community democracy is a
spirit, a mental attitude, a disposition

of the mind, and the machinery of gov-

ernment is not present, or, if present,

not perceived. We might consider

such a community as having the most
democratic government, for everything

there is naturally democratic and there

is no governmental machinery at all.

Attempt to Adjust Social to
Political Democracy

Political democracy, however, comes
into existence later in time. Unlike

social democracy it is not natural, but

artificial. It arises by a gradual

broadening of aristocratic privileges,

through rebellion against abuses, and
in answer to restlessness on the people's

part. It is necessitated by the com-
plexity of modern civilization and the

rise of different classes; it is compatible

with a very complex government and
an aristocratic society. It is an at-

tempt at the harmonization of the

different interests of the different

parties or groups of people. Unlike

social democracy, which is a general

ethical ideal, looking to human equality

and brotherhood, democratic govern-

ment is merely a means to an end
and an expedient for the better and
smoother government of certain states

at certain junctures. It involves no
special ideals of life. It is a question

of policy: namely, whether the general

interest will be better served by the

harmonization of special interests as

is shown in Rousseau's conception of

the general will. Thus political de-

mocracy is concerned more with the

machinery of government and in that

respect differs greatly from social de-

mocracy. Social democracy is ethical

socialism, whereas political democracy
is ethical individualism.

Now the Chinese democracy is a so-

cial democracy. Ever since the dawn
of Chinese history, the predominating

political theory and the actual practice

have always involved the elimination

of governmental machinery. Confu-
cius, as well as Laotze, maintained the

same position. Indeed, the absence of

governmental machinery and the com-
parative absence of governmental in-
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terference have been testified by all

the eminent wTiters of China so that it

is unnecessary for me to multiply

proofs and examples.

But social democracy is possible only

in a civilization that is not complex,

in a civilization that has no castes, no
aristocracy. In such a civilization,

complicated machinery is a burden
and out of place. The spirit of love

can harmonize whatever diversities

and differences there may exist. Now
the Chinese civilization, as a result of

contact with the West, has become
more complex and the interests of the

people have become diversified. As
yet class consciousness is not distinct

and marked in China. But there is no
longer that old unity of desire, that

unity of aspiration, and that unity of

taste. Of course, it is not necessary,

nor is it wise, for China to part with

her social democracy, which is too

precious to be discarded, but the

Chinese social democracy has got to

make use of the political machinery of

the West, the excellent technique of

organization, so as to meet the demands
of the hour. China, however, must
humanize the machinery so taken over

and this process of humanizing the

machinery, this process of adjusting the

political machinery to social democ-
racy, of reconciling the alien form to

the indigenous spirit, is a long process

and a difficult one. It is not, therefore,

that the Chinese people are incapable

of self-government. Rather are the

Chinese people not used to machinery,

which to them is strange. Once the

machinery is mastered, once the native

spirit and the alien form are fused and
well blended, there will arise a splendid

example of modern democracy in Asia.

For China is determined not to be

enslaved by the machinery of govern-

ment, and will not rely for the final

success of democracy solely upon that

nice balancing and harmonizing of

private conflicting interests which the

utilitarian school so enthusiastically

preached. On the other hand, China
will try to avert the dangers of ma-
terialistic democracy—eccentricity and
dull uniformity. China will try to

secure in art and literature that quality

of distinction which Matthew Arnold
finds lacking in democratic countries.

At the same time, China will try in all

the spheres of human activity to secure

a real standard, which is also lam-

entably absent in other democratic

countries. China is trying to have dis-

tinction, not eccentricity; real stand-

ards, not dull uniformity. And to

attain these ends China will, in con-

formity to a tradition, give everyone

an equal chance. For people may be

born equal, but they will grow unequal

and the only equality subsisting will be

equality of opportunity. China will

thus attempt to remedy such draw-

backs of democratic government as

the great critics like James Bryce and
James Russell Lowell have pointed out.

These statements are not vague

generalities, for they are abundantly

borne out by facts. Of the five presi-

dents of the Chinese Republic, four

have come from humble families and
most of the men who are guiding the

destiny of China are from the common
people. And, as an antidote against

the tendency to overmaterialization,

China is making every effort to promote

her higher education, as is evidenced in

the establishment of the PekingGovern-

ment University and the Southeastern

University and other similar educa-

tional institutions. This leads me to

the second point of which I wish to

speak—^the adjustment of new ideas to

old.

Adjustment of New Ideas to Old

The confusion that prevails in China

is, as I have said, due to China's at-

tempt to adjust her indigenous social
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democracy to the political democracy
of the West. But it is also due to

China's attempt to adjust old ideas to

new ideas. After her serene peace had
been disturbed, she realized that some-

thing was wanting in her country and,

consequently, sent out her students

to study in the West. At first China
thought the remedy for her weakness

was military science. But gradually

she realized that perhaps she could

profit more by the political machinery
of the West, and so her students took

up the study of political science. Then
their attention was shifted from politi-

cal machinery and government to

applied science, for the Chinese people

have come to think that in that way
lies salvation. But at present there are

also students studying pure science and
philosophy and the number is increas-

ing. Thus the understanding of the

West by the Chinese people is a very-

gradual process and a matter of ab-

sorbing interest. It is an approach

from facts to ideas, from the part to

the whole. The Chinese people have
indeed followed the steps to perfection

which are laid out by Plato. But this

vast amount of intellectual material

which has found its way into China
has to be cast into the mental furnace

of the four hundred million people,

and the fusion of the material that is

already there with this new material

is no mean task and will require much
time.

During the first few decades of

China's contact with the West, the

point on which China wanted to be

enlightened was the material side of

its civilization. But at the present

stage of China's development, in-

creased emphasis is being laid on the

cultural side—^the sciences and the

philosophy of the West. The reason

for this deep interest in Western phi-

losophy and sciences is that the Chinese

people want to know thoroughly what

is their own. John Stuart Mill says

that for the understanding of a civiliza-

tion it is absolutely necessary to master

several languages; and one Chinese

scholar has said that he came to know
more intimately of the civilization of

his own country after he had made a
careful study of the Western civiliza-

tion. The reason is obvious, for the

more we are conscious of the existence

of others, the more we are conscious of

ourselves; and the more we know
others, the more do we know ourselves.

But the invasion of these new ideas

necessarily arouses, in the beginning,

the sharpest conflict with the hitherto

unshakable beliefs and convictions

held by the Chinese people. Coupled
with the spirit of Browning's Gram-
marian, with the insatiable thirst for

knowledge which is so characteristic

of scholars of the Renaissance, the

Chinese are absorbing Western knowl-

edge too fast. Hence the great fric-

tion and the seeming disorder and
confusion.

However, as Bertrand Russell says,

"Chinese problems are not capable of

being satisfactorily settled by a me-
chanical imposition of order and what
we consider good government. Ad-
justment to new ideas demands a

period of chaos, and it is not for the

ultimate good of China to shorten this

period artificially." Professor Dewey
entertains similar opinions in this re-

gard and the judgment of both is

perfectly sound. For just as a man
must pass a turbulent period in his

life before he can attain self-mastery

and sweet calm, so must a nation pass

a stormy period before it can attain

poise and balance. Seeming disquiet

and disorder in China is essential to

her growth because good and evil are

relative, and a good comes only after

transcending an evil, which is itself a

negation of good. An English phi-

losopher has said: "A man draws
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nearer to virtue when he commits a

sin. For sin, as the second in time of

the two steps, has the advantage over

innocence. In passing to sin from

innocence the sinner has taken a step

on the only road which can lead him to

virtue, and morality has gained."

The Development of National
Unity

But those people who complain that

China has not progressed very far are

wrong. For details of China's progress

I may refer them to Dr. M. T. Z.

Tyau's recently published book en-

titled, China Awakened. But the most

conspicuous example is the national

unity which China has achieved. The
transition of civilization from the

family to the national state is the most

marked characteristic of the last fifteen

years of Chinese public life. China is

not, as Russell thinks, less a political

entity than a civilization, for China is

not only a civilization but also a politi-

cal entity, which is partly due to the

introduction of the political democ-

racy of the West. Professor Seeley, of

Cambridge, used to tell his students

that nationalism is the key to the

civilization of the nineteenth century.

He cited the twenty-five German
kingdoms uniting to form the German
empire, the eight principalities of Italy

imiting into the kingdom of Italy, the

welding together of the discordant

states into the American Union, and
the knitting together of the colonies

and dependencies of the British Empire
as the products of the national ideal

operating in the history of the nine-

teenth century. It is this spirit of

patriotism which is lifting the four

himdred million of China to that ex-

alted plane in which they are willing

to lay down their lives upon the altar

of their country. The united front

presented by the whole people against

the Japanese occupation of Shantung,

the downfall of the powerful Anfu
party through the agitation of mer-

chants and students, the suppression

of gambling at a loss of $14,000,000 a

year to the treasury of a province and
the adoption of the spoken language as

the universal language throughout the

country—^all these are indications of a

growing national spirit.

The growth of public opinion in

China is another wonderful symptom
of political unity. Before the establish-

ment of the Republic the rank and file

paid no attention to public affairs.

Now their voice is not only heard

regarding the important matters in the

country but actually heeded by the

government. This was seen in the

clash between the Anfu and the Chi-li

factions last year. It is seen in the

influence exercised by the opinion of

the people on the Washington Con-
ference.^

But, although it is true that na-

tionalism, as Professor Seeley says, is

the key to the political history of the

nineteenth century, I predict that

internationalism will be the key to the

political history of the twentieth cen-

tury and after. Sir Robert Hart, who
studied the Chinese for some forty

years, believed that the Chinese poten-

tial hatred of foreigners constituted a

real menace to the human race. He
held that some four hundred million

people, sturdily and passionately de-

voted to their ancient customs, might,

in time, under the influence of bitter

race hatred between the yellow and
the white peoples, be changed from a

peace-loving community into a war-

like people, bent on avenging their

wrongs. But the Chinese patriotism

and nationalism is not the patriotism

and nationalism of the Jingoists and
Imperialists. It is not the pooled

self-esteem of which Mr. A. Clutton-

' Conference on the Limitation of Armament,
Washington, D. C, November 11, 1921.
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Brock speaks. There is no hatred of

foreigners in China and there is with

the Chinese no longer any of the racial

antipathy and antagonism which is

made so much of by the nationalists

and the capitalists. Our patriotism is

not the patriotism which manifests

itself in hatred rather than in love;

because false patriotism cannot declare

itself for what it is and is, therefore,

always negative rather than positive.

Our patriotism is the patriotism which
is love of something not ourselves, love

of our own people and cities and our

native fields, and which, being love,

does not in the least insist that that

which is loved is superior to other

things or other people, unloved because

unknown.
We know that where there is real

affection there is not this rivalry or

enmity; no man, because he loves his

wife, makes domestically patriotic

songs about her; nor does he hate or

despise the wives of other men. In

true love there is no self-esteem, but
rather it increases the capacity for love;

it makes the loving husband see the

good in all women; and he would as

soon boast of his own wife as a religious

man would boast of his God ! And true

patriotism is true love. This true

patriotism finds its expression in the

impartial and disinterested pursuit of

Western learning bythe Chinese people,

which is so eloquently testified to by
Bertrand Russell and Professor John
Dewey, the two intellectual ambassa-

dors from Great Britain and the United

States of America; it finds its expression

in the great emphasis on the regenera-

tion of the spiritual side of China's

civilization, which is diametrically op-

posed to the exclusive devotion of

Japan to her material progress and mili-

tary efficiency. In short, the growth of

nationalism and patriotism in China is

a blessing to herself and a blessing to

the world.

Legal Reform in China

Another example of China's progress

is the legal reform affected under the

guidance of my colleague Dr. Wang,
one of the intellectual leaders of China
and one of the delegates to the Wash-
ington Conference. As you all know,
legal reforms had been carried out to

some extent in the last years of the

Tsing Dynasty and the codes that were
then compiled were modeled after those

of Japan. But these codes did not

appear to the Republican Government
as compatible with the liberal ideas

which had gained a strong hold in

China. Thus a new commission was
formed to revise those codes. The
revised codes were printed in 1919 and
immediately translated into English

and French. While those who codified

the provisional codes during the reign

of the Manchu Dynasty had been

educated in Japan, those who codified

the new codes derived their inspiration

from the European countries and
profited immensely by the recent

progress in law. They have borrowed

much from the codes of Hungary, of

Holland, of Italy, even of Egypt and
of Siam, and from the codes of Austria,

Switzerland and Germany. But, at

the same time, they have had the

wisdom not to break with the past,

and, in fact, the traditions and customs

of the Chinese people are respected in

the provisions of the new codes. The
cult of ancestral worship is reconciled

to the spirit of the new codes and thus

the violation of a sepulchre is punish-

able. Buddhism is tolerated, and
parents exercise a considerable influ-

ence in the matter of aggravation or

attenuation of punishments.

The completeness and excellence of

the codes are such that Professor

Garcon of the University of Paris, who
is one of the most eminent jurists on
the Continent, says of one of them:
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It seems, in truUi, that, witliout altera-

tion, tliis code can be adopted by any
Occidental people and that any European
country can find in this code some useful

reforms wliich can well be introduced into

its own laws.

Again, he says:

The number of provisions of the code

indicates a profound knowledge, not only

of the texts of recent codes, but also of

the science of penal laws which the Occi-

dental criminalists have made. It is suffi-

cient for me to say that this code solves

questions of unpunishable crimes of real

or theoretical recidive. Our French code

unfortunately leaves these questions un-

answered.

FuKTHEB Evidences of Progress

But progress is shown also in indus-

try. In the year of 1911, there were

only 395 industrial companies owned
by Chinese but in the year of 1919,

there were 994. Then the method of

organization, the technique newly

learned from the West, is being im-

proved, as is shown by the existence

of the Banker's Association and the

Student's Association, which spread

throughout the length and breadth of

the country.

In education equal advancement has

been made. In the year 1911, there

were two million people in public

schools. In 1920, there were five mil-

lion. Schools have been more than

doubled since then. I shall refrain

from mentioning the new universities

which have been established and the

exhilarating intellectual thirst of the

whole people which is so well described

by Bertrand Russell. Nor shall I dwell

on the freedom of thought which is so

\'ividly brought to the minds of the

Western people by the British philoso-

pher.

Of course people will remind me that

China still permits many militarists,

whose influence, however, is rapidly

diminishing. Again, their presence,

though temporary, is essential to the

final success of democracy. They are

like the trials through which a youth

has to pass before he can become
hardy and attain to real manhood.
Did not the same thing happen to

France and to America?

Besides, it is to be remembered that

besides these militarists are the good

governors of different provinces whose

beneficent work is well recognized by
every foreigner. Such is the Governor

of Shansi, Yen Hsi Shan, of whom Miss

E. G. Kemp in her book, Chinese Mettle,

says: "He has accomplished in the last

ten years a remarkable change in the

entire province—^the province which is

considerably larger than Great Brit-

ain." He has initiated so many nec-

essary reforms which can be followed

by the rest of the provinces and he has

inspired so many people to great efforts

that he has come to acquire the name
of the "Model Governor." Another

such exemplary governor is General

Feng Yu Hsiang, whose good work in

Shansi Province is equally remarkable.

Thus, if we take a broad view of the

whole situation, the future of Cliina is

very bright and the progress she has

made is considerable. For progress,

it must be borne in mind, is never in a

straight line. Vico compares it to a

spiral which advances and recedes in

turn, but which is ascending and pro-

gressing all the time. Macaulay com-
pares progress to the tide where the

individual wave seems to retreat from
time to time, but the tide is neverthe-

less making steady advance. This is

true of progress in every country and
it is no less true of progress in China.
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Constitutional Government for China

By Dr. John C. Ferguson^
Adviser of the President of China

IN coming to a clearer understanding

of the present difficulties of China,

there is one question uppermost in the

mind of Western observers. Why is

there a Chinese problem? Why, hav-

ing been introduced into the family of

nations, has not China, like Japan,

even more recently introduced, come
into the same commanding position

among the nations of the world? Why,
in China, has the adaptation to

modern life been such a slow process,

while, in Japan, governmental changes

have been so rapidly accomplished as

to seat Japan in conference among
the five great powers of the present?

The fundamental reason for this has

been the fact that China is a self-

contained nation, able to feed and
clothe her own people, thus performing

the two most essential functions of

government. She developed a civiliza-

tion of her own which was never

influenced to any large extent by
outside forces but which in its turn

influenced all neighboring nations that

came in contact with it. Her previous

experiences with outside nations did

not prepare her to appreciate the

importance of the impact of the West
which came upon her in full force

during the nineteenth century. While
this outside influence was becoming
strongest China herself was suffering

from the incompetence of her own
government, whose incapacity brought
about the devastating rebellions of the

Taipings in the fifties and sixties and
finally resulted in the overthrow of the

Manchu Dynasty in 1911-12.

^This paper was written before the Dis-

armament Conference had completed its work.

—C. L. K.
* Author of Outlines of Chinese Art.

Former Indifference to Outside
Relations

This failure to comprehend the im-

portance of the new foreign relations

with western nations was conspicuous

in the fixing of tariff duties by the

Treaty of Nanking in 1842. The
volume of foreign trade at that time

was of so little value in the opinion of

the government that it readily agreed

to a nominal rate of duty to take the

place of the irregular port charges on

foreign imports which hitherto had
been the custom. The indifference of

that time has been the cause of China's

later immense losses of possible reve-

nue as foreign trade has developed to

large proportions during the interven-

ing years down to the present. The
tariff fixed at that time in contempt of

foreign trade is now recognized as one

of the chief injustices of China's

financial condition.

Another instance of China's former

indifference to the importance of out-

side commercial relations was afforded

in 1854, when an arrangement was
made at Shanghai with the local

Chinese authorities for the opening of

a customs house under foreign control

in which customs dues should be

collected by three men nominated by
the consuls of Great Britain, the

United States and France. Two of

these remained only a short time in

office, leaving one man, Mr. Lay, to

perform the duties. During his ab-

sence on furlough, Robert Hart was
appointed in his place and out of this

simple local arrangement grew up,

step by step, the present highly

organized customs service under the

direction of a foreign Inspector General
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with foreign commissioners in every

open port. At first China did not

want to be troubled with the collection

of import duties from foreign ships and
attached no importance to the amount
collected. Her failure to appreciate

the magnitude of the influences which
were coming upon her resulted in her

willing consent to the planting in her

soil of an exotic customs service which,

notwithstanding the high eflBciency

attained by it, remains a foreign

gro^^'th which must sometime be sup-

planted by an indigenous one.

Japan was never a self-contained

nation. She had studied her civiliza-

tion in Korea and China and had
always been responsive to outside

influences. She recognized as soon as

her gates were opened by Perry that

the incoming strangers were different

from any of those with whom she had
come in contact in her previous history.

She set herself at once to a study of

their institutions and methods. Any
of her own people who could contribute

information to the government con-

cerning foreigners, was honored and
his statements were carefully con-

sidered. The result of this attitude of

mind was that almost from the very
outset Japan appreciated at its full

value the importance of the new re-

lationships which were forced upon
her while at the same time she de-

termined to adapt her o\vti methods to

meet the new circumstances.

The Late Consciousness of
Foreign Impact

It was not until the revolution of

1911-12 in China that the country as

a whole came to the same kind of

consciousness of the importance of

relationship with outside nations to

which Japan had awakened in the

middle of the nineteenth century.

Japan awoke early enough to organize

her own system in such ways as to

preserve independence and freedom of

action. While China slumbered, out-

side influences were at work obtaining

for themselves political, financial, and
administrative concessions in which
China mortgaged her own future.

Now as the educated young men and
women of China have come to realize

the fetters which the indifference of

their forefathers, coupled with the

cupidity of outside nations, has im-

posed upon them, they have discovered

that it is too late for them to depend
alone upon their own awakened in-

telligence to cast these off, and at the

present Conference' have made an

appeal to the friendly nations for

assistance in regaining what has been

lost.

The lack of a stable, efficient govern-

ment in China at the present time can

be very readily explained. It is not

due to an inability on the part of the

Chinese people to develop orderly

government for, as the Chinese Minis-

ter, Mr. Sze, has said, China has shown
through her long history a remarkable

talent for self-government. The fact

is that since the establishment of the

Republic in 1912 China has been

passing through circumstances of ex-

treme difficulty. Within two years

the Great War broke out in Europe
and was immediately followed by the

Japanese attack through Chinese terri-

tory upon the German leasehold of

Kiaochow. This attack was ac-

companied by military occupation of

the whole length of the Shantung
provincial railway and by the sta-

tioning of a Japanese garrison in

the provincial capital, Tsinan. A few

months later Japan presented to

China the Twenty-One Demands and
forced compliance under threat of the

use of military force.

This was in May, 1915 and since that

' Conference on the Limitation of Armament,
Washington, D. C, November 11, 1921.
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time the whole spirit of the people has

been obsessed with a contemplation

of the humiliation to which it was
subjected and with the determination

to regain what has been taken away.

The regaining of their rights in

Shantung has been believed, and
rightly so, by the Chinese people to

be the very basis of future national

existence and without the return of

Shantung any form of government

uponwhichagreement might be reached
would be futile. It has been con-

sidered that no government which
would allow Shantung to be held by
Japan could be worth having, and that

no constitution could be adopted which

would not include a redeemed Shan-

tung. No stable self-respecting govern-

ment could carry on under the same
heaven with a military occupation by
a foreign nation of one of China's

ancient provinces, and it was idle to

talk of written constitutions, parlia-

mentary government and popular

representation until the national spirit

was calmed by the righting of this

injustice. The Chinese people have
never despaired of being able to

establish for themselves a stable and
efficient government; but they have
believed that before this could be

accomplished the iniquitous imposition

forced on them in Shantung must be
first removed.

China to Establish Her Own
New Government

The question is frequently asked:

Can China work out her own internal

problems? The best reply to this is

the asking of another question: Can
any single nation undertake the so-

lution of China's internal problems?

The obvious reply to this question is

that each great nation at the present

time has more problems of its own
than it can solve with satisfaction to

the people. It is plain that no single

nation is in a position to undertake such

a task. But would it be possible for

several of the nations which have
large interests in China to join together

in this work? The answer to this

question is the difficulty which the

powers have always had in adjusting

differences among themselves. Until

some definite progress is made on such

lines among the great nations, what
practical result could be accomplished

by a combination concerning the

greatest problems of the world center-

ing around China? An international

commission for China would add to the

existing internal disturbances a new
element of dispute among the powers

which would be members of such an
international commission, and would
open the way for combinations of

intrigue between internal parties in

China and the members of the com-
mission. Any plan for the control of

China by a single nation or by an
international commission is, in my
opinion, bound to fail. The only way
in which order and government can be

restored in China is to recognize that

the Chinese must be allowed to under- /
take and carry on this work for them-

selves while outside nations conform

to the self-denying ordinance of non-

interference.

In establishing her new government
China will have need of all her foreign-

educated young men and women. In

addition to the united effort of her own
people in this direction, China should

continue to receive the sympathy and
encouragement of the American people

in the same measure in which it was
given to Japan during her years of

struggle in building up her present

modern institutions. It must be re-

membered that during the early strug-

gles of Japan to maintain territorial

integrity, while other nations had
taken landed concessions from her

and were threatening to carry out on
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her soil the same despoliation that was
going on in China, America never took

any part in this policy and always gave

to Japan sympathetic encouragement

and help. Large numbers of the

leaders of Japan were educated in

American schools. It is not proposed

that America should do anything for

China now that she did not do for

Japan. One of the chief regrets of

Americans in observing recent events

in the Far East is that Japan, after

having received such generous sympa-
thy from America in her own dark

hours, should not have joined America
in extending the same spirit of friend-

ship to China. On the contrary, she

has frequently acted as if she were

suspicious of American motives in

China, though she would have recog-

nized the baselessness of these sus-

picions if she had stopped to remember
the events of her own history. When
Japan has given up Shantung and
adopted a more generous policy in

Manchuria, she may be led by motives

of her own self-interest to adopt

toward China the American policy of

/ friendly encouragement and coopera-

tion and to renounce the aggrandizing

schemes which she has adopted after

the example of European nations.

A Workable Constitution for
China

The first need of China is a consti-

J tution, but the methods which have
been taken toward this end during

the life of the Republic have proved

abortive. In my opinion, they have

met the fate which they have deserved,

for it is impossible to impose a consti-

tution upon any democracy. There
have been three attempts in China to

make a constitution for the country by
the appointment of constitutional com-
missions which have had the aid of

foreign advisers. The methods adopted

were intended to be democratic but

were in reality the traditional heritage

of autocracy. Without any mandate
from the people, groups of men who
had at heart the interests of their

respective countries met and adopted
constitutions which they thought
would be good for the people, just as in

the earlier days emperors with their

counsellors decreed laws, canons and
governmental institutions. The mere
fact that one method provided for a

hereditary ruler and the other for an
elective Executive made no essential

difference as far as the people were
concerned, for they had no voice.

Such constitutions springing full-

grown from the brain of the intellect-

uals can neverbecomepermanent . The
only way in which a national constitu-

tion can ever be established is for the

smallest political units to work out

constitutions for themselves, constitu-

tions adapted to their own local

purposes. The smallest existing polit-

ical unit in China is the province,

though in some instances important
cities might serve such a purpose.

Even these smallest political units,

the provinces, are already large and
the problem of working out for them
constitutions, one by one, is bewildering

7
in its involvements. Many of the ^
provinces, such as Chehkiang, have
two distinct geographical areas with

existing rivalries between them and the

problem of reconciling conditions even
in existing provinces is tremendous.

I do not believe, however, that this

problem is incapable of solution. The
provinces can amalgamate the interests

of their various sections and work out

constitutions for themselves. These
being decided upon and accepted by
the people and having proved by a

period of probation their adaptability

to the needs of government, vnW be-

come the units out of which the

constitution for the whole country can

be developed. In other words, any
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workable constitution for the Republic can be superimposed from above by
of China must develop upward from any possible combination of the intel-

the smallest political units and never lectuals of China.
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The Canons of Ethics for Lawyers Adopted by the American Bar
Association
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at its thirty-first annual meeting at Seattle, Washington, on August 27, 1908.

The Canons were prepared by a committee composed of Henry St. George Tucker, Virginia, Chair-

man; Lucien Hugh Alexander, Pennsylvania, Secretary; David J. Brewer, District of Columbia;

Frederick V. Brown, Minnesota; J. M. Dickinson, Illinois; Franklin Ferriss, Missouri; William Wirt

Howe, Louisiana; Thomas H. Hubbard, New York; James G. Jenkins, Wisconsin; Thomas Goode
Jones, Alabama; Alton B. Parker, New York; George R. Peck, Illinois; Francis Lynde Stetson, New
York; Ezra R. Thayer, Massachusetts.]

I of the Bar against unjust criticism and
clamor. Whenever there is projjer ground

for serious complaint of a judicial officer,

it is the right and duty of the lawyer to

submit his grievances to the proper author-

ities. In such cases, but not otherwise,

such charges should be encouraged and the

j>erson making them should be protected.

2. The Selection of Jvdges. It is the duty

of the Bar to endeavor to prevent political

considerations from outweighing judicial

fitness in the selection of Judges. It should

protest earnestly and actively against the

appointment or election of those who are un-

suitable for the Bench; and it should strive

to have elevated thereto only those willing

to forego other employments, whether of a

business, political or other character, which

may embarrass their free and fair considera-

tion of questions before them for decision.

The aspiration of lawyers for judicial

position should be governed by an im-

partial estimate of their ability to add
honor to the office and not by a desire for

the distinction the position may bring to

themselves.

3. Attempts to Exert Personal Influence on

the Court. Marked attention and unusual

hospitality on the part of a lawyer to a

Judge, uncalled for by the personal relations

of the parties, subject both the Judge and

the lawyer to misconstructions of motive

and should be avoided. A lawyer should

not commimicate or argue privately with

the Judge as to the merits of a i)ending

cause, and he deserves rebuke and de-

nunciation for any device or attempt to

gain from a Judge special personal con-

sideration or favor. A self-respecting

Preamble

TN America, where the stability of Courts
* and of all departments of government

rests upon the approval of the people, it

is jjeculiarly essential that the system for

establishing and dis|)ensing Justice be

developed to a high jwint of efficiency and
so maintained that the public shall have
absolute confidence in the integrity and
impartiality of its administration. The
future of the Republic, to a great extent,

depends ujwn our maintenance of Justice

pure and unsullied. It cannot be so main-

tained unless the conduct and the motives

of the members of our profession are such

as to merit the approval of all just men.

n
The Canons of Ethics

No code or set of rules can be framed,

which wiU particularize all the duties of the

lawyer in the varying phases of litigation or

in all the relations of professional life. The
following canons of ethics are adopted by
the American Bar Association as a general

guide, yet the enumeration of particular

duties should not be construed as a denial

of the existence of others equally imperative,

though not sj)ecLfically mentioned:

1. The Duty of the Lawyer to the Courts.

It is the duty of the lawyer to maintain

towards the Courts a respectful attitude,

not for the sake of the temporary incum-

bent of the judicial office, but for the main-

tenance of its supreme importance. Judges,

not being wholly free to defend themselves,

are pecuharly entitled to receive the support

254
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independence in the dischq,rge of profes-

sional duty, without denial or diminution

of the courtesy and respect due the Judge's

station, is the only proper foundation for

cordial personal and official relations be-

tween Bench and Bar.

4. When Counselfor an Indigent Prisoner.

A lawyer assigned as counsel for an in-

digent prisoner ought not to ask to be

excused for any trivial reason, and should

always exert his best efforts in his behalf.

5. The Defense or Prosecution of Those

Accused of Crime. It is the right of the

lawyer to undertake the defense of a person

accused of crime, regardless of his personal

opinion as to the guilt of the accused;

otherwise innocent persons, victims only

of suspicious circumstances, might be denied

proper defense. Having undertaken such

defense, the lawyer is bound by all fair and
honorable means, to present every defense

that the law of the land permits, to the end
that no person may be deprived of life or

liberty, but by due process of law.

The primary duty of a lawyer engaged in

public prosecution is not to convict, but to

see that justice is done. The suppression

of facts or the secreting of witnesses capable

of establishing the innocence of the accused

is highly reprehensible.

6. Adverse Influences and Conflicting

Interests. It is the duty of a lawyer at the

time of retainer to disclose to the client all

the circumstances of his relations to the

parties, and any interest in or connection

with the controversy, which might in-

fluence the client in the selection of counsel.

It is unprofessional to represent conflict-

ing interests, except by express consent of

all concerned given after a full disclosure of

the facts. Within the meaning of this

canon, a lawyer represents conflicting in-

terests when, in behalf of one client, it is

his duty to contend for that which duty to

another client requires him to oppose.

The obligation to represent the client

with undivided fidelity and not to divulge

his secrets or confidences forbids also the

subsequent acceptance of retainers or

employment from others in matters ad-

versely affecting any interest of the client

with respect to which confidence has been
reposed.

7. Professional Colleagues and Conflicts

of Opinion. A client's proffer of assistance

of additional counsel should not be re-

garded as evidence of want of confidence,

but the matter shoidd be left to the deter-

mination of the client. A lawyer should

decline association as colleague if it is

objectionable to the original counsel, but

if the lawyer first retained is relieved,

another may come into the case.

When lawyers jointly associated in a

cause cannot agree as to any matter vital to

the interest of the client, the conflict of

opinion should be frankly stated to him
for his final determination. His decision

should be accepted unless the nature of the

difference makes it impracticable for the

lawyer whose judgment has been overruled

to cooperate effectively. In this event

it is his duty to ask the client to relieve him.

Efforts, direct or indirect, in any way to

encroach upon the business of another

lawyer, are unworthy of those who should

be brethren at the Bar; but, nevertheless,

it is the right of any lawyer, without fear or

favor, to give proper advice to those seeking

relief against unfaithful or neglectful coun-

sel, generally after communication with

the lawyer of whom the complaint is made.

8. Advising Upon the Merits of a Client's

Cause. A lawyer should endeavor to

obtain full knowledge of his client's cause

before advising thereon, and he is bound to

give a candid opinion of the merits and
probable result of pending or contemplated

litigation. The miscarriages to which

justice is subject, by reason of surprises and
disappointments in evidence and witnesses,

and through mistakes of juries and errors

of Courts, even though only occasional,

admonish lawyers to beware of bold and
confident assurances to clients, especially

where the employment may depend upon
such assurance. Whenever the contro-

versy will admit of fair adjustment, the

client should be advised to avoid or to end

the litigation.

9. Negotiations With Opposite Party. A
lawyer should not in any way communicate

upon the subject of controversy with a

party represented by counsel; much less

should he undertake to negotiate or com-

promise the matter with him, but should

deal only with his counsel. It is incumbent

upon the lawyer most particularly to avoid
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everything tliat may tend to mislead a party

not represented by counsel, and he should

not undertake to advise him as to the law.

10. Acquiring Interest in Litigation. The
lawyer should not purchase any interest in

the subject matter of the litigation wliich

he is conducting.

11. Dealing With Trust Property. Money
of tlie client or otlier trust property coming

into the possession of the lawyer should be

reported promptly, and except with the

client's knowledge and consent should not

be commingled with his private property or

be used by him.

12. Firing the Amount of the Fee. In

fixing fees, lawyers should avoid charges

which overestimate their advice and serv-

ices, as well as those which undervalue

them. A client's ability to pay cannot

justify a charge in excess of the value of

the service, though his poverty may require

a less charge, or even none at all. The
reasonable requests of brother lawyers, and
of their widows and orphans without ample

means, should receive special and kindly

coasideration.

In determining the amount of the fee, it

is proper to consider: (1) the time and
labor required, the novelty and diflSculty of

the questions involved and the skill requi-

site proi)erly to conduct the cause; (2)

whether the acceptance of employment in

the particular case will preclude the lawyer's

api>earance for others in cases likely to

arise out of the transaction, and in which

there is a reasonable expectation that

otherwise he would be employed, or will

involve the loss of other business while

employed in the particular case or antag-

onisms with other clients; (3) the customary

charges of the Bar for similar services;

(4) the amount involved in the controversy

and the benefits resulting to the client from

the services; (5) the contingency or the

certainty of the compensation; and (6) the

character of the employment, whether

casual or for an established and constant

client. No one of these considerations in

itself is controlling. They are mere guides

in ascertaining the real value of the service.

In fixing fees it should never be forgotten

that the profession is a branch of the ad-

ministration of justice and not a mere
money-getting trade.

IS. Contingent Fees. Contingent fees,

where sanctioned by law, should be under

the supervision of the Court, in order that

clients may be protected from unjust

charges.

14. Suing a Client for a Fee. Contro-

versies with clients concerning compensa-

tion are to be avoided by the lawyer so far

as shall be compatible with his self-respect

and with his right to receive reasonable

recompense for his services; and lawsuits

with clients should be resorted to only to

prevent injustice, imposition or fraud.

15. How Far a Lawyer May Go in Sup-

porting a Client^s Cause. Nothing operates

more certainly to create or to foster

popular prejudice against lawyers as a class,

and to deprive the profession of that full

measure of public esteem and confidence

which belongs to the proper discharge of its

duties than does the false claim, often set

up by the unscrupulous in defense of ques-

tionable transactions, that it is the duty of

the lawyer to do whatever may enable him

to succeed in winning his client's cause.

It is improper for a lawyer to assert in

argument his personal l>elief in his client's

innocence or in the justice of his cause.

The lawyer owes "entire devotion to the

interest of the client, warm zeal in the

maintenance and defense of his rights and

the exertion of his utmost learning and

ability," to the end that nothing be taken

or be withheld from him, save by the rules

of law, legally applied. No fear of judicial

disfavor or public unpopularity should

restrain him from the full discharge of his

duty. In the judicial forum the client is

entitled to the benefit of any and every

remedy and defense that is authorized by

the law of the land, and he may expect his

lawyer to assert every such remedy or

defense. But it is steadfastly to be borne

in mind that the great trust of the lawyer is

to be performed within and not without the

boimds of the law. The office of attorney

does not permit, much less does it demand

of him for any client, violation of law or any

manner of fraud or chicane. He must obey

his own conscience and not that of his

client.

16. Restraining Clients from Impro-

prieties. A lawyer should use his best

efforts to restrain and to prevent his clients
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from doing those things which the lawyer

himself ought not to do, particularly with

reference to their conduct towards Courts,

judicial officers, jurors, witnesses and
suitors. If a client persists in such wrong-

doing the lawyer should terminate their

relation.

17. Ill Feeling and Personalities Between

Advocates. Clients, not lawyers, are the

litigants. Whatever may be the ill-feeling

existing between clients, it should not be

allowed to influence counsel in their conduct

and demeanor toward each other or toward
suitors in the case. All personalities be-

tween counsel should be scrupulously

avoided. In the trial of a cause it is in-

decent to allude to the personal history or

the p)ersonal peculiarities and idiosyncrasies

of counsel on the other side. Personal

colloquies between counsel which cause

delay and promote unseemly wrangling

should also be carefully avoided.

18. Treatment of Witnesses and Litigants.

A lawyer should always treat adverse

witnesses and suitors with fairness and due
consideration, and he should never minister

to the malevolence or prejudices of a client

in the trial or conduct of a cause. The
client cannot be made the keeper of the

lawyer's conscience in professional matters.

He has no right to demand that his counsel

shall abuse the opposite party or indulge in

offensive personalities. Improper speech

is not excusable on the ground that it is

what the client would say if speaking in his

own behalf.

19. Appearance of Latoyer as Witness for
His Client. When a lawyer is a witness for

his client, except as to merely formal mat-
ters, such as the attestation or custody of an
instrument and the like, he shoidd leave the

trial of the case to other counsel. Except
when essential to the ends of justice, a
lawyer should avoid testifying in Court in

behalf of his client.

20. Newspaper Discussion of Pending
Litigation. Newspaper publications by a
lawyer as to pending or anticipated litiga-

tion may interfere with a fair trial in the

Courts and otherwise prejudice the due
administration of justice. Generally they
are to be condemned. If the extreme
circumstances of a particular case justify

a statement to the public, it is unprofes-

18

sional to make it anonymously. An ex

parte reference to the facts should not go

beyond quotation from the records and

papers on file in the Court; but even in

extreme cases it is better to avoid any ex

parte statement.

21. Punctuality and Expedition. It is

the duty of the lawyer not only to his client,

but also to the Courts and to the public to

be punctual in attendance, and to be con-

cise and direct in the trial and disposition

of causes.

22. Candor and Fairness. The conduct

of the lawyer before the Court and with

other lawyers should be characterized by

candor and fairness.

It is not candid or fair for the lawyer

knowingly to misquote the contents of a

paper, the testimony of a witness, the

language of the argument of opposing

counsel, or the language of a decision or a

text-book; or with knowledge of its in-

validity, to cite as authority a decision that

has been overruled, or a statute that has

been repealed; or in argument to assert as a

fact that which has not been proved, or in

those jurisdictions where a side has the

opening and closing arguments to mislead

his opponent by concealing or withholding

positions in his opening argument upon

which his side then intends to rely.

It is unprofessional and dishonorable to

deal other than candidly with the facts in

taking the statements of witnesses, in

drawing affidavits and other documents,

and in the presentation of causes.

A lawyer should not offer evidence, which

he knows the Court should reject, in order

to get the same before the jury by argument
for its admissibility, nor should he address

to the Judge arguments upon any point not

properly calling for determination by him.

Neither should he introduce into an argu-

ment, addressed to the Court, remarks or

statements intended to influence the jury or

bystanders.

These and all kindred practices are un-

professional and unworthy of an officer of

the law charged, as is the lawyer, with the

duty of aiding in the administration of

justice.

23. Attitude Toward Jury. All attempts

to curry favor with juries by fawning,

flattery or pretended solicitude for their
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]>ersonal comfort are unprofessional. Sug-

gestions of counsel, looking to the comfort

or convenience of jurors, and propositions

to dispense witli argument, should be made
to the Court out of tlie jury's hearing. A
lawyer must never converse privately witli

jurors about the case; and both l>efore and
during the trial be should avoid communi-
cating with them, even as to matters foreign

to the cause.

24. Right of Lawyer to Control the Inddenta

cf the Trial. As to incidental matters

pending the trial, not affecting the merits of

the cause, or working substantial prejudice

to the rights of the client, such as forcing

the opposite lawyer to trial when he is under

affliction or bereavement; forcing the trial

on a particular day to the injury of the

opposite lawyer when no harm will result

from a trial at a different time; agreeing to

an extension of time for signing a bill of

exceptions, cross interrogatories and the

like, the lawyer must be allowed to judge.

In such matters no client has a right to

demand that his counsel shall be illiberal,

or that he do anything therein repugnant to

his own sense of honor and propriety.

25. Taking Technical Advantage of Oppo-

site Counsel; Agreements With Him. A
lawyer should not ignore known customs or

practice of the Bar or of a particular Court,

even when the law permits, without giving

timely notice to the opposing counsel. As
far as possible, important agreements,

affecting the rights of clients, should be

reduced to writing; but it is dishonorable to

avoid performance of an agreement fairly

made because it is not reduced to writing,

as required by rules of Court.

26. Professional Advocacy Other Than
Before Courts. A lawyer op)enly, and in his

true character may render professional

services before legislative or other bodies,

regarding proposed legislation and in ad-

vocacy of claims before departments of

government, upjon the same principles of

ethics which justify his appearance before

the Coints; but it is unprofessional for a

lawyer so engaged to conceal his attorney-

ship, or to employ secret f)ersonal solicita-

tions, or to use means other than those

addressed to the reason and understanding

to inflpence action.

27. Advertising, Direct or Indirect. The

most worthy and effective advertisement

possible, even for a young lawyer, and espe-

cially with his brother lawyers, is the

establishment of a well-merited reputation

for professional capacity and fidelity to

trust. This cannot be forced, but must be

the outcome of character and conduct.

The publication or circulation of ordinary

simple business cards, being a matter of

|)ersonal taste or local custom, and some-

times of convenience, is not per se improper.

But solicitation of business by circulars or

advertisements, or by personal communica-
tions or interviews, not warranted by
personal relations, is unprofessional. It is

equally unprofessional to procure business

by indirection through touters of any kind,

whether allied real estate firms or trust

companies advertising to secure the draw-

ing of deeds or wills or offering retainers in

exchange for executorships or trusteeships

to be influenced by the lawyer. Indirect

advertisement for business by furnishing or

inspiring newspaper comments concerning

causes in which the lawyer has been or is

engaged, or concerning the manner of their

conduct, the magnitude of the interests

involved, the importance of the lawyer's

positions, and all other like self-laudation,

defy the traditions and lower the tone of

our high calling, and are intolerable.

28. Stirring up Litigation, Directly or

Through Agents. It is unprofessional for a

lawyer to volunteer advice to bring a law-

suit, except in rare cases where ties of blood,

relationship or trust make it his duty to do
so. Stirring up strife and litigation is not

only unprofessional, but it is indictable at

common law. It is disreputable to hunt up
defects in titles or other causes of action and
inform thereof in order to be employed to

bring suit, or to breed litigation by seeking

out those with claims for personal injuries

or those having any other grounds of action

in order to secure them as clients, or to

employ agents or runners for like purposes,

or to pay or reward, directly or indirectly,

those who bring or influence the bringing of

such cases to his" office, or to remunerate

policemen, court or prison officials, physi-

cians, hospital attachis or others who may
succeed, under the guise of giving disin-

terested friendly advice, in influencing the

criminal, the sick and the injured, the
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ignorant or others, to seek his professional

services. A duty to the pubHc and to the

profession devolves upon every member of

the Bar, having knowledge of such practices

upon the part of any practitioner, immedi-

ately to inform thereof to the end that the

offender may be disbarred.

29. Upholding the Honor of the Profession.

Lawyers should expose without fear or

favor before the proper tribunals corrupt or

dishonest conduct in the profession, and
should accept without hesitation employ-

ment against a member of the Bar who has

wronged his client. The counsel upon the

trial of a cause in which perjury has been

committed owe it to the profession and to

the public to bring the matter to the

knowledge of the prosecuting authorities.

The lawyer should aid in guarding the Bar
against the admission to the profession of

candidates unfit or unqualified because

deficient in either moral character or edu-

cation. He shoidd strive at all times to

uphold the honor and to maintain the

dignity of the profession and to improve

not only the law but the administration

of justice.

30. Justijiahle and Unjustifiable Litiga-

tions. The lawyer must decline to conduct

a civil cause or to make a defense when
convinced that it is intended merely to

harass or to injure the opposite party or to

work oppression or wrong. But otherwise

it is his right, and, having accepted retainer,

it becomes his duty to insist upon the judg-

ment of the Court as to the legal merits of

his client's claim. His appearance in

Court should be deemed equivalent to an
assertion on his honor that in his opinion

his client's case is one proper for judicial

determination.

31. Responsibility far Litigation. No
lawyer is obliged to act either as adviser or

advocate for every person who may wish to

become his client. He has the right to

decline employment. Every lawyer upon
his own responsibility must decide what
business he will accept as counsel, what
causes he will bring into Court for plain-

tiffs, what cases he will contest in Court for

defendants. The responsibility for advis-

ing questionable transactions, for bringing

questionable suits, for urging questionable

defenses, is the lawyer's responsibility.

He cannot escape it by urging as an excuse

that he is only following his client's in-

structions.

32. The Lawyer's Duty in Its Last

Analysis. No client, corporate or individ-

ual, however powerful, nor any cause, civil

or political, however important, is entitled

to receive, nor should any lawyer render,

any service or advice involving disloyalty

to the law whose ministers we are, or

disrespect of the judicial office, which we are

bound to uphold, or corruption of any
person or persons exercising a public office

or private trust, or deception or betrayal

of the public. When rendering any such

improper service or advice, the lawyer

invites and merits stem and just condemna-
tion. Correspondingly, he advances the

honor of his profession and the best in-

terests of his client when he renders service

or gives advice tending to impress upon the

client and his undertaking exact compliance

with the strictest principles of moral law.

He must also observe and advise his client

to observe the statute law, though until a

statute shall have been construed and in-

terpreted by competent adjudication, he is

free and is entitled to advise as to its

validity and as to what he conscientiously

believes to be its just meaning and extent.

But above all a lawyer wUl find his highest

honor in a deserved reputation for fidelity

to private trust and to public duty, as an

honest man and as a patriotic and loyal

citizen.

m
Oath of Admission

The general principles which should ever

control the lawyer in the practice of his

profession are clearly set forth in the follow-

ing Oath of Admission to the Bar, formu-

lated upon that in use in the State of

Washington, and which conforms in its

main outlines to the "duties" of lawyers as

defined by statutory enactments in that

and many other States of the Union ^

—

duties which they are sworn on admission

to obey and for the wilful violation of

which disbarment is provided:

^Alabama, California, Georgia, Idaho, In-

diana, Iowa, Minnesota, Mississippi, Nebraska,

North Dakota, Oklahoma, Oregon, South Dakota,

Utah, Washington and Wisconsin. The oaths
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/ DO SOLEMNLY SWEAR:
I wUl support the Constitution of the

United States and the ConstiiiUion of the

State of ;

/ will maintain the respect due to Courts of

Justice and judicial officers;

I will not counsel or maintain any suit or

proceeding which shall appear to me to he

unjust, nor any defense except such as I

believe to be honestly debatable under the law

of the land;

I will employ for the purpose of maintain-

ing the causes confided to me such means only

as are consistent with truth and honor, and

administered on admission to the Bar in all the

other States require the observance of the highest

moral principle in the practice of the profession,

but the duties of the lawyer are not as specifically

defined by law as in the States named.

vnll never seek to mislead the Judge or jury by

any artifice or false statement offact or law;

I will maintain the confidence and preserve

inviolate the secrets of my client, and will

accept no compensation in connection with

his business except from him or with his

knowledge and approval;

I will abstainfrom all offensive personality,

and advance no fact perjudicial to the honor

or repvdation of a party or witness, unless

required by the justice of the cause with which

I am charged;

I will never reject, from any consideration

personal to myself, the cause of the defenseless

or oppressed, or delay any mans cause for

lucre or malice. SO HELP ME GOD.
We commend this form of oath for

adoption by the proper authorities in all

the States and Territories.

Principles of Medical Ethics of the American Medical Association

Adopted by the House of Delegates at Atlantic City, N. J., June 4, 1912

Chapter I

The Duties of Physicians to Their Patients

THE physician's RESPONSIBILITY

SBxrnoN 1.—A profession has for its

prime object the service it can render to

humanity; reward or financial gain should

be a subordinate consideration. The prac-

tice of medicine is a profession. In choosing

this profession an individual assumes an
obligation to conduct himself in accord with

its ideals.

PATIENCE, DELICACY AND SECRECY

Sec, 2.—Patience and delicacy should

characterize all the acts of a physician.

The confidences concerning individual or

domestic life entrusted by a patient to a

physician and the defects of disposition or

flaws of character observed in patients dur-

ing medical attendance should be held as a

trust and should never be revealed except

when imperatively required by the laws of

the state. There are occasions, however,

when a physician must determine whether

or not his duty to society requires him to

take definite action to protect a healthy

individual from becoming infected, because

the physician has knowledge, obtained

through the confidences entrusted to him as

a physician, of a communicable disease to

which the healthy individual is about to be

exposed. In such a case, the physician

should act as he would desire another to

act toward one of his own family under like

circumstances. Before he determines his

course, the physician should know the civil

law of his commonwealth concerning privi-

leged commimications.

PROGNOSIS

Sec. 3.—A physician should give timely

notice of dangerous manifestations of the

disease to the friends of the patient. He
should neither exaggerate nor minimize the

gravity of the patient's condition. He
should assure himself that the patient or

his friends have such knowledge of the pa-

tient's condition as will serve the best in-

terests of the patient and the family.

PATIENTS MUST NOT BE NEGLECTED

Sec. 4.—A physician is free to choose

whom he will serve. He should, however,

always respond to any request for his assist-

ance in an emergency or whenever tem-

perate public opinion expects the service.

Once having undertaken a case, a physician

should not abandon or neglect the patient

because the disease is deemed incurable; nor
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should he withdraw from the case for any
reason until a suflScient notice of a desire to

be released has been given the patient or

his friends to make it possible for them to

secure another medical attendant.

Chapter II

The Duties of Physicians to Each Other and
to the Profession at Large

ARTICLE I,—DUTIES TO THE PROFESSION

UPHOLD HONOR OF PROFESSION

Section 1.—The obligation assumed on
entering the profession requires the physi-

cian to comport himself as a gentleman and
demands that he use every honorable means
to uphold the dignity and honor of his vo-

cation, to exalt its standards and to extend

its sphere of usefulness. A physician should

not base his practice on an exclusive dogma
or sectarian system, for "sects are implac-

able despots; to accept their thraldom is to

take away all liberty from one's action and
thought." (Nicon, father of Galen.)

DUTY OF MEDICAL SOCIETIES

Sec. 2.—In order that the dignity and
honor of the medical profession may be

upheld, its standards exalted, its sphere of

usefulness extended, and the advancement
of medical science promoted, a physician

should associate himself with medical socie-

ties and contribute his time, energy and
means in order that these societies may rep-

resent the ideals of the profession.

DEPORTMENT

Sec. 3.—A physician should be "an up-

right man, instructed in the art of healing."

Consequently, he must keep himself pure in

character and conform to a high standard of

morals, and must be diligent and conscien-

tious in his studies. "He should also be
modest, sober, patient, prompt to do his

whole duty without anxiety; pious without

going so far as superstition, conducting him-
self with propriety in his profession and in

all the actions of his life." (Hippocrates.)

ADVERTISING

$ Sec. 4.—Solicitation of patients by circu-

lars or advertisements, or by personal com-
munications or interviews, not warranted
by personal relations, is unprofessional. It

is equally unprofessional to procure patients

by indirection through solicitors or agents

of any kind, or by indirect advertisement,

or by furnishing or inspiring newspaper or

magazine comments concerning cases in

which the physician has been or is con-

cerned. All other like self-laudations defy

the traditions and lower the tone of any
profession and so are intolerable. The most
worthyand effective advertisement possible,

even for a young physician, and especially

with his brother physicians, is the estab-

lishment of a well-merited reputation for

professional ability and fidelity. This can-

not be forced, but must be the outcome of

character and conduct. The publication

or circulation of ordinary simple business

cards, being a matter of personal taste or

local custom, and sometimes of convenience,

is not per se improper. As implied, it is

unprofessional to disregard local customs

and offend recognized ideals in publishing

or circulating such cards.

It is unprofessional to promise radical

cures; to boast of cures and secret methods
of treatment or remedies; to exhibit certifi-l

cates of skill or of success in the treatment

of diseases; or to employ any methods to

gain the attention of the public for the

purpose of obtaining patients.

PATENTS AND PERQUISITES

Sec. 5.—It is unprofessional to receive

remuneration from patents for surgical in-

struments or medicines ; to accept rebates

on prescriptions or surgical appliances, or

perquisites from attendants who aid in the

care of patients.

medical laws—secret remedies

Sec. 6.—It is unprofessional for a physi-

cian to assist unqualified persons to evade

legal restrictions governing the practice of

medicine; it is equally unethical to pre-

scribe or dispense secret medicines or other

secret remedial agents, or manufacture or

promote their use in any way.

SAFEGUARDING THE PROFESSION

Sec. 7.—Physicians should expose with-

out fear or favor, before the proper medical

or legal tribunals, corrupt or dishonest

conduct of members of the profession.

Every physician should aid in safeguarding

the profession against the admission to its
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ranks of those who are unfit or unqualified

because deficient either in moral character

or education.

article II.—PROFESSIONAL SERVICES OF
PHYSICIANS TO EACH OTHER

PHYSICIANS DEPENDENT ON EACH OTHER

Section 1.—Experience teaches that it

is unwise for a physician to treat members of

his own family or himself. Consequently, a

physician should always cheerfully and
gratuitously respond with his professional

serviced to the call of any physician prac-

ticing in his vicinity, or of the immediate

family dependents of physicians.

COMPENSATION FOR EXPENSES

Sec. 2.—When a physician from a dis-

tance is called on to advise another physi-

cian or one of his family dependents, and the
physician to whom the service is rendered

is in easy financial circumstances, acompen-
sation that will at least meet the traveling

exjjenses of the visiting physician should be

proffered. When such a service requires an
absence from the accustomed field of pro-

fessional work of the visitor that might rea-

sonably be expected to entail a pecuniary

loss, such loss should, in part at least, be

provided for in the compensation offered.

ONE PHYSICIAN TO TAKE CHARGE

Sec. 3.—When a physician or a member
of his dependent family is seriously ill, he or

his family should select a physician from
among his neighboring colleagues to take

charge of the case. Other physicians may
be associated in the care of the patient as

consultants.

ARTICLE ni.—DUTIES OP PHYSICIAN IN

CONSULTATIONS

CONSULTATIONS SHOULD BE REQUIRED

Section 1.—In serious illness, especially

in doubtful or difficult conditions, the phy-

sician should request consultations.

CONSULTATION FOR PATIENT's BENEFIT
Sec. 2.—In every consultation, the bene-

fit to be derived by the patient is of first

imp>ortance. All the physicians interested

in the case should be frank and candid

with the patient and his family. There
never is occasion for insincerity, rivalry or

envy and these should never be permitted

between consultants.

PUNCTUAUTY

Sec. 3.—It b the duty of a physician,

particularly in the instance of a consulta-

tion, to be punctual in attendance. When,
however, the consultant or the physician in

charge is unavoidably delayed, the one who
first arrives should wait for the other for a

reasonable time, after which the consulta-

tion should be considered postponed. When
the consultant has come from a distance, or

when for any reason it will be difficult to

meet the physician in charge at another
time, or if the case is urgent, or if it be the

desire of the patient, he may examine the

patient and mail his written opinion, or see

that it is delivered under seal, to the physi-

cian in charge. Under these conditions, the

consultant's conduct must be especially

tactful; he must remember that he is fram-

ing an opinion without the aid of the phy-
sician who has observed the course of the

disease.

patient referred to SPECIALIST

Sec. 4.—When a patient is sent to one

specially skilled in the care of the condition

from which he is thought to be suffering,

and for any reason it is impracticable for the

physician in charge of the case to accom-

pany the patient, the physician in charge

should send to the consultant by mail, or

in the care of the patient under seal, a his-

tory of the case, together with the physi-

cian's opinion and an outline of the treat-

ment, or so much of this as may possibly

be of service to the consultant; and as soon

as possible after the case has been seen and
studied, the consultant should address the

physician in charge and advise him of the

results of the consultant's investigation of

the case. Both these opinions are confiden-

tial and must be so regarded by the consult-

ant and by the physician in charge.

DISCUSSIONS IN CONSULTATION

Sec. 5.—^After the physicians called in

consultation have completed their investi-

gations of the case, they may meet by them-

selves to discuss conditions and determine

the course to be followed in the treatment

of the patient. No statement or discussion

of the case should take place before the

patient or friends, except in the presence of

all the physicians attending, or by their

1
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common consent; and no opinions or prog-

nostications should be delivered as a result

of the deliberations of the consultants,

which have not been concurred in by the

consultants at their conference.

ATTENDING PHYSICIAN RESPONSIBLE

Sec. 6.—The physician in attendance is

in charge of the case and is responsible for

the treatment of the patient. Consequently,

he may prescribe for the patient at any time

and is privileged to vary the mode of treat-

ment outlined and agreed on at a consulta-

tion whenever, in his opinion, such a

change is warranted. However, at the next

consultation, he should state his reasons for

departing from the course decided on at the

previous conference. When an emergency
occurs during the absence of the attending

physician, a consultant may provide for

the emergency and the subsequent care of

the patient until the arrival of the physi-

cian in charge, but should do no more than
this without the consent of the physician

in charge.

CONFLICT OF OPINION

Sec. 7.—Should the attending physician

and the consultant find it impossible to

agree in their view of a case another con-

sultant should be called to the conference

or the first consultant should withdraw.

However, since the consultantwas employed
by the patient in order that his opinion

might be obtained, he should be permitted

to state the result of his study of the case

to the patient, or his next friend in the pres-

ence of the physician in charge.

CONSULTANT AND ATTENDANT

Sec. 8.—When a physician has attended

a case as a consultant, he should not be-

come the attendant of the patient during

that illness except with the consent of the

physician who was in charge at the time of

the consultation.

ARTICLE IV. DUTIES OF PHYSICIANS IN

CASES OF INTERFERENCE

CRITICISM TO BE AVOIDED

Section 1.—The physician, in his inter-

course with a patient under the care of an-

other physician, should observe the strictest

caution and reserve; should give no dis-

ingenuous hints relative to the nature and
treatment of the patient's disorder; nor

should the course of conduct of the phy-

sician, directly or indirectly, tend to dimin-

ish the trust reposed in the attending

physician.

social calls on patient OF ANOTHER
PHYSICIAN

Sec. 2.—^A physician should avoid mak- *

ing social calls on those who are under the

professional care of other physicians with-

outthe knowledge and consent of the attend-

ant. Should such a friendly visit be made,

there should be no inquiry relative to the

nature of the disease or comment upon the

treatment of the case, but the conversation

should be on subjects other than the physi-

cal condition of the patient.

SERVICES TO PATIENT OF ANOTHER
PHYSICIAN

Sec. 3.—A physician should never take

charge of or prescribe for a patient who is

under the care of another physician, except

in an emergency, until after the other phy-

sician has relinquished the case or has been

properly dismissed.

CRITICISM TO be AVOIDED

Sec. 4.—When a physician does succeed

another physician in the charge of a case,

he should not make comments on or insin-

uations regarding the practice of the one

who preceded him. Such comments or in-

sinuations tend to lower the esteem of the

patient for the medical profession and so

react against the critic.

emergency cases

Sec. 5.—When a physiciaij is called in an

emergency and finds that he has been sent

for because the family attendant is not at

hand, or when a physician is asked to see

another physician's patient because of an
aggravation of the disease, he should pro-

vide only for the patient's immediate need

and should withdraw from the case on the

arrival of the family physician after he has

reported the condition found and the treat-

ment administered.

WHEN several PHYSICIANS ARE SUMMONED

Sec. 6.—When several physicians have

been summoned in a case of sudden illness

Ik
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or of accident, the first to arrive should be

considered the physician in charge. How-
ever, as soon as the exigencies of the case

permit, or on the arrival of the acknowl-

edged family attendant or the physician the

patient desires to serve him, the first physi-

cian should withdraw in favor of the cliosen

attendant; should the patient or his family

wish some one other than the physician

known to be the family physician to take

charge of the case the patient should advise

the family physician of his desire. When,
because of sudden illness or accident, a
patient is taken to a hospital, the patient

should be returned to the care of his known
family physician as soon as the condition of

the patient and the circumstances of the

case warrant this transfer.

A colleague's patient

Sec. 7.—When a physician is requested

by a colleague to care for a patient during

his temporary absence, or when, because of

an emergency, he is asked to see a patient of

a colleague, the physician should treat the

patient in the same manner and with the

same delicacy as he would have one of his

own patients cared for under similar cir-

cumstances. The patient should be return-

ed to the care of the attending physician

as soon as possible.

REUNQUISHINO PATIENT TO REGULAR
ATTENDANT

Sec. 8.—WTien a physician is called to

the patient of another physician during the

enforced absence of that physician, the

patient should be relinquished on the return

of the latter.

SUBSTITtJTING IN OBSTETRIC WORK
Sec. 9.—When a physician attends a

woman in labor in the absence of another

who has been engaged to attend, such physi-

cian should resign the patient to the one
first engaged, upon his arrival; the physi-

cian is entitled to compensation for the

professional services he may have rendered.

ARTICLE V.—DIFFERENCES BETWEEN
PHYSICIANS

ARBITRATION

Section 1.—Whenever there arises be-

tween physicians a grave difference of

opinion which cannot l>e promptly adjusted,

the dispute should be referred for arbitra-

tion to a committee of impartial physicians,

preferably the Board of Censors of a com-
ponent county society of the American
Medical Association.

ARTICLE VI.—COMPENSATION

LIMITS OF GRATUITOUS SERVICE

Section 1.—The poverty of a patient

and the mutual professional obligation of

physicians should command the gratuitous

services of a physician. But institutions

endowed by societies, and organizations for

mutual benefit, or for accident, sickness and
life insurance, or for analogous purposes,

should be accorded no such privileges.

CONTRACT practice

Sec. 2.—It is unprofessional for a physi-

cian to dispose of his services under con-

ditions that make it impossible to render

adequate service to his patient or which in-

terfere with reasonable competition among
the physicians of a community. To do this

is detrimental to the public and to the indi- ^ I
vidual physician, and lowers the dignity of

the profession.

SECRET DIVISION OF FEES CONDEMNED »

Sec. 3.—It is detrimental to the public

good and degrading to the profession,

and therefore unprofessional, to give or to

receive a commission. It is also unpro-

fessional to divide a fee for medical advice

or surgical treatment, unless the patient or

his next friend is fully informed as to the

terms of the transaction. The patient J
should be made to realize that a proper fee ^
should be paid the family physician for the

service he renders in determining the surgi-

cal or medical treatment suited to the con-

dition, and in advising concerning those

best qualified to render any special service

that may be required by the patient.

Chapter III

The Duties of the Profession to the Public

PHYSICIANS AS CITIZENS

Section 1.—Physicians, as good citizens

and because their professional training

specially qualifies them to render this serv-

ice, should give advice concerning the

public health of the community. They

I



Code of Ethics of the Graduate Nurses' Association 265

should bear their full part in enforcing its

laws and sustaining the institutions that

advance the interests of humanity. They
should cooperate especially with the proper

authorities in the administration of sani-

tary laws and regulations. They should be

ready to counsel the public on subjects

relating to sanitary police, public hygiene

and legal medicine.

PHYSICIANS SHOULD ENLIGHTEN PUBLIC

—

DUTIES IN EPIDEMICS

Sec. 2.—Physicians, especially those en-

gaged in public health work, should enlighten

the public regarding quarantine regulations;

on the location, arrangement and dietaries

of hospitals, asylums, schools, prisons and

similar institutions; and concerning meas-

ures for the prevention of epidemic and

contagious diseases. When an epidemic

prevails, a physician must continue his

labors for the alleviation of suffering people,

without regard to the risk to his own health

or life or to finanical return. At all times,

it is the duty of the physician to notify the

properly constituted public health authori-

ties of every case of communicable disease

under his care, in accordance with the laws,

rules and regulations of the health authori-

ties of the locality in which the patient is.

PUBLIC warned
Sec. 3.—Physicians should warn the

public against the devices practiced and the

false pretensions made by charlatans which

may cause injury to health and loss of life.

pharmacists

Sec. 4.—By legitimate patronage, phy-

sicians should recognize and promote the

profession of pharmacy; but any pharma-
cist, unless he be qualified as a physician,

who assumes to prescribe for the sick,

should be denied such countenance and
support. Moreover, whenever a druggist

or pharmacist dispenses deteriorated or

adulterated drugs, or substitutes one remedy
for another designated in a prescription, he

thereby forfeits all claims to the favorable

consideration of the public and physicians.

Conclusion

While the foregoing statements express in

a general way the duty of the physician to

his patients, to other members of the pro-

fession and to the profession at large, as well

as of the profession to the public, it is not to

be supposed that they cover the whole field

of medical ethics, or that the physician is

not under many duties and obligations

besides these herein set forth. In a word,

it is incumbent on the physician that under

all conditions, his bearing toward pa-

tients, the public and fellow practitioners

should be characterized by a gentlemanly

deportment and that he constantly should

behave toward others as he desires them to

deal with him. Finally, these principles are

primarily for the good of the public, and
their enforcement should be conducted in

such a manner as shall deserve and receive

the endorsement of the community.

Code of Ethics of the Graduate Nurses' Association of the

State of Pennsylvania

Adopted by the Association in 1904

Section 1.—There is no profession open

to women, from the members of which

greater purity of character and a higher

standard of moral excellence are required,

than that of nursing, and every one who
has entered the profession has incurred an
obligation to maintain its dignity and honor.

Sec. 2.—^A nurse can best do honor to her

Association by her personal conduct, and
by the high character of her professional

work. When a nurse becomes a member of

the Association she tacitly admits that she

owes it her allegiance.

Sec. 3.—Every member of the Associa-

tion should feel it her duty to further its

interests, not only by attendance at the

meetings and the payment of dues, but also

by giving her hearty support to all work for

the elevation and advancement of the Asso-

ciation, and by interesting the public in

such work in all legitimate ways.

Sec. 4.—A nurse as a good citizen should

do all in her power to improve the hygienic

conditions of the community in which she

resides.
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The Code of Ethics of the National Dental Association

Article I

THE DUTIES OF THE PROFESSION TO THEIR
PATIENTS

Section 1.—The dentist should be ever

ready to respond to the wants of his patrons,

and should fully recognize the obligations

involved in the discharge of his duties

toward them. As he is in most cases unable

to correctly estimate the character of his

operations, his own sense of right must
guarantee faithfulness in their performance.

His manner should be firm, yet kind and

sympathizing so as to gain the respect and

confidence of his patients, and even the

simplest case committed to his care should

receive that attention which is due to opera-

tions performed on living, sensitive tissue.

Sec. 2.—It is not to be expected that

the patient will possess a very extended or a

very accurate knowledge of professional

matters. The dentist should make due

allowance for this, patiently explaining

many things which may seem quite clear to

himself, thus endeavoring to educate the

public mind so that it will properly appre-

ciate the beneficent eflForts of our profession.

He should encourage no false hop>es by
promising success when, in the nature of the

case, there is imcertainty.

Sec. 3.—^The dentist should be temperate

in all things, keeping both mind and body in

the best possible health, that his patients

may have the benefit of that clearness of

judgment and skill which is their right.

Article n
maintaining professional character

Section 1.—A member of the dental

profession is boimd to maintain its honor

and to labor earnestly to extend its sphere

of usefulness. He should avoid everything

in language and conduct calculated to dis-

honor his profession, and should ever mani-

fest a due respect for his brethren. The
young should show special respect to their

seniors; the aged, special encouragement

to their jimiors.

Sec 2.—^It is unprofessional to resort

to public advertisement, cards, handbills,

posters, or signs, calling attention to peculiar

styles of work, lowness of prices, special

modes of operating; or to claim superiority

over neighboring practitioners; to publish

reports of cases or certificates in the public

prints, to circulate or recommend nostrums;
or to perform any other similar acts. But
nothing in this section shall be so construed
as to imply tliat it is unprofessional for den-
tists to announce in the public prints, or by
cards, simply their names, occupation, and
place of business, or in the same manner to

announce their removal, absence from or

return to business, or to issue to their pa-

tients appointment cards having a fee bill

for professional services thereon.

Sec. 3.—When consulted by the patient

of another practitioner the dentist should

guard against inquiries or hints disparaging

to the family, dentist or calculated to weaken
the patient's confidence in him; and if the

interest of the patient will not be endangered
thereby, the case should be temporarily

treated, and referred back to the family

dentist.

Sec 4.—When general rules shall have
been adopted by members of the profession

practicing in the same localities in relation

to fees, it is unprofessional and dishonorable

to depart from these rules, except when
variation of circumstances require it. And
it is ever to be regarded as unprofessional to

warrant operations as an inducement to

patronage.

Article HI
consultations

Consultations should be promoted in

difficult or protracted cases, as they give

rise to confidence, energy, and broader views

in practice. In consultations that courtesy

and just dealing should be especially

observed.

Article IV

the relative duties of dentists and
physicians

Dental surgery is a sp)ecialty in medical

science. Physicians and dentists should

both bear this in mind. The dentist is pro-

fessionally limited to diseases of the dental

organs and adjacent parts. With these he

I
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should be more familiar than the general

practitioner is expected to be; and while he
recognizes the broader knowledge of the

physician in regard to diseases of the general

system, the latter is under equal obligations

to respect his higher attainments in his

specialty.

Article V
THE mutual duties OF THE PROFESSION

AND THE PUBLIC

Dentists are frequent witnesses, and at

the same time the best judges, of the impo-

sitions p>erpetrated by quacks, and it is their

duty to enlighten and warn the public in

regard to them. For this and many other

benefits conferred by the competent and
honorable dentist, the profession is entitled

to the confidence and respect of the public,

who should always discriminate in favor of

the true man of science and integrity against

the empiric and the imposter. The public

has no right to tax the time and talents of

the profession in examinations, prescrip-

tions, or in any other way, without proper

remuneration.

Code of Ethics of the American Pharmaceutical Association

Adopted in 1852

The American Pharmaceutical Associa-

tion, composed of Pharmaceutists and Drug-
gists throughout the United States, feeling

a strong interest in the success and advance-

ment of their profession in its practical and
scientific relations, and also impressed with

the belief that no amount of knowledge and
skill will protect themselves and the public

from the ill effects of an undue competition,

and the temptations to gain at the expense

of quality, unless they are upheld by high

moral obligations in the path of duty, have
subscribed to the following Code of Ethics

for the government of their professional

conduct.

Article 1.—As the practice of phar-

macy can only become uniform by an open
and candid intercourse being kept up be-

tween apothecaries and druggists among
themselves and each other, by the adoption

of the National Pharmacopoeia as a guide

in the preparation of oflScial medicines, and
by the discontinuance of secret formulae

and the practices arising from a quackish

spirit, and by an encouragement of that

esprit de corps which will prevent a resort

to those disreputable practices arising out
of an injurious and wicked competition;

Therefore, the members of this Association

agree to uphold the use of the Pharmaco-
poeia in their practice; to cultivate brotherly

feeling among the members, and to dis-

countenance quackery and dishonorable

competition in their business.

Art. 2.—As labor should have its just

reward, and as skill, knowledge and re-

sponsibility required in the practice of

pharmacy are great, the remuneration of

the pharmaceutist's services should be pro-

portioned to these, rather than to the mar-
ket value of the preparations vended. The
rate of charges will necessarily vary with

geographical position, municipal location,

and other circumstances of a permanent
character, but a resort to intentional and
unnecessary reduction in the rate of charges

among apothecaries, with a view to gaining

at the expense of their brethern, is strongly

discountenanced by this Association as pro-

ductive of evil results.

Art. 3.—The first duty of the apothe-

cary, after duly preparing himself for his

profession, being to procure good drugs and
preparations (for without these his skill and
knowledge are of small avail), he frequently

has to rely on the good faith of the druggist

for their selection. Those druggists whose
knowledge, skill and integrity enable them
to conduct their business faithfully, should

be encouraged, rather than those who base

their claims of patronage on the cheapness

of their articles solely. When accidentally

or otherwise, a deteriorated, or adulterated

drug or medicine is sent to the apothecary,

he should invariably return it to the drug-

gist, with a statement of its defects. What
is too frequently considered a mere error of

trade on the part of the druggist, becomes a

highly culpable act when countenanced by
the apothecary; hence, when repetitions of
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such frauds occur, they should be exposed

for tlie l>cnefit of the profession. A careful

but firm jmrsnit of this course would render

well-ilisposed <lruggists more careful and
deter the fraudulently inclined from a re-

sort to their disreputable practices.

Art. 4.—As the practice of pharmacy is

quite distinct from the practice of medicine,

and has lieen found to flourish in propor-

tion as its practitioners have confined their

attention to its requirements; and as the

conduction of the business of both profes-

sions by the same individual involves

pecuniary temptations which are often not

comi>atible with a conscientious discharge

of duty; we consider that the members of

this Association should discountenance all

such professional amalgamation; and in

conducting business at the counter, should

avoid prescribing for diseases when practi-

cable, referring applicants for medical

advice to the phj'sician. We hold it as un-

professional and highly reprehensible for

apothecaries to allow any p>ercentage or

commission to physicians on their prescrip-

tions, as unjust to the public, and hurtful to

the indep>endence and self-resp)ect of both

parties concerned. We also consider that

the practice of some physicians (in places

where good apothecaries are numerous), of

obtaining medicines at low prices from the

latter, and selling them to their patients,

is not only unjust and unprofessional, but

deserving the censure of all high-minded

medical men.

Art. 5.—The important influence exert-

ed on the practice of pharmacy by the large

proportion of physicians who have resigned

its duties and emoluments to the apothe-

cary, are reasons why he should seek their

favorable opinion and cultivate their friend-

ship, by earnest endeavors to furnish their

patients with pure and well-prepared medi-

cines. As physicians are liable to commit
errors in writing their prescriptions, involv-

ing serious consequences to health and repu-

tation if permitted to leave the shop, the

apothecary should always, when he deems
an error has been made, consult the physi-

cian before proceeding; yet in the delay

which must necessarily occur, it is his duty,

when possible, to accomplish the interview

without compromising the reputation of

the physician. On the other hand, when
apothecaries commit errors involving ill

consequences, the physician, knowing the

constant liability to error, should feel bound
to screen them from undue censure, unless

the result of a culpable negligence.

Art. 6.—As we owe a debt of gratitude

to our predecessors for the researches and
observations which have so far advanced
our scientific art, we hold that every apothe-

cary and druggist is bound to contribute his

mite toward the same fund, by noting the

new ideas and phenomena which may occur

in the course of his business, and publishing

them, when of suflScient consequence, for

the benefit of the profession.

This code of ethics is evidently in need of

revision. The following code is proposed

for adoption at the annual meeting of the

American Pharmaceutical Association in

the autumn of 1922.

Principles of Pharmaceutical Ethics

Proposed by Charles H. LaWall for Adoption by the American Pharmaceutical Association

at its Annual Meeting in 19£2

Chapter I

THE duties of THE PHARMACIST IN CONNEC-
TION WITH HIS SERVICES TO THE PUBUC

Pharmacy has for its primary object the

service which it can render to the public in

safeguarding the handling, sale, compound-
ing and dispensing of medicinal substances.

The practice of Pharmacy demands
knowledge, skill and integrity on the part of

those engaged in it. Pharmacists are re-

quired to pass certain educational tests in

order to qualify for registration under the

laws of most of our states. These various

states restrict the practice of Pharmacy to

those qualifying according to the regulatory

requirements thereby granting to them a

special privilege which is denied other

citizens.

In return the states expect the Pharma-

I
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cist to recognize his responsibility to the

community and to ful£Q his professional

obligations honorably and with due regard

for the physical well being of society.

The Pharmacist should uphold the ac-

cepted standards of the United States Phar-

macopoeia and the National Formulary
for articles which are official in either of

these works and should, as far as possible,

encourage the use of these oflBcial drugs and
preparations and discourage the use of pro-

prietaries and nostrums. He should use

only drugs and chemicals of the best quality

obtainable for prescription filling and for

sale when the articles are to be used for

medicinal purposes.

He should neither buy, sell nor use sub-

standard drugs except for uses which are not

in any way connected with medicinal pur-

poses. When a substance is sold for tech-

nical use the quality furnished should be

governed by the grade required for the

stated purpose.

The Pharmacist should be properly

remunerated by the public for his knowledge

and skill when used in its behalf in com-
pounding prescriptions, and his fee for such

professional work as well as the cost of the

ingredients.

The Pharmacist should not sell or dis-

pense powerful drugs and poisons indis-

criminately to persons not properly quali-

fied to administer or use them, and should

use every proper precaution to safeguard

the public from poisons and from all habit-

forming medicines.

The Pharmacist, being legally entrusted

with the dispensing and sale of narcotic

drugs and alcoholic liquors, should merit

this responsibility by upholding and con-

forming to the laws and regulations govern-

ing the distribution of these substances.

The Pharmacist should seek to enlist and
merit the confidence of his patrons and
when this confidence is won it should be

jealously guarded and never abused by
extortion or misrepresentation or in any
other manner.
The Pharmacist should consider the

knowledge which he gains of their ailments,

and the confidences of his patrons regarding

these matters as entrusted to his honor, and
he should never divulge such facts unless

compelled to do so by law.

The Pharmacist should hold the health

and safety of his patrons to be of first con-

sideration; he should make no attempt to

prescribe or to treat diseases or strive to
sell nostrums or specifics simply for the
sake of profit. When an epidemic prevails,

the Pharmacist should continue his labors

for the alleviation of suffering without
regard to risk of his own health and without
consideration of emolument.
He should keep his store clean, neat and

sanitary in all its departments and should

be well supplied with accurate measuring
and weighing devices and other suitable

apparatus for the proper performance of his

professional duties.

It is considered inimical to public welfare

for the Pharmacist to have any clandestine

arrangement with any physician in which
fees are divided or in which secret prescrip-

tions are concerned.

Pharmacists should primarily be good
citizens, should uphold and defend the laws

of the state and nation. They should in-

form themselves concerning the laws, par-

ticularly those relating to food and drug
adulteration and those pertaining to health

and sanitation and should always be ready
to cooperate with the proper authorities

having charge of the enforcement of the

laws.

The Pharmacist should be willing to join

in any constructive effort to promote the

public welfare and he should share his

public and private conduct and deeds so as

to entitle him to the respect and confidence

of the community in which he practices.

Chapter H
the duties of the pharmacist in his re-

lations to the physician

The Pharmacist even when urgently

requested so to do should always refuse to

prescribe or attempt diagnoses. He should

under such circumstances, refer applicants

for medical aid to a reputable legally quali-

fied physician. In cases of extreme emer-

gency as in accident or sudden illness on the

street in which persons are brought to him
pending the arrival of a physician such

prompt action should be taken to prevent

suffering as is dictated by humanitarian

impulses and guided by scientific knowledge

and common sense.
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The Pharmacist should not, under any
circumstances, substitute one article for

another, or one make of an article for an-

other in a prescription, without the consent

of tlie physician who wrote it. No essential

change should be made in a physician's

prescription except such as is warranted by
correct pharmaceutical procedure, nor any
that will interfere with the obvious intent

of the prescriber, as regards therapeutic

action.

He should follow the physician's direc-

tions explicitly in the matter of refilling pre-

scriptions, copying the formula upon the

label or giving a copy of the prescription to

the patient. He should not add any extra

directions or caution or poison labels with-

out due regard for the wishes of tlie pre-

scriber, providing the safety of the patient

is not jeopardized.

WTienever there is doubt as to the inter-

pretation of the physician's prescription or

directions, he should invariably confer with

the physician in order to avoid a possible

mistake or an unpleasant situation.

He should never discuss the therapeutic

eflFect of a physician's prescription with a

patron or disclose details of composition

which the physician has witliheld, suggest-

ing to the patient that such details can

be properly discussed with the prescriber

only.

Where an obvious error or omission in a

prescription is detected by the Pharmacist,

he should protect the interests of his pa-

tron and also the reputation of the physician

by conferring confidentially upon the sub-

ject, using the utmost caution and delicacy

in handUng such an important matter.

Chapter III

THE DUTIES OF PHARMACISTS TO EACH OTHER
AND TO THE PROFESSION AT LARGE

The Pharmacist should strive to perfect

and enlarge his professional knowledge. He
should contribute his share toward the scien-

tific progress of his profession and encourage

and participate in research, investigation

and study.

He should associate himself with phar-

maceutical organizations whose aims are

compatible with this code of ethics and to

whose membership he may be eligible. He
should contribute his share of time and

energy to carrying on the work of these

organizations and promoting their welfare.

He should keep himself informed upon pro-

fessional matters by reading current phar-

maceutical and medical literature.

He should perform no act, nor should he

be a party to any transaction which will

bring discredit to his profession or in any
way bring criticism upon it, nor should he

unwarrantedly criticize a fellow pharmacist

or do anything to diminish the trust reposed

in the practitioners of pharmacy.

The Pharmacist should expose any corrupt

or dishonest conduct of any member of his

profession which comes to his certain knowl-

edge, through those accredited processes

provided by the civil laws or the rules and

regulations of pharmaceutical organiza-

tions, and he should aid in driving the

unworthy out of the calling.

He should not allow his name to be used

in connection with advertisements or cor-

respondence for furthering the sale of nos-

trums or accept agencies for such.

He should courteously aid a fellow phar-

macist who in an emergency needs supplies.

Such transactions had better be made in

the form of a sale rather than by borrow-

ing, as is often the custom.

He should not aid any person to evade

legal requirements regarding time and

experience by carelessly or improperly en-

dorsing or approving statements to which

he would not be willing to make aflS-

davit.

He should not undersell a fellow pharma-

cist for the sake of commercial advantage.

He should not imitate the labels of his

competitors or take any other unfair advan-

tage of merited professional or commercial

success. When a bottle or package of a

medicine is brought to him to be filled, he

should remove all other labels and place his

own thereon unless the patron requests

otherwise.

He should not fill orders which come to

him by mistake, being originally intended

for a competitor.

He should never request a copy of a pre-

scription from another pharmacist. It is

the patient's duty to attend to this if he

wishes to make a change in pharmacists.

He should deal fairly with manufacturers

and wholesale druggists from whom he pur-
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chases his supplies; all goods received in

error or excess and all undercharges should

be as promptly reported as are shortages

and overcharges.

He should earnestly strive to follow all

trade regulations and rules, promptly meet
all obligations and closely adhere to all con-
tracts and agreements.

Code of Ethics Adopted by the American Society of

Mechanical Engineers in June 1914

A. General Principles

It is not assumed that this code shall

define in detail the duties and obligations of

engineers under all possible circumstances.

It is an axiom that engineers in all their

professional relations should be governed

by principles of honor, honesty, strict

fidelity to trusts imposed upon them, and
courteous behavior toward all. The fol-

lowing sections are framed to cover situ-

ations arising most frequently in engineers
*

work.

It is the duty of engineers to satisfy

themselves to the best of their ability

that the enterprises with which they become
identified are of legitimate character. If

an engineer after becoming associated with

an enterprise finds it to be of questionable

character, he should sever his connection

with it as soon as practicable, avoiding in

so doing reflections on his previous asso-

ciates.

B . The Engineer 's Relations to Client
OR Employer

The engineer should consider the pro-

tection of a client's or employer's interests

his first obligation, and therefore should

avoid every act contrary to this duty. If

any other considerations, such as pro-

fessional obligations or restrictions, inter-

fere with his meeting the legitimate

expectation of a client or employer, the

engineer should so inform him.

An engineer cannot honorably accept

compensation, financial or otherwise, from
two or more parties having conflicting

interests without the consent of all parties.

The engineer, in whatever capacity, whether
consulting, designing, installing, or operat-

ing, must not accept commissions, directly

or indirectly, from parties dealing with his

client or employer. The only condition

imder which such commissions may honor-

ably be accepted is when they are given

with the full knowledge and approval of all

parties concerned.

An engineer called upon to decide on the

use of inventions, apparatus, or anything

in which he has a financial interest, should

make his status clearly understood by
those employing him.

The engineer, in conformity with the

practice in other professions, should not

offer or execute a bond to guarantee the

performance of his work. The client's

reliance for the satisfactory execution of his

work should be the professional reputation

and experience of the engineer.

An engineer in independent practice may
be employed by more than one party, when
the interests of the several parties do not

conflict; and it should be understood that

he is not expected to devote his entire time

to the work of one, but is free to carry out

other engagements. A consulting engineer

permanently retained by a party, should

notify other prospective clients of this

aflSliation before entering into relations

with them, if in his opinion, the interests

might conflict.

Before any consulting engineer takes

over the work of another consulting en-

gineer he should ask the client his reasons

for desiring to change engineers and unless

the consulting engineer is entirely satisfied

that the client has good and suflScient

reasons for making the change he should

confer with the present incumbent before

accepting the work.

Consultations should be encouraged in

cases of doubt or unusual responsibility.

The aim should be to give the client the

advantage of collective skill. Discussions

should be confidential. Consulting en-

gineers should not say or do anything to

impair confidence in the engineer in charge

unless it is apparent that he is wholly
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incompetent or the interests of the pro-

fession so require.

Engineers acting as experts in legal and

other cases, in making reports and testify-

ing, should not depart from the true state-

ment of results based on sound engineering

principles. To base reports or testimony

upon theories not so founded is unpro-

fessional.

An engineer should make every effort to

remedy dangerous defects in apparatus or

structures or dangerous conditions of

operation, and should immediately bring

these to the attention of his client or

employer. As failure of any engineering

work reflects upon the whole profession,

every engineer owes it to his professional

associates as well as to himself that a

reasonable degree of safety be provided in

all work undertaken.

C. Ownership of Engineering Records
AND Data

It is desirable that an engineer under-

taking for others work in connection with

which he may make improvements, in-

ventions, plans, designs or other records

should first enter into an agreement re-

garding their ownership.

If an engineer uses information which is

not common knowledge or public property,

but which he obtains from a client or

employer, resulting in plans, designs, or

other records, these should be regarded as

the prop)erty of his client or employer.

If a consulting engineer uses only his

own knowledge, or information, which by
prior publication, or otherwise, is public

prop)erty and obtains no engineering data

from a client or employer, except per-

formance specifications or routine informa-

tion; then in the absence of an agreement

to the contrary, the results in the form of

inventions, plans, designs, or other records

should be regarded as the property of the

engineer, and the client or employer should

be entitled to their use only in the case for

which the engineer was employed.

All work and results accomplished by an

engineer in independent practice in the

form of inventions, plans, designs, or other

records, which are outside of the field of

engineering for which a client or employer

has retained him, should be regarded as

the engineer's property unless there is an

agreement to the contrary.

Wien an engineer or manufacturer

builds apparatus from designs supplied to

him by a customer, the designs remain the

prop>erty of the customer and should not l>e

duplicated by the engineer or manufacturer

for others without express permission.

When the engineer or manufacturer and a

customer jointly work out designs and
plans or develop inventions, a clear under-

standing should be reached before the

beginning of the work regarding the respec-

tive rights or ownership in any inventions,

designs, or matters of similar character,

that may result.

Any engineering data or information

which an engineer obtains from his client

or employer, or which he creates as a result

of such information, must be considered

confidential by the engineer; and while he

is justified in using such data or information

in his own practice as forming part of

his professional experience, its publica-

tion without express permission is im-

proper.

Designs, data, records and notes made
by an employe and referring exclusively to

his employer's work, should be regarded as

his employer's proj)erty.

A customer, in buying apparatus, does

not acquire any right in its design, but only

the use of the apparatus, purchased. A
client does not acquire any right to the

plans made by a consulting engineer except

for the specific case for which they were

made, unless there is an agreement to the

contrary.

D. The Engineer's Relations
TO THE Public

The engineer should endeavor to assist

the public to a fair and correct general

understanding of engineering matters, to

extend the general knowledge of engineer-

ing, and to discourage the appearance of

untrue, unfair or exaggerated statements

on engineering subjects in the press or

elsewhere, especially if these statements

may lead to, or are made for the purpose

of, inducing the public to participate in

unworthy enterprises.

Technical discussions and criticisms of en-

gineering subjects shotdd not be conducted
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in the public press, but before engineering

societies or in technical publications.

It is desirable that the first technical

descriptions of inventions, or other en-

gineering advances, should not be made
through the public press, but before en-

gineering societies or through technical

publications.

It is unprofessional to give an opinion

on a subject without being fully informed

as to all the facts relating thereto and as to

the purposes for which the information is

asked. The opinion should contain a full

statement of the conditions under which it

applies.

Engineers engaged in private practice

should limit their advertising to professional

cards and modest signs in conformity with

the practice of other professions.

E. The Engineer's Relations to the
Engineering Fraternity

The engineer should take an interest in

and assist his fellow engineers by exchange

of general information and experience,

by instruction and similar aid, through

the engineering societies, the engineering

schools, or other means. He should en-

deavor to protect all reputable engineers

from misrepresentfition.

The engineer should take care that

credit for engineering work is attributed to

those who, so far as his knowledge of the

matter goes, are the real authors of such

work.

Criticism of the work of one engineer by
another should be broad and generous

with the facts plainly stated. The success

or failure of one member reflects credit or

discredit on the whole profession.

The attitude of superiors toward sub-

ordinates should be that of helpfulness

and encouragement. The attitude of sub-

ordinates to superiors should be one of

loyalty and diligent support. The treat-

ment of each by the other should be open

and frank.

The attitude of an engineer toward con-

tractors should be one of helpful coopera-

tion. Tactand courtesy should be combined
with firmness. An engineer should hold a

judicial attitude toward both parties to a

contract for the execution of which he is

responsible.

An engineer in responsible charge of

work should not permit non-technical

persons to overrule his engineering judg-

ment on purely engineering grounds.

F. Interpretation

If two or more engineers, members of

this Society, disagree as to the interpreta-

tion of this Code, or as to the proper rules

of conduct which should govern them in

professional relations to each other, they

may agree to refer the matter to a standing

committee of the Society on the interpreta-

tion of the Code. Each party shall submit

a statement of his position in writing, and
the committee shall render a decision. A
permanent record shall be made of the

cases so submitted and decided.

Amendments or additions to this Code
may be made by the standing committee

on interpretation of the Code, subject to

the approval of the Council.

Respectfully submitted,

Charles W. Baker, Chmn.
Charles T. Main,
E. D. Meier,
Spencer Miller,
C. R. Richards,

Members of Committee on Code of Ethics.

Code of Ethics of the American Society of Civil Engineers, Adopted
September 2, 1914

It shall be considered unprofessional

and inconsistent with honorable and
dignified bearing for any member of the

American Society of Civil Engineers:

1. To act for his clients in professional

matters otherwise than as a faithful agent

or trustee, or to accept any remuneration

19

other than his stated charges for services

rendered his clients.

2. To attempt to injure falsely or

maliciously, directly or indirectly, the

professional reputation, prospects, or busi-

ness, of another Engineer.

3. To attempt to supplant another Eel-
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gineer after definite steps have been taken

toward his employment.

4. To complete with another Engineer

for employment on the basis of professional

charges, by reducing his usual charges and

in this manner attempting to underbid

after being informed of the charges named
by another.

5. To review the work of another

Engineer for the same client, except with

the knowledge or consent of such Engineer,

or unless the connection of such Engineer

with the work has been terminated.

6, To advertise in self-laudatory lan-

guage, or in any other manner derogatory

to the dignity of the Profession.

The Code of Ethics of the Engineering Institute of Canada, In-

corporated 1887 as the Canadian Society of Civil Engineers

rectly any royalty, gratuity or commission

on any patented or protected article or

process used on work which he is carrying

out for his clients, unless and until such

royalty, gratuity or commission has been

authorized in writing by those clients.

5. He shall not improperly solicit pro-

fessional work, either directly or by an

Agent, nor shall he pay, by commission

or otherwise, any person who may introduce

clients to him.

6. He shall not be the medium of pay-

ments made on his client's behalf to any
Contractor or business firm (unless specially

so requested by his clients) but shall only

issue certificates or recommendations for

payment by his clients.

Any alleged breach of these regulations

or any alleged professional misconduct by
a member which may be brought before the

Council, properly vouched for and sup-

ported by sufficient evidence, shall be

investigated, and if proved, shall be dealt

with by the Council, either by the expulsion

of the offender from the Institute or in such

other manner as the Council may think fit.

Every member of the Institute shall

observe and be bound by the following

regulations :

—

1

.

He shall act in all professional matters

strictly in a judiciary maimer with regard

to any clients whom he may advise and his

charges to such clients shall constitute his

only remuneration in connection with such

work, except as provided by Clause 4.

2. He shall not accept any trade com-
missions, discounts, allowances, or any
indirect profit in connection with any work
which he is engaged to design or sup)erin-

tend or with professional business which
may be entrusted to him.

3. He shall not, while acting in a pro-

fessional capacity, be at the same time,

without disclosing the fact in writing to

his clients, a director or member, or a

shareholder in, or act as agent for, any
contracting or manufacturing company or

firm or business with which he may have
occasion to deal on behalf of his clients,

or have any financial interest in such a

business.

4. He shall not receive directly or indi-

Code of Principles of Professional Conduct of the American

Institute of Electrical Engineers^

Adopted by the Board of Directors, March 8, 1912

EA. General Principles.

B. The Engineer's Relations to Client or

Employer.

C. Ownership of Engineering Records
and Data.

D. The Engineer's Relations to the

Public.

The Engineer's Relations to the En-
gineering Fraternity.

F. Amendments.

1HISTORY OF THE CODE
At the Milwaukee Convention in May, 1906,

Dr. Schuyler Skaats \\Tieeler delivered his presi-

dential address on " Engineering Honor." It was
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While the following principles express,

generally, the engineer's relations to client,

employer, the public, and the engineering

fraternity, it is not presumed that they

define all of the engineer's duties and
obligations.

A. General Principles

1. In all of his relations the engineer

should be guided by the highest principles

of honor.

2. It is the duty of the engineer to satisfy

himself to the best of his ability that the

enterprises with which he becomes identified

are of legitimate character. If after becom-
ing associated with an enterprise he finds it

to be of questionable character, he should

sever his connection with it as soon as

practicable.

B. The Engineer's Relations to

Client or Employer

3. The engineer should consider the pro-

tection of a client's or employer's interests

his first professional obligation, and there-

fore should avoid every act contrary to this

duty. If any other considerations, such as

professional obligations or restrictions, in-

terfere with his meeting the legitimate

expectation of a client or employer, the

engineer should inform him of the situ-

ation.

the sense of the Convention that the ideas con-

tained in this address should be embodied in a

Code of Ethics for the electrical engineering

profession, and to this end the following com-
mittee was appointed in October, 1906:

ScHtTYLER Skaats Wheeler, Chairman
H. W. Buck Charles P. Steinmetz

In May, 1907, the committee reported a code

to the President and Board of Directors for dis-

cussion at the June Convention at Niagara Falls.

It was discussed and adopted by the Convention
but later the adoption had to be set aside on
account of the provisions of the Constitution pro-

hibiting conventions from acting upon questions

affecting the Institute's organization or policy.

It was taken up by the Board of Directors on
August 30, 1907, revised, printed and submitted
to the membership for suggestions to be sent to a

new committee appointed by President Stott.

It lay dormant until June, 1911, when, in ac-

cordance with a resolution of the Board of Direc-

tors, President Jackson appointed a committee.

4. An engineer cannot honorably accept

compensation, financial or otherwise, from
more than one interested party, without the

consent of all parties. The engineer, whether

consulting, designing, installing or operat-

ing, must not accept commissions, directly

or indirectly, from parties dealing with his

client or employer.

5. An engineer called upon to decide on
the use of inventions, apparatus, or any-

thing in which he has a financial interest,

should make his status in the matter clearly

understood before engagement.

6. An engineer in independent practice

may be employed by more than one party,

when the interests of the several parties do
not conflict; and it should be understood

that he is not expected to devote his entire

time to the work of one, but is free to carry

out other engagements. A consulting

engineer permanently retained by a party,

should notify others of this aflSliation before

entering into relations with them, if, in his

opinion, the interests might conflict.

7. An engineer shoidd consider it his duty

The personnel of this committee, as reappointed

by President Dunn in August, 1911, is as follows:

George F. Sever, Chairman
H. W. Buck Charles P. Steinmetz
Samuel Reber Henry G. Stott

Schuyler Skaats Wheeler

This committee's work was presented in a

report to the Board of Directors on February 9,

1912, when the code was tentatively adopted.

After a month's careful analysis and considera-

tion of numerous suggestions from the advisory

members of the committee and others, the com-
pleted code was adopted at the meeting of the

Board of Directors on March 8, 1912.

At the meeting of February 9, the title of the

committee and of the code was changed from that

of Code of Ethics to Code of Principles of Pro-

fessional Conduct.

The committee was assisted by eighteen advi-

sory members appointed by the President. Their
names are appended.

William S. Barstow Henry H. Norris
Louis Bell Ralph W. Pope
John J. Carty Harris J. Ryan
Francis B. Crocker Charles F. Scott
DuGALD C. Jackson Samuel Sheldon
A. E. Kennelly William Stanley
John W. Lieb, Jr. Lewis B. Stillwell
C. O. Mailloux Elihu Thomson
Ralph D. Mershon W. D. Weaver
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to make every effort to remedy dangerous

defects in apparatus or structures or danger-

ous conditions of operation, and should

bring these to the attention of his client or

employer.

C. Ownership of Engineering Records
and Data

8. It is desirable tliat an engineer under-

taking for others work in connection with

wliich he may make improvements, inven-

tions, plans, designs, or other records,

should enter into an agreement regarding

their ownership.

9. If an engineer uses information which
is notcommon knowledge orpublic property,

but which he obtains from a client or em-
ployer; the results in the form of plans,

designs, or other records, should not be re-

garded as his property, but the property of

his client or employer.

10. If an engineer uses only his own
knowledge, or information which by prior

publication, or otherwise, is public property

and obtains no engineering data from a
client or employer, except performance
S{jecifications or routine information; then

in the absence of an agreement to the con-

trary the results in the form of inventions,

plans, designs, or other records, should be

regarded as the property of the engineer,

and the client or employer should be entitled

to their use only in the case for which the

engineer was retained.

11. All work and results accomplished by
the engineer in the form of inventions, plans,

designs, or other records, that are outside

of the field of engineering for which a client

or employer has retained him, should be

regarded as the engineer's property unless

there is an agreement to the contrary.

12. When an engineer or manufacturer

builds apparatus from designs supplied to

him by a customer, the designs remain the

property of the customer and should not be

duplicated by the engineer or manufacturer

for others without express permission.

When the engineer or manufacturer and a

customer jointly work out designs and
plans or develop inventions, a clear under-

standing should be reached before the be-

ginning of the work regarding the respective

rights of ownership in any inventions, de-

signs, or matters of similar character, that

may result.

13. Any engineering data or information

which an engineer obtains from his client

or employer, or which he creates as a result

of such information, must be considered

confidential by the engineer; and while lie

is justified in using such data or information

in his own practise as forming part of his

professional experience, its publication

without express permission is improper.

14. Designs, data, records and notes

made by an employe and referring exclu-

sively to his employer's work, should be

regarded as his employers property.

15. A customer, in buying apparatus,

does not acquire any right in its design but

only the use of the apparatus purchased.

A client does not acquire any right to the

plans made by a consulting engineer except

for the specific case for which they were

made.

D. The Engineer's Relations to the
PUBUC

16. The engineer should endeavor to

assist the public to a fair and correct general

understanding of engineering matters, to

extend the general knowledge of engineer-

ing, and to discourage the appearance of

untrue, unfair or exaggerated statements on

engineering subjects in the press or else-

where, especially if these statements may
lead to, or are made for the purpose of, in-

ducing the public to participate in unworthy

enterprises.

17. Technical discussions and criticisms

of engineering subjects should not be con-

ducted in the public press, but before

engineering societies, or in the technical

press.

,18. It is desirable that first publication

concerning inventions or other engineering

advances should not be made through the

public press, but before engineering societies

or through technical publications.

19. It is unprofessional to give an opin-

ion on a subject without being fully informed

as to all the facts relating thereto and as to

the purposes for which the information is

asked. The opinion should contain a full

statement of the conditions under which it

applies.
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E. The Engineer's Relations to the
Engineering Fraternitt

20. The engineer should take an interest

in and assist his fellow engineers by ex-

change of general information and experi-

ence, by instruction and similar aid, through

the engineering societies or by other means.

He should endeavor to protect all reputable

engineers from misrepresentation.

21. The engineer should take care that

credit for engineering work is attributed to

those who, so far as his knowledge of the

matter goes, are the real authors of such
work.

22. An engineer in responsible charge of

work should not permit non-technical per-

sons to overrule his engineering judgments
on purely engineering grounds.

F. Amendments

Additions to, or modifications in, this

Code may be made by the Board of Direc-

tors under the procedure applying to a by-

law.

Code of Ethics of American Association of Engineers

Any code of ethics must be predicated

upon the basic principles of truth and
honesty. "Whatsoever things are true,

whatsoever things are honest," are the

things for which engineers must contend.

An engineer may not "go beyond and
defraud his brother" by any underhanded

act or method. He may not do or say

anything which will injure his brother's

reputation or his business for the purpose of

securing his own advancement or profit.

This admonition carries with it no obliga-

tion to refrain from telling known and
absolute truth about an unworthy brother,

as a protection to others; but the truth so

told must be. such as can be substantiated,

and he who tells it must have the courage

which will not shrink from the consequence

of his telling.

The engineer owes his client allegiance

demanding his most conscientious service.

But conscientious service to the client

must never entail a surrender of personal

convictions of truth and right.

An engineer who receives compensation

from an employer may not receive gift,

commission or remuneration of any kind

from a third party with whom he does

business for that employer.

An engineer seeking to build up his

business may not resort to self-laudation

in advertising. He may state briefly the

lines of work in which he has had experi-

ence, and enumerate responsible positions

which he has held and give his refer-

ences.

An engineer who employs others either

in his own service or in that of the client

who employs him, should recognize in his

relationship to them an obligation of

exemplary conduct, of helpfulness and
personal interest in those with whom he is

thus brought in contact, and he should

discharge such obligation tactfully and
kindly.

The honor of the profession should be
dear to every engineer, and he should

remember that his own character and con-

duct reflect honor, or the reverse upon the

profession.

If, then, he so lives that his own honor
shall never be smirched by his own act or

omission, he will thus maintain the honor
of the organization to which he belongs.

A Circular of Advice

Relative to Principles of Professional Practice and The Canons of Ethics ^

The American Institute op Archi-
tects, seeking to maintain a high standard

of practice and conduct on the part of its

members as a safeguard of the important

* AIA. Document No. 163.

financial, technical and esthetic interests

entrusted to them, offers the following

advice relative to professional practice:

The profession of architecture calls for

men of the highest integrity, business
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capacity and artistic ability. The architect

is entrusted with financial undertakings in

which his honesty of purpose nuist he above

suspicion; he acts as professional adviser to

his client and his advice must be absolutely

disinterested; he is charged with the

exercise of judicial functions as between

client and contractors and must act with

entire impartiality; he has moral re-

sponsibilities to his professional associates

and subordinates; finally, he is engaged in

a profession which carries with it grave

responsibility to the public. These duties

and responsibilities cannot be properly

discharged unless his motives, conduct,

and ability are such as to command respect

and confidence.

No set of rules can be framed which will

particularize all the duties of the architect

in his various relations to his clients, to

contractors, to his professional brethren, and
to the public. The following principles

should, however, govern the conduct of

members of the profession and should

serve as a guide in circumstances other

than those enumerated.

1. On the Architect's Status

The architect's relation to his client is

primarily that of professional adviser;

this relation continues throughout the

entire course of his service. When, how-
ever, a contract has been executed between

his client and a contractor by the terms of

which the architect becomes the official

interpreter of its conditions and the judge

of its i>erformance, an additional relation

is created under which it is incumbent

upon the architect to side neither with

client nor contractor, but to use his powers

under the contract to enforce its faithful

performance by both parties. The fact

that the architect's payment comes from
the client does not invalidate his obligation

to act with impartiality to both parties.

2. On Preliminary Drawings and
Estimates

The architect at the outset should

impress upon the client the importance of

sufficient time for the preparation of

drawings and specifications. It is the

duty of the architect to make or secure

preliminary estimates when requested, but
he should acqtiaint the client with their

conditional character and inform him that

complete and final figures can be had only

from complete and final drawings and
specifications. If an unconditional limit

of cost be imposed before such drawings

are made and estimated, the architect

must be free to make such adjustments as

seem to him necessary. Since the archi-

tect should assume no responsibility that

may prevent him from giving his client

disinterested advice, he should not, by
bond or otherwise, guarantee any estimate

or contract.

3. On Superintendence and Expert
Services

On all work except the simplest, it is to

the interest of the owner to employ a
superintendent or clerk of the works. In

many engineering problems and in certain

specialized esthetic problems, it is to his

interest to have the services of special

experts and the architect should so inform

him. The experience and special knowledge 1

1

of the architect make it to the advantage

of the owner that these persons, although

paid by the owner, should be selected by
the architect under who§e direction they

are to work.

4. On the Architect's Charges

The Schedule of Charges of the American
Institute of Architects is recognized as a

proper minimum of payment. The locality

or the nature of the work, the quality of

services to be rendered, the skill of the

practitioner or other circumstances fre-

quently justify a higher charge than that

indicated by the Schedule.

5. On Payment for Expert Service

The architect, when retained as an expert,

whether in connection with competitions or

otherwise, should receive a compensation

proportionate to the responsibility and
difficulty of the service. No duty of the

architect is more exacting than such

service, and the honor of the profession is

involved in it. Under no circumstances

should experts knowingly name prices in

competition with each other.



A Circular of Advice 279

6. On Selection of Bidders or
Contractors

The architect should advise the client in

the selection of bidders and in the award of

the contract. In advising that none but

trustworthy bidders be invited and that

the award be made only to contractors who
are reliable and competent, the architect

protects the interests of his client.

7. On Duties to the Contractor

As the architect decides whether or not

the intent of his plans and specifications is

properly carried out, he should take special

care to see that these drawings and speci-

fications are complete and accurate, and he

should never call upon the contractor to

make good oversights or errors in them nor

attempt to shirk responsibility by in-

definite clauses in the contract or speci-

fications.

8. On Engaging in the Build-

ing Trades

The architect should not directly or

indirectly engage in any of the building

trades. If he has any financial interest in

any building material or device, he should

not specify or use it without the knowledge

and approval of his client.

9. On Accepting Commissions
OR Favors

The architect should not receive any
commission or any substantial service

from a contractor or from any interested

person other than his client.

10. On Encouraging Good
Workmanship

The large powers with which the archi-

tect is invested should be used with judg-

ment. While he must condemn bad work,

he should commend good work. Intelligent

initiative on the part of craftsmen and
workmen should be recognized and en-

couraged and the architect should make
evident his appreciation of the dignity of

the artisan's function.

11. On Offering Services
Gratuitously

The seeking out of a possible client and
the offering to him of professional services

on approval and without compensation.

unless warranted by personal or previous

business relations, tends to lower the

dignity and standing of the profession, and
is to be condemned.

12. On Advertising

Publicity of the standards, aims and
progress of the profession, both in general

and as exemplified by individual achieve-

ment, is essential. Advertising of the

individual, meaning self-laudatory pub-

licity procured by the person advertised or

with his consent, tends to defeat its own
ends as to the individual as well as to

lower the dignity of the profession, and is

to be deplored.

13. On Signing Buildings and
Use of Titles

The imobtrusive signature of buildings

after completion is desirable.

The placing of the architect's name on a

building during construction serves a

legitimate purpose for public information,

but is to be deplored if done obtrusively

for individual publicity.

The use of initials designating member-
ship in the Institute is desirable in all

professional relationships, in order to

promote a general understanding of the

Institute and its standards through a

knowledge of its members and their pro-

fessional activities.

Upon the members devolves the re-

sponsibility to associate the symbols of the

Institute with acts representative of the

highest standards of professional practice.

14. On Competitions

An architect should not take part in a

competition as a competitor or juror unless

the competition is to be conducted accord-

ing to the best practice and usage of the

profession, as evidenced by its having re-

ceived the approval of the Institute, nor

should he continue to act as professional

adviser after it has been determined that

the program cannot be so drawn as to

receive such approval. When an archi-

tect has been authorized to submit sketches

for a given project, no other architect

should submit sketches for it imtil the

owner has taken definite action on the first

sketches, since, as far as the second architect
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is concerned, a competition is thus estab-

lished. Except as an authorized competitor,

an architect may not attempt to secure

work for which a competition has been insti-

tuted. He may not attempt to influence

the award in a competition in which he has

submitted drawings. He may not accept

the commission to do the workfor which a

competition has been instituted if he has

actetl in an advisory capacity either in draw-

ing the program or in making the award.

15. On Injuring Others

An architect should not falsely or

maliciously injure, directly or indirectly,

the professional reputation, prospects or

business of a fellow architect.

16. On Undertaking the Work
OF Others

An architect should not undertake a

commission while the claim for compensa-

tion or damages or both, of an architect

previously employed and whose employ-

ment has been terminated remains un-

satisfied, unless such claim has been re-

ferred to arbitration or issue has been

joined at law; or unless the architect

previously employed neglects to press his

claim; nor should he attempt to supplant a

fellow architect after definite steps have
been taken toward his employment.
When an architect is asked to make

alterations of, or additions to a building

designed by another, he should bear in

mind the artistic rights of the author.

WTien practicable the new design should

be submitted to the original designer as a

professional courtesy, which will at least

invite an opinion upon the proposed

changes.

17. On Duties to Students
AND Draughtsmen

The architect should advise and assist

those who intend making architecture

their career. If the beginner must get his

training solely in the office of an architect,

the latter should assist him to the best of

his ability by instruction and advice. An
architect should urge his draughtsmen to

avail themselves of educational oppor-

tunities. He should, as far as practicable,

give encouragement to all worthy agencies

and institutions for architectural education.

While a thorough technical preparation is

essential for the practice of architecture,

architects cannot too strongly insist that

it should rest upon a broad foundation of

general culture.

18. On Duties to the Public and
to Building Authorities

An architect should be mindful of the

public welfare and should participate in

those movements for public betterment in

which his special training and experience

qualify him to act. He should not, even

under his client's instructions, engage in or

encourage any practices contrary to law or

hostile to the public interest; for, as he is

not obliged to accept a given piece of work,

he cannot, by urging that he has but

followed his client's instructions, escape

the condemnation attaching to his acts.

An architect should support all public

oflScials who have charge of building in the

rightful performance of their legal duties.

He should carefully comply with all build-

ing laws and regulations, and if any such

appear to him unwise or unfair, he should

endeavor to have them altered.

19. On Professional Qualifications

The public has the right to expect that

he who bears the title of architect has the

knowledge and ability needed for the proper

invention, illustration, and supervision of

all building operations which he may
undertake. Such qualifications alone

justify the assumption of the title of archi-

tect.

The Canons of Ethics

The following Canons are adopted by the

American Institute of Architects as a

general guide, yet the enumeration of par-

ticular duties should not be construed as

a denial of the existence of others equallyim-

portant although not specially mentioned.

It should also be noted that the several

sections indicate offences of greatly vary-

ing degrees of gravity.

It is unprofessional for an architect

—
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1. To engage directly or indirectly in

any of the building or decorative trades.

2. To guarantee an estimate or contract

by bond or otherwise.

3. To accept any commission or sub-

stantial service from a contractor or from

any interested party other than the owner.

4. To take part in any competition

which has not received the approval of the

Institute or to continue to act as professional

adviser after it has been determined that

the program cannot be so drawn as to

receive such approval.

5. To attempt in any way, except as a

duly authorized competitor, to secure work
for which a competition is in progress.

6. To attempt to influence, either

directly or indirectly, the award of a com-
petition in which he is a competitor.

7. To accept the commission to do
the work for which a competition has

been instituted if he has acted in

an advisory capacity, either in drawing

the program or in making the award.

8. To injure falsely or maliciously,

directly or indirectly, the professional

reputation, prospects or business of a
fellow architect.

9. To undertake a commission while

the claim for compensation, or damages,

or both, of an architect previously em-
ployed and whose employment has been

terminated remains unsatisfied, until such

claim has been referred to arbitration or

issue has been joined at law, or unless the

architect previously employed neglects to

press his claim.

10. To attempt to supplant a fellow

architect after definite steps have been

taken toward his employment, e. g., by
submitting sketches for a project for which

another architect has been authorized to

submit sketches.

1 1

.

To compete knowingly with a fellow

architect for employment on the basis of

professional charges.

A Code of Ethics for the Teaching Profession

Adopted by the Pennsylvania State Education Association, December 1920

This code is an application of the general

principles of ethics to the special obliga-

tions, rights, and privileges of the teaching

profession.

I. Pkofessional Attitude

The highest obligation of every member
of the teaching profession is due to those

who are under his professional care.

II. Compensation

The teaching profession should demand,
for each of its members, that compensation

which will enable him to render the most
eflBcient service. To attain maximum
eflBciency the compensation must be

sufficient to enable him to live upon a
scale befitting his place in society, to permit

the necessary expenditures for professional

improvement, and to make proper pro-

vision for those dependent upon him, and
for himself in his old age.

III. Open-minded Study of
Education

Every member of the profession should

be a progressive student of education. To
this end he should be a thoughtful reader

of educational literature, should attend

and participate in educational meetings,

should engage in such experimentation and
collection of data as will test the value of

educational theories and aid in the estab-

lishment of a scientific basis for educational

practice, and should be willing to give to

his fellow members the benefits of his

professional knowledge and experience.

IV. Criticisms of Associates

(a) The motives for all criticisms should

be helpfulness and improvement. Adverse

criticisms, known or heard, should not be

made or repeated except to the one criti-

cized, or to his superior with the full
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ex]>ectation that opportunity for explana-

tion will be afforded. On the other hand,

when corrupt and dishonorable practices

are known to exist they should be fearlessly

reported to the proper authorities.

(b) Adverse comments and insinuations

in regard to the work of a predecessor or of

the teacher of a previous grade are to be

condemned.

V. Appointments and Promotions

(a) All appointments, promotions or

advancements in salary should be ol>tained

exclusively on merit. To tliis end, it is

prof>er for the candidate to make his

qualifications known to the proper school

authorities, either directly or through a

teachers' agency.

(b) A teacher should take no steps

towards obtaining a s|)ecific position until

he knows the p>osition is vacant or about to

become vacant.

(c) No teacher should secure an offer

elsewhere for the sole purpose of using it

as a means to obtain an increase of salary

on his present position.

(d) Upon accepting appointment in a
given district a teacher should notify all

other districts to which letters of appli-

cation have been sent.

(e) Whenever a suf)erintendent is seek-

ing a teacher in another district he should

inform the superintendent or the proper

officials of the district, but a superintend-

ent's reluctance to part with a teacher

should not deprive the teacher of an
opportunity for deserved advancement.

VI. Contract Obugations

A teacher should never violate a contract.

Unless the consent of the employing body
is obtained releasing the obligation, the

contract shoidd be fulfilled. On the other

hand, when a teacher is offered a better

position elsewhere it is against the best

interests of the schools to stand in the way
of the teacher's advancement by arbitrary

insistence upon the terms of a needlessly

rigid contract, when the place can be

satisfactorily filled.

VII. Democracy in the Develop-
ment OF School Plans

The superintendent should be recog-

nized as the professional leader of the

school system. Each member of the sys-

tem should be given opportunity to collabo-

rate in the solution of professional problems;

but when a policy is finally determined, it

should be loyally supported by all.

VIII. Relations between Super-
visory Officer.s and Teachers

(a) Cooperation, loyalty, and sincerity

should characterize all relations between
supervisory officers and teachers.

(b) Each teacher is entitled from time

to time to statements of his professionl

record, whether favorable or unfavorable,

and may properly make requests for such

statements. Moreover, every teacher

whose reemployment is not intended

should be given timely notice.

(c) A supervisor of class room work
should observe the following ethical princi-

ples in relation to the teachers whose work
he observes professionally.

1. He should express an opinion upon
the work observed following each pro-

fessional visit.

2. He should recommend ways to re-

move every fault pointed out, and allow

reasonable opportunity for improvement.

3. He should not criticize a teacher

before other teachers or before pupils.

4. He should just as certainly and just

as unfailingly point out the excellences as

the faults of the work observed.

5. He should give ample opportunity

for conference previous to observation of

the teacher's work.

(d) A superintendent or other super-

visory officer should be ready and willing

at any time to answer official inquiries from

prospective employers concerning the quali-

fications of any teacher under him, and
should be willing to write to any interested

party, at the request of a teacher, giving a

statement of the teacher's professional

record under him; but evasive or equivocal

letters of recommendation should not be

given.

IX. Relations to Parents

(a) Teachers should maintain coop-

erative relations with parents, and should

meet criticism with open mindedness and
courtesy.

(b) Teachers should not discuss the
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I

physical, mental, moral or financial limita-

tions of their pupils in such a way as to

embarrass the pupils' or parents unneces-

sarily. Nevertheless they should exercise

the utmost candor, as well as tact, in

their communications with parents on

matters of real importance. Information

concerning the home conditions of the

pupils should be held in confidence by the

teachers.

X. Relations to Publishers and
Supply Houses

No member of the profession should act

as an agent, or receive a commission, or

royalty, or anything else of value, for any
books or supplies in the selection of which

he exercises official decision.

XI. Teachers' Agencies

The profession should unhesitatingly

condemn teachers' agencies that encourage

teachers to break their contracts, that work
for the appointment or promotion of

unqualified teachers, or that make recom-

mendations for positions not known
jMJsitively to be vacant. Any member of

the profession who has knowledge of such

action, should report it to the Commission
on Professional Ethics.

XII. Loyalty to School Boards

(a) It is the duty of every member of

the profession in a school system to recog-

nize the legal authority of the board of

directors, and to be loyal to its policies

established in accordance therewith.

(b) If, however, the attitude of a school

board should clearly and persistently be

such as to prevent the members of the pro-

fession employed by it from serving the

best interests of the pupils, and if repeated

efforts to remedy the situation have been

without avail, then an appeal should be
made to the Commission on Professional

Ethics.

XIII. Commission on Professional
Ethics

(a) There should be a Commission on
Professional Ethics operating under the

Pennsylvania State Educational Associa-

tion. This Commission shall consist of

the President of the Association, ex officio,

and four members of the profession, ap-

pointed by the President, with terms of

four years each, one term expiring on July

first each year.

. (b) It shall be the duty of this Com-
mission to study the various problems of

professional ethics arising from time to

time, to give the inquiring members of the

profession its interpretation of the mean-
ing of various principles in this code, to

arrange for investigations rendered ad-

visable in connection with this code, to

take such action in regard to their findings

as may be deemed wise, to make recom-

mendations to the State Association as to

amendments or additions to the code, and

in general to have oversight of all questions

arising in connection with the ethics of

the teaching profession within the state.

The Personnel of the Commission for

the year ending July 1, 1922:

George Gailey Chambers, Chairman, Uni-

versity of Pennsylvania, Phila., Pa.

Charles A. Wagner, City Superintendent,

Chester, Pa.

Eli M. Rapp, Superintendent, Berks

County, Reading, Pa.

George Wheeler, Associate Superintendent,

Philadelphia, Pa.

H. W. Dodd, ex-officio. President of the

Peima. State Educational Association,

Allentown, Pa.

The Oregon Code of Ethics for Journalism

Adopted at the Oregon Newspaper Conference, 1922

'Not only all arts and sciences but all actions directed by choice aim at some good."

Aristotle, Nicomachean Ethics, I. 1.

Preamble
We believe in the teaching of the

great ethicists that a general state

of happiness and well-being is attainable

throughout the world; and that this state

is the chief end-in-view of society.

We recognize an instinct in every good

man that his utterances and his deeds
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should make a reasonable and continuous

contribution toward this ultimate state, in

the possibility of which we reiterate our

belief, however remote it may now seem.

We believe that men collectively should

also follow the principles of practice that

guide the ethical individual. For whatever

purpose men are associated, we believe they

should endeavor to make the reasonable

and continuous contribution that distin-

guishes the ethical man. And all the

agencies and instrumentalities employed
by men, singly or collectively, should be

based upon the best ethical practice of the

time, so that the end-in-view of society may
thereby be hastened.

Of all these agencies the printed word is

most widely diffused and most powerful.

The printed word is the single instrument

of the profession we represent, and the

extent to which it is shaping the thoughts

and the conduct of peoples is measureless.

We therefore pronounce the ethical re-

sponsibility of journalism the greatest of

the professional responsibilities, and we
desire to accept our responsibility, now and
hereafter, to the utmost extent that is right

and reasonable in our respective circum-

stances.

Accordingly we adopt for our guidance

the following code, which shall be known as

the Oregon Code of Ethics for Journalism.

I. Sincerity; Truth

The foundation of ethical journalism is

sincerity. The sincere journalist will be
* honest alike in his purposes and in his

writings. To the best of his capacity to

ascertain truth, he will always be truthful.

It is his attitude toward truth that dis-

tinguishes the ethical from the unethical

writer. It is naturally not possible that all

writing can be without error; but it can
always be without deliberate error. There
is no place in journalism for the dissembler;

the distorter; the prevaricator; the sup-

pressor; or the dishonest thinker.

The first section of this code therefore

provides that we shall be continuously

sincere in professional practice; and sin-

cerity as journalists means, for example,

that:

1. We will put accuracy above all other con-

siderations in the written word, whether editorial,

advertisement, article, or news story.

2. We will interpret accuracy not merely as

the absence of actual misstatement, but as the

presence of whatever is necessary to prevent the

reader from making a false deduction.

3. In an ethical attitude toward truth, we will

be open at all times to conviction, for the sincere

journalist, while fearless and firm, will never be

stubborn; therefore we will never decline to hear

and consider new evidence.

4. If new evidence forces a change of opinion,

we will be as free in the acknowledgment of the

new opinion as in the utterance of the old.

6. We will promote a similar attitude in others

toward truth, not asking or permitting employes

to WTite things which as sincere journalists we
would not ourselves write.

II. Care; Competency; Thoroughness

Inaccuracy in journalism is commonly
due more to lack of mental equipment than

to wilfulness of attitude. The ill-equipped

man cannot be more competent as a

journalist than he can as a doctor or en-

gineer. Given an ethical attitude, the

contribution that each journalist makes to

his community and to society is nearly in

ratio to his competency. We regard

journalism as a precise and a learned pro-

fession, and it is therefore the second part

of this code that:

6. By study and inquiry and observation, we
will constantly aim to improve ourselves, so that

our writings may be more authentic, and of

greater perspective, and more conducive to the

social good.

7. We will consider it an essential in those we

employ that they not merely be of ethical atti-

tude, but reasonably equipped to carry out their

ideals.

8. We will make care our devotion in the

preparation of statements of fact and in the

utterance of opinion.

9. We will advocate in our respective com-

munities the same thoroughness, sound prepara-

tion, and pride of craft, that we desire in our-

selves, our employes, and our associates.

10. We are accordingly the active enemies of

superficiality and pretense.

III. Justice; Mercy; Kindliness

Liberty of the press is, by constitution,

statute, and custom, greater in the United

States than anywhere else in the world.

This liberty exists for our press so that the

liberty of the whole people may thereby be
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guarded. It so happens that at times the

liberty of the press is exercised as license to

infringe upon the rights of groups and of

individuals: because custom and law have
brought about certain immunities, it hap-

pens that in haste or zeal or malice or in-

difference, persons are unjustly dealt by.

Yet the freedom of the press should at all

times be exercised as the makers of the

constitution; and the people themselves

through their tolerance, have intended it.

The reputations of men and women are

sacred in nature and not to be torn down
lightly. We therefore pronounce it ap-

propriate to include in this code that:

11. We will not make "privileged utterance"

a cloak for unjust attack, or spiteful venting, or

carelessness in investigation, in the cases of

parties or persons.

12. We will aim to protect, within reason, the

rights of individuals mentioned in public docu-

ments, regardless of the efiFect on "good stories"

or upon editorial policy.

13. We will deal by all persons alike so far as is

humanly possible, not varying from the procediu*e

of any part of this code because of the wealth,

influence, or personal situation of the persons

concerned, except as hereinafter provided.

14. It shall be one of our canons that mercy
and kindliness are legitimate considerations in

any phase of journalism; and that if the public or

social interest seems to be best conserved by
suppression, we may suppress; but the motive in

such instances must always be the public or

social interest, and not the personal or commer-
cial interest.

15. We will try so to conduct our publication,

or to direct our writing, that justice, kindliness,

and mercy will characterize our work.

IV. Moderation; Conservatism;
Proportion

Since the public takes from the journalist

so great a proportion of the evidence upon
which it forms its opinions, obviously that

evidence should be of high type. The
writer who makes his appeal to the passions

rather than to the intellect is too often

invalid as a purveyor of evidence because

his facts are out of perspective. By im-

proper emphasis, by skilful arrangement, or

by devices of typography or rhetoric, he
causes the formation in the reader's mind
of unsound opinion. This practice is quite

as improper as and frequently is more harm-
ful than actual prevarication. Through

this codewe desire to take a position against

so-called sensational practice by acceptance

of the following canons:

16. We will endeavor to avoid the injustice

that springs from hasty conclusion in editorial

or reportorial or interpretative practice.

17. We will not overplay news or editorial for

the sake of effect when such procedure may lead

to false deductions in readers' minds.

18. We will regard accuracy and completeness

as more vital than our being the first to print.

19. We will try to observe due proportion in

the display of news to the end that inconse-

quential matter may not seem to take prece-

dence in social importance over news of public

significance.

20. We will in all respects in our writing and
publishing endeavor to observe moderation and
steadiness.

21

.

Recognizing that the kaleidoscopic changes

in news tend to keep the public processes of mind
at a superficial level, we will try to maintain a

news and an editorial policy that will be less

ephemeral in its influence upon social thought.

V. Partisanship; Propaganda

We believe that the public has confidence

in the printed word of journalism in pro-

portion as it is able to believe in the com-
petency of journalists and have trust in

their motives. Lack of trust in our motives

may arise from the suspicion that we shape

our writings to suit non-social interests, or

that we open our columns to propaganda,

or both. Accordingly we adopt the follow-

ing professional canons:

22. We will resist outside control in every

phase of our practice, believing that the best

interests of society require intellectual freedom

in journalism.

23. We will rise above party and other

partisanship in writing and publishing, support-

ing parties and issues only so far as we sincerely

believe them to be in the public interest.

24. We will not permit, unless in exceptional

cases, the publishing of news and editorial mat-

ter not prepared by oiu-selves or our staffs,

believing that original matter is the best an-

swer to the peril of propaganda.

VI. PuBuc Service and Social

Policy

We dispute the maxim sometimes heard

that a newspaper should follow its con-

stituency in public morals and policy rather

than try to lead it. We do not expect to
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be so far ahead of our lime that our policies

will be inij)rartical; but we do desire to be

abreast of the best thought of the time, and

if possible to be its guide. It is not true

that a newspaper should be only as advanced

in its ethical atmosphere as it conceives

the average of its readers to be. No man
who is not in ethical advance of the average

of his community should be in the profession

of journalism. We declare therefore as

follows:

25. We will keep our writings and our publica-

tions free from unrefinement, except so far as we

may sincerely believe publication of sordid details

to be for the social good.

26. We will consider all that we write or

publish for public consiunption in the light of its

effect upon social policy, refraining from writing

or from publishing if we believe our material to

be socially detrimental.

27. We will regard our privilege of writing for

publication or publishing for public consiunption

as an enterprise that is social as well as commer-

cial in character, and therefore will at all times

have an eye against doing anything counter to

social interest.

28. We believe it an essential part of this

policy that we shall not be respecters of persons.

Vn. Advertising and Circulation

We repudiate the principle of "letting

the buyer beware." We cannot agree to

guarantee advertising, but we assume a
definite attitude toward the advertising

that we write, solicit, or print. We believe

that the same canons of truth and justice

should apply in advertising anrl circulation

as we are adopting for news and editorial

matter. We therefore agree to the follow-

ing business principles:

29. We will cooperate with those social in-

terests whose business it is to raise the ethical

standard of advertising.

SO. We will discourage and bar from our

columns advertising which in our belief in in-

tended to deceive the reader in his estimate of

what is advertised. (This clause is intended to

cover the many phases of fraud, and unfair

competition, and the advertising of articles that

seem likely to be harmful to the purchaser's

morals or health.)

81. We will not advertise our own newspaper

or its circulation boastfully, or otherwise, in

terms not in harmony with the clauses of this

code of ethics. (This is intended to cover mis-

leading statements to the public or to advertisers

as to the whole nmnber of copies printed,

number of paid-up subscribers, number of street

sales, and percentage of local circulation.)

82. We will not make our printing facilities

available for the production of advertising which

we believe to be socially harmfid or fraudulent in

its intent.

To the foregoing code we subscribe

heartily as a part of our duty to society and
of our belief that the salvation of the world

can come only through the acceptance and

practice by the people of the world of a

sound and practical ethical philosophy.

Code of Ethics for Newspapers

Proposed by W. E. Miller of the St, Mary's Star

and

Adopted by the Kansas State Editorial Association at the State Convention

of the Kansas Editorial Association, March 8, 1910

For the Publisher

In Advertising

Definition.—Advertising is news, or views,

of a business or professional enterprise

which leads directly to its profits or in-

creased business.

News of the industrial or commercial

development of an institution which in no
way has a si)ecific bearing upon the merits

of its products is not advertising.

Besides news which leads to a profit

advertising also includes communications

and reports, cards of thanks, etc., over the

space of which the Editor has no control.

Charges for the latter become more in the

nature of a penalty to restrict their publica-

tion.

Responsibility.—The authorship of an

advertisement should be so plainly stated

in the context or at the end that it could not
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avoid catching the attention of the reader

before he has left the matter.

Unsigned advertisements in the news
columns should either be preceded or fol-

lowed by the word "advertisement" or its

abbreviation.

We hold that the publisher should in no

degree be held responsible for the state-

ment of fact or opinion found in an adver-

tisement.i

Freedom of Space.—We hold the right

of the publisher to become a broker in

land, loan, rental and mercantile transac-

tions through his want and advertising

columns and condemn any movement of

those following such lines to restrict this

right of the publisher to the free sale of his

space for the purpose of bringing buyer

and seller together.

This shall not be construed to warrant

the publisher as such in handling the details,

terms, etc., of the trade, but merely in

safeguarding his freedom in selling his

space to bring the buyer and seller together,

leaving the bargaining to the principals.

Our advertising is to bring together the

buyer and the seller, and we are not con-

cerned whether it is paid for and ordered by
the producer, the consumer or a middle-

man.
Acceding to any other desires on the part

of traders is knocking the foundations out

from under the advertising business—the

freedom of space. We hold that the

freedom of space (where the payment is

not a question) should only be restricted

^ Argument.—I have no objection to practically

any method being used by the advertiser to

induce the reader to read his advertisement,

providing the reader learns before he is through

that it is an advertisement. Such methods
include using the same type for headings and
body as is used in the regular news stories, even
wording the beginning of the advertisement

around a topic upon which the mind of the public

is riveted. But because these have not been
marked as advertisements the public has often

been made to believe that the expression of

some fake in his advertisement was the expres-

sion of the editor and they have blindly bitten

because of this trust. I have a number of such
exhibits here, anyone interested may examine.

To use an advertising cross rule is not sufficiently

plain to the public; to use different kinds of type
for the heading or body butchers the color

by the moral decency of the advertising

matter.^

We hold that the freedom of space

denies us the right to sign any contract

with a firm which contains any restrictions

against the wording of the copy which we
may receive from any other firm, even to

the mentioning of the goods of the first

firm by name.
Compensation.—We condemn the sign-

ing of contracts carrying with them the

publication of any amount of free reading

matter.

We condemn the acceptance of any

exchange articles, trade checks, or cour-

tesies in payment for advertising, holding

that all advertising should be paid for in

cash.

harmony of the paper. If we would refuse to

print an indecent advertisement to protect the

morals of the reader, we should, in order to

protect the confiding trust of the reader, refuse

to print as our own (that is, without an advertise-

ment mark) that a man was great, notable,

expert, competent, when we would not say this

over oiu- personal signature. The near news

nature of an advertisement makes its offense in

this matter more serious. Politicians recognize

our weakness in this respect and will pay

hundreds of dollars to have stories printed

provided we make sure that they appear as news

stories. Neither they nor the editor would

personally sign these, yet the public holds the

editor responsible.

The only method which preserves the artistic

form and color of the paper, and gives the reader

a certain idea of the authority of that which he

reads is to mark it with the word: advertisement.

The city of San Francisco has so far recognized

the political necessity for such a course that they

have incorporated it into law, making it a

felony to sell the columns of a newspaper unless

they are plainly marked as columns sold. The

"Argument" in the footnotes is that presented by

Mr. Miller when placing this code before the

Kansas State Editorial Association.—The Editor.

^ Argument: In the case of many questionable

speculative propositions there may be objection

to this interpretation of the freedom of space.

Upon these I hold that the freedom of space

demands that we take the money, print the

advertisement, but see that the copy is so worded

that the responsibility rests entirely with the

promoter. We do not run speculative assurity

associations to protect people from their mis-

judgments.
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We condemn tlie giving of secret rebates

upon the established advertising rate as

published.

Rales.—All advertising rates should be

on a unit per thousand basis and all

advertisers are entitled to a full knowledge
of the circulation, not only of the quantity

but also of the distribution. Statements

of circulation should show the number of

bona fide subscribers, the number of

exchanges, the number of complimentaries,

and the number sold to newsdealers, and
if (>ossible tlxe locality of distribution, in a

general way.

Position.—Position contracts should be

charged a fixed percentage above the

established rate of the paper, and no con-

tracts should be signed wherein a failure

to give the position required results in a

greater reduction from the established

rate than the position premium is greater

than the established rate.

Comparisons.—We consider it beneath

the dignity of a publisher to place in his

columns statements which make invidious

comparisons between the amount of ad-

vertising carried or the circulation of his

paper and that of his competitor.

Press Agents and Unpaid Advertising.—
The specific trade name of an article of

commerce, or the name of a merchant,

manufacturer or professional man With
Reference to his wares, products, or

labors should not be mentioned in a pure

news story.*

We condemn as against moral decency

'Argument.—Because pt our failure to have
and maintain a rule of this kind we have fallen

a prey to the enterprising press agents, doctors,

lawyers, merchants, and manufacturers all over

the country. The land, mining, railroad, indus-

trial, exploitation companies through their high

salaried press agents work us for columns of mat-

ter every year under the guise of news reports.

The enterprising doctor and lawyer in your city

through courtesies bestowed upon your reporters,

make you the instriunents for building them up a

phenomenal practice and great wealth, leaving

you their honied words and social courtesies

with which to blot out the red in yoiu- bank book.

The doctor, aside from the inniunerable notices

in connection with his cases, especially if they be

of the sensational sort, secures a world of adver-

tising through your society columns by his social

eminence in the use of his title of distinction.

the publication of any advertisement

which will Obviously lead to any form

of retrogression, such as private medical

personals, indecent massage parlor ad-

vertisements, private matrimonial ad-

vertisements, phj'sician's or hospital's

advertisement for the care of private

diseases, which carry in them any descrip-

tive or suggestive matter, of the same.

In Circulation

Definition.—Circulation is the entire list

of first hand readers of a publication and
comprises the paid readers, complimentary

readers, exchange readers, and advertising

readers.

Compensation.—Subscriptions should be

solicited and received only on a basis of

cash consideration, the paper and its

payment being the only elements to the »

transaction.

Newsdealers.—The purchase of a quan-

tity of papers should be made outright,

allowing for no return of unsold copies.

Gambling.—We condemn the practice

of securing subscriptions through the sale

or gift of chances.

Complimentaries.—Complimentary copies

should not be sent to doctors, lawyers,

ministers, postal clerks, police or court

officials for news or mailing privileges.

In Estimating

Definition.—Estimating is the science of

computing costs. Its conclusion is the price.

Basis.—We do not favor the establish-

ment of a minimum rate card for advertis-

ing which would be uniform among pub-

lishers, but we do favor a more thorough

understanding of the subject of costs and

commend to our members the labors of the

American Printers Cost Commission of the

First International Cost Congress recently

held in Chicago. Let us learn our costs

and then each establish a rate card based

upon our investment and the cost of pro-

duction, having no consideration for the

comparative ability of the advertisers to

pay, or the semi-news nature of the adver-

tisement.

Quantity Discount.—We consider it un-

wise to allow discounts greater than 10

per cent from the rate of first insertion for

succeeding insertions.
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News.*

Definition.—^News is the impartial report

of the activities of mind, men and matter

which do not offend the moral sensibilities

of the more enlightened people.

Lies.—We condemn against truth:

(1) The publication of fake illustrations

of men and events of news interest, how-

ever marked their similarity, without an

accompanying statement that they are not

real pictures of the event or person but only

suggestive imitations.

(2) The publication of fake interviews

made up of the assumed views of an in-

dividual, without his consent.

(3) The publication of interviews in

* Argument in Defense of News Code: This

news code is concerned with truth, justice,

morality and decency in the presentation of news.

The good in joiu-nalism so far outweighs the bad
that it is a much shorter course to state the

negative propositions, leaving us thereby great

freedom in the things we may do. Events

relating to the political, commercial, industrial

and moral welfare of the general body of the

people should be brought to the foreground

without hard restriction, while events which
relate more to individuals should receive a

stricter application of the code. In the case of

the latter such events as suicides, divorces, rapes

should be minimized and given more obscure

positions. The rabbles read that which arouses

their interest more readily than they read that

which concerns their welfare, but the more
enlightened do not, or rather they are more
interested in that which concerns their welfare,

and if we would ever gain any dignity for the

professional side of newspaper work, we must
cater to the latter class.

We have offended by publishing all of the

scandalous details of the divorces and the fall of

men holding high places of trust—exploiting the

criminality of criminals. The offenses of our

yellow type were such during the Thaw trial

that the President, for the sake of moral decency,

overstepped his power and by the mere force of

his personality and position denied the right of

the mail to papers containing verbatim reports

of that case.

During the time of the National Peace Con-
gress in Chicago, about one of twenty dailies

gave it a big head on the first page, while the

others gave it brief or rear page notice, while at

the same time they were forging to the first

positions embezzlements, murders, social scan-

dals, divorces and war dope on the relations

between Germany and England, aiding in the

20

quotations unless the exact, approved

language of the interviewed be used.

When an interview is not an exact quota-

tion it should be obvious in the reading

that only the thought and impression of

the interviewer is being reported.

(4) The issuance of fake news dispatches

whether the same have for their purpose

the influencing of stock quotations, elec-

tions, or the sale of securities or merchan-

dise. Some of the greatest advertising in

the world has been stolen through the news

columns in the form of dispatches from

unconscious movement to draw these two great

nations into open hostilities. Let us cease to

publish in piquant detail the suicides, murders,

divorces or scandalous happenings, for imitation,

emulation and suggetion creep with fearful force

into the emotional natures of those who delight

in such reading.

Let us spend more time in searching for and

exploiting the virtues of men in their relations to

themselves, their fellow men and their Creator.

In the language of President Hopkins of

Williams college, "The enormous gain in the

ratio of crime to the population is beyond ques-

tion owing largely to the increased publication of

the details of beastial crimes. These realistic

descriptions constitute the suggestions in the

technical sense of the word which act upon the

half normal, undeveloped natures of the multi-

tudes. The theory of suggestion as an element

in criminal activity has long been adnaitted by
all students of crime and criminals."

It has been said that the publication of crimes

and misdeeds of men and women has afforded

the public a knowledge of the evils existing in

our social system, which being revolting to their

sensibilities has resulted in corrective measures.

This is the first of two strong arguments against

my theory which I will answer briefly. The
stories of crimes and misdeeds are devoured by
those anxious for maudlin sentiment with a

consequent depravity in their natures, natures

which in the first place need not a great deal to

make them like unto their mental associates.

One who has an ideal thoroughly set in his mind
to investigate evils with the purpose of devising

their remedy may witness them without moral

injury, but the indifferent witness them with the

result of arousing the latent evils in their own
natures. A physician having before him the

desire to correct the ills of health may view the

nude human form without ill suggestion; the

artist with the ideal of portraying perfection in

form may see no ill in what to the unconcerned

would be suggestive and productive of injiury;
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unscrupulous press agents. Millions have

been made on tlie rise and fall of stock

quotations caused by newspajier lies, sent

out by designing reporters.

Injustice.—We condemn as against jus-

tice:

(1) The practice of reporters making
detectives and spies of themselves in their

endeavors to investigate the guilt or inno-

cence of those under suspicion.

Reporters should not enter the domain
of law in the apprehension of criminals.

They should not become a detective or

sweating agency for the purpose of furnish-

ing excitement to the readers.

No suspect should have his hope of a

just liberty foiled through the great

prejudice which the public has formed

against him because of the press verdict

the priest in the confessional, having before his

mind the ideal of soul perfection, sees no ill in

the narration of the immoral conduct of another,

but with the pmposeless and idealless onlooker

any of these afford a most dangerous source of

depraving temptation. A sufficient number of

learned, honest and patriotic lawyers, jurists,

doctors, and ministers and editors will know all

that is necessary to know of the baser evils of

the day to formulate programs for their improve-

ment without the danger of opening this knowl-

edge to the general public. Their conclusions

and statbtical summaries will be sufficient to

crystallize public sentiment to the proper remedy
without the publication of the details.

Again it is said that those who do not fear the

Law, who do not fear God, do fear publicity,

hence our obligation to publish the salacious

details of the misdeeds of moral perverts—that

they would fear the public shame. One word
will settle this. That individual who is so

devoid of any enlightened conscience as to

respect neither religious sentiment nor the hand
of the law, most certainly does not care a rap for

the opinion of the general public, and as for

uncovering any mask under which he has been

living, any man who is very heavily steeped in

vice is known as such to his own acquaintances.

The police of this city of Wichita recently

stopped the Emmett Dalton moving picture

show from reproducing the Dalton raid at

Coffey\Tlle, and they based their action on the

ground that the pictiues are of a kind to impair

the morals of susceptible youths. Their action

was conunended by ova press, while our news
columns were picturing with equal piquancy the

details of the crimes and misdeeds of the day.

slyly couched in the news report, even

before his arrest.

We should not even by insinuation

interpret of facts our conclusions, urdess by
signature we become personally responsible

for them. Exposition, explanation, and
interpretation should be left to the field

of the expert or specialist with a full

consciousness of his personal responsibility.

(2) The publication of the rumors and
common gossips or the assumptions of a

reporter relative to a suspect pending his

arrest or the final culmination of his trial.

A staff of reporters is not a detective

agency, and the right of a suspect to a fair

Frederick Peterson in Colliers for September

1906 says, "Investigation seems to show that

the circulation of the newspaper increases the

lower it descends in the scale of immorality.

These newspapers represent in the domain of

culture and enlightenment the mob spirit, a vast

impersonal, delirious, anarchic, degenerating

force. And it is this force which, acting upon

the minds of the masses, sways them irresistibly

in its own direction, making chaos where there

should be order, familiarizing them with crime,

presenting the worst features of human life for

their emulation, and imitation, and working

insidiously by suggestion to induce in them

noxious thoughts which often lead to harmful

deeds."

In the language of Wm. Smithers, of the

American Academy of Political and Social

Science: "We are all criminals; we must say none

of us are perfect. There is a world of savagery

in us all, underneath the veneer of civilization;

that is why we should abstain from saying

vengeful things about other criminals. It calls

up the savagery within us and incites it in others.

That is why it is an evil thing for newspapers to

publish the details of crime: it ought to be

prohibited as the details of executions are pro-

hibited in certain states."

The elements of sympathy, indignation, terror

and awe in human nature are played upon by
the publishers with a craze for circidation. As

morbid reading makes circulation and circula-

tion makes advertising, the life blood of today's

newspaper comes in a great measure from

morbidity. Divided, we are compelled to do it,

or our competitor will reap the harvest. United

upon a common ideal of newspaper ethics, the

public can discriminate, and they will enable us

to thrive, and honor us for our ideals, whilst

otherwise ere long the hand of the law will

crush our abuses and with the crushing take

many of our essential liberties.
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and impartial trial is often confounded by a

reporter's practice of printing every ill-

founded rumor of which he gets wind.

Indecencies.—Classification: for the sake

of clearness and order crimes with which

we will be concerned may be divided into

^
those which offend against the Public
Trust (such as bribery, defalcation or

embezzlement by a public oflficial); those

which offend against Private Institutions

or Employers (which are also often defalca-

tions and betrayals of confidence); and
crimes which offend against Private
Morality most often centering around the

family relation.

(1) In dealing with the suspicions

against Public Officials or trustees we
urge that Only Facts put in their True
Relation and records be used in the news
reports.

No presumption or conclusion of the

reporter should be allowed to enter, even

though it has all the elements of a correct

conclusion.

Conclusions and presumptions should

be placed in interviews with the identity

of their author easily apparent.

If an editor desires to draw a conclusion

on the case let him sign it. Do not hide

behind the impersonality of the paper with

your personal opinions.

(2) In dealing with the suspicions

against agents of private institutions facts

alone put in their true relation should

again be used.

But in this class of stories suspicions and
conclusions should be confined to those of

the parties directly interested, and no
statement of one party to the affair re-

flecting upon another should be published

without at the same time publishing a
statement of the accused relative thereto.

The comment of those not directly in-

volved should not be published previous to

the arrest or pending the trial.

(3) In dealing with the offenses against

private morality we should refuse to print

any record of the matter, however true,

until the warrant has been filed or the

arrest made, and even then our report

should contain only an epitome of the

charges by the plaintiff and the answers by
the defendant, preferably secured from
their respective attorneys.

No society gossips or scandals, however
true, should ever be published concerning

such cases.

However prominent the principals, of-

fenses against private morality should

never receive first page position and their

details should be eliminated as much as

possible.

Certain crimes against private morality

which are revolting to our finer sensibilities

should be ignored entirely, however, in

the event of their having become public

with harmful exaggerations we may make
an elementary statement, couched in the

least suggestive laguage.

In no case should the reckless daring of

the suspect be lionized.

(4) Except when the suspect has es-

caped his picture should never be printed.

Fob the Editor

Views

Definition.—^Views are the impressions,

beliefs, or opinions which are published in a

paper, whether from the editorial staffs

of the same, outside contributors or secured

interviews.

A Distinction.—We hold that whenever a

publication confines the bulk of its views

to any particular line of thought, class of

views, or side of a mooted question, it

becomes to that extent a class publication,

and inasmuch ceases to be a newspaper.

An Explanation.—^You will note by our

definition of news that it is the impartial

portrayal of the decent activities of mind,

men and matter. This definition applied

to class publications would be changed by
replacing the word Impartial with the

word Partial.

In this section we will deal with Im-

partiality in the presentation of the

decent activities of the mind of the com-
munity—with the views or editorial policy

of a paper.

Responsibility.—Whereas a view or con-

clusion is the product of some mind or

minds, and whereas the value and signifi-

cance of a view is dependent upon the

known merit of its author or authors, the

reader is entitled and has the right to

know the personal identity of the author,

whether by the signature in a communica-
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lion, the statement of the reporter in an
interview or tlie caption in a special article

and the paper as such should in no wise

become an advocate.*

• Erplanalion and Argument.—In presenting

the activities of men and matter we should have

regard for truth, regard for justice, regard for de-

cency, while in the presentation of the activities

of mind we should have regard for fairness, for

impartiidity—ours is a mission of presentation

rather than one of formation. If a publication

is a newspaper this fact should be stated in a

conspicuous place; if a class publication it should

state the line of thought it pretends to portray

or defend.

There are a number of reasons for impartiality

in presenting views, and its consequent absence

of an editorial policy for News papers. Facta

must be the foundation for all opinion. In

social economics some agency must have the

exclusive duty of providing the facts in their

true relation. In the fitness of things this is the

duty of the news press.

It is not probable that facts would all be

printed in their true relation if their portrayers

possessed motives for placing them in an untrue

relation. Few men woidd lie outright, but to

sustain their own views many men will convey

an untruth by juggled arrangement of the, rela-

tion of facts.

The presence in our country of a press de-

voted to the presentation of facts in their true

relation is vitally essential to our political,

economic, social and moral welfare. Hence
when the intrusion of any notice would tend to

generally disturb the presentation of facts in

their true relation, we should repell the motive.

To sustain oiur personal views, the views of

our advertisers, those of our political and
financial friends, has often been the motive

which distiu*bed our proper presentation of facta

and views in their true relation. This motive

may be called the editorial policy. If we did

not have an editorial policy to sustain, large

advertising, financial, political, and social

interests to sustain, we woidd cease to have a

serious motive for distorting the true relation of

facts and the free relation of views.

Without gunpowder that is dry, armies cannot

win.

Without truth of fact unencumbered by the

false impression of untrue relations, social,

economic and moral enlightenment must come
to a dead standstill. Other things are needed,

it is true, such as correct principles, but a first

essential is facts, properly related. This is the

mission of the news press—to secure it, let us

cease to have editorial policies for the news press

and demand that if a publisher wishes to run

Influence (editorial).—^We should avoid
permitting large institutions or persons to

own stock m or make loans to our publish-

ing business if we have reasonable grounds
to believe that their interests would be

a partisan, or class organ, that he state the party
or class of thought he pretends to defend, in a
conspicuous place, that the reader may season

his statements of fact and opinion with the motive
which would underlie their presentation. We
haven't the slightest objection to an editor

running a partisan paper but he should make his

partisanship known.
The elimination of the editorial policy would

turn our attention to the views of our community.
In a government by the people a prime essential

is a free press. If the people have a free press

and no ideas that essential becomes worthless.

If you accustom the people to the habit of turn-

ing to the press for their ideas it soon becomes a
government by the press, and of course for those f

who control the press. i

If we permit our publishing institutions the

privilege of having editorial opinions, our ad-

vertisers who control so much of our incomes will

control our columns, and business is the least

comjjetent to create public opinion upon a public

question, for it has become so habituated to

measuring everything by its profit earning

capacity that it can seldom consider a proposition

except through the lens of its own special

interest. And too often our advertisers and
financial backers do demand this privilege,

cautiously, 'tis true, but nevertheless firmly.

Strong editors have battled against this

tendency for years but the people on the outside

cannot appreciate what a decided stand other-

wise really good and worthy men will take

against an editor who is also good and worthy,

because he does not agree with them upon public

questions and men.
We boast of a free press—^the most vigorous

censorship in the world is the censorship which
the business of the large advertisers have over

our columns.

A lawyer would be disbarred if he contracted

to sell his knowledge of law to one client and at

the same time accepted a fee from the second

party to the case. A newspaper in its analysis

is a contract of an editor to sell his knowledge of

his field to his subscribers; and his acceptance of

a fee by any one whose interests are affected by
the presentation of such knowledge is a contra-

diction of his obligation, with the result that the

client with the largest fee gets the best of his

service.

Such a practice would disbar a lawyer and
the same principle of fair play which it violates

J
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seriously affected by any other than a true

presentation of all news and a free willing-

ness to present every possible point of

view under signature or interview.

in law it violates in the case of the editor. We
should either run an advertising paper and
acknowledge that oiu* viewpoint is that of the

advertisers or we should run a newspaper and
make good our contract with our subscribers.

If we run a newspaper and receive the bulk

of our income from our advertisers our success

becomes vitally dependent upon that of the big

advertiser and we voice what suits his interests

to increase our income. Now when the interests

of the advertiser and the readers are in harmony,
no mischief is done, but when they conflict is

where the wedge begins to enter into the viola-

tion of our contracts with the reader.

Charles Russell says: "No newspaper of

standing would venture to print any matter

condemned by business, nor fail to print any
matter, though sometimes very iil-foimded, that

business required to have printed."

Realizing that winning patronage and ex-

ploiting one's convictions of conscience do not

mix with success, let us publish papers without

a partisan or editorial policy, but extending

every possible latitude and encouragement to all

classes of people to voice all decent opinions.

Let us not formulate legislation, conduct

campaigns for public men or measures or

organize movements.
Business will entertain a desire (to which it

knows the sensitive editor will respond) for a
sentiment which, were they made personally

responsible, they would not permit for a mo-
ment.

The night riders of Kentucky will do when
their identity is unknown that which their own
sense of shame would forbid were it otherwise.

Some tell us that we should stand for the

right of the masses even though it does oppose
the interests of our greatest patrons. They say
that heroes and patriots sacrificed wealth and
honor for truth and justice. This is not gener-

ally true. At best they sacrificed but the op-
portunities for wealth and honor. Power,
wealth and fame never tasted cannot be a
sacrifice.

But the metropolitan publisher of today,

with his millions invested, with his years of toil

invested, with his ,thousands borrowed upon a
business worth based on its earning capacity,

with his daily expense bill nmning into the

thousands, with financial, social and political

bankruptcy staring him in the face whenever he
contemplates a policy of justice to, or sympathy
for the unorganized masses, upon a matter which

Influence (reportorial).—No reporter

should be retained who accepts any cour-

tesies, unusual favors, opportunities for

self gain, or side employment from any
factors whose interests would be affected

goes contrary to the interests of his big business

patrons, is tempting a sacrifice of that which he

has aheady tasted, wealth, power and fame,

and though such a course would not lead to the

guillotine, it would practically lead to a repudia-

tion of his debts, which would in itself be a moral

crime, for self preservation is the first law of

nature.

If you can't drink whiskey without getting

drunk don't drink it at all. If yoiu* paper as an

impersonal institution can't express an opinion

from your free and enlightened conscience,

don't express one at all. Make it a business

institution dealing in the news and opinions of

others.

There is another and quite as powerful reason.

No man knows nor understands all things. No
staff of news editors are competent to pass upon

all questions of public interest. To enlighten

the public upon mooted questions, secure the

expressions of specialists, and make them per-

sonally responsible for the same.

We do not have the sluggard to fear, it is the

eminently respectable business and professional

men who through subtle suggestion, conscious

of the power they hold over oxur welfare, compel

us to echo the ideas which are theirs. Men of

affairs expect and get special favors, and the

corrupt politician is maintained in power

through the exchange of these favors, as business

men need favors of the legislature also.

No better evidence of the decline of the value

of our press opinions can be found than many
recent cases where city elections have been

carried against the united opinion of the press.

Press freedom like personal freedom is good, but

its permanence like that of the latter is only

secured by good moral self-control, hence the

necessity of an organized code of ethics. Our
great dailies are great impersonal machines

—

adjuncts of the business and political world.

Reenter the personality by extensive interviews

requiring all opinion of the staff to be identified

by the author. A man so far away from us as

Tolstoy, who is a keen observer of affairs, tells us

there exists in this country a so-called free press,

but it is only apparent, for the whole press is

controlled by wealthy persons admitting of no

advancement for the plainest people.

Let opinions be as free as the air we breathe.

Jefferson tells us that truth is great and will

prevail if left to herself, she is the proper and
sufficient antagonist of error, and has nothing to
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by the manner in which his reports are

made.*

Deception.—We should not allow the

presumed knowledge on the part of the

interviewed that we are newspaper men to

permit us to quote them without their ex-

plicit permission, but where such knowledge

is certain we insist upon our right to print

tlie views unless directly forbidden.

Faith with Intervietoed.—An interview or

statement should not be displayed pre-

fear from the conflict unless by Human In-

TERPosrrioN disarmed of her natural weapons

—free argimient and debate; errors ceasing

to be dangerous when it b permitted freely to

contradict them. The theory of a free press

demands the liberty to know and to utter ac-

cording to conscience, and it should be our duty

to restrict that utterance to the conscience. We
have a free will to do good or evil; if we do not do

good a power greater than ourselves will destroy

this freedom and its possessor.

My proposal that every view have the per-

sonal identity of its owner apparent and that the

paper as an institution should not pretend to

have that which no impersonal thing could have

—views, emphasis, responsibility and imparti-

ality in presenting the activities of mind.

"There is a tendency," says John J. Hamilton,

"always for existing institutions, good and bad,

to own the press and control its utterances.

New ideas, valuable as well as visionary, have

difliculty in getting a hearing; yet it is to the

interest of society that they have free vent—the

valuable ones so that they may be adopted and

vious to its publication without the per-

mission of the author.

Bounds of Publicity.—A man's name and
portrait are his private property and the

point where they cease to be private and
become public should be defined for our

association.

the visionary ones so that they may find ex-

pression and lose their explosive force.

As generations are added to the history of

newspaper making we must at times rescue our

freedom of expression from the subtle encroach-

ments of the power of wealth, of law, of finance

and of commerce. You may say that such a

practice as I would make common to the news-

papers, would make the expression, public

opinion, a synonym for chaos. Well, let us

abhor a crystallized public opinion for is not such

a condition an evidence of intellectual stupidity.

Let the news press be the battle ground, the

arena, of the ideas of the people, leaving to the

class publications the work of proclaiming or

defending any particular set of ideas.

' Note.—The larger persj>ective and experi-

ence of men of affairs would make of them a

wiser influence upon the policy of a paper were

it not that their own interests so often run

contrary to the interests of the great unorganized

masses. It is not a matter of intelligence with

the masses—we admit in general the superior

wisdom of great industrial, financial and com-

mercial giants who have come from the ground

up, but deny their proper interest and sympathy

as a potent factor in moulding the policy of a

paper.

Declaration of Principles and Code of Practice

Adopted by the Missouri Press Association at Columbia, Missouri, May 27, 1921

Preamble

In America, where the stability of the

government rests upon the approval of

the people, it is essential that newspapers,

the medium through which the people

draw their information, be developed to a

high point of eflBciency, stability, imparti-

ality and integrity. The future of the

republic dep)ends on the maintenance of a

high standard among Journalists. Such a

standard cannot be maintained unless

the motives and conduct of the members
of our profession are such as merit ap-

proval and confidence.

The profession of Journalism b entitled

to stand side by side with the other learned

professions and is, far more than any other,

interwoven with the lines of public service.

The Journalist can not consider this pro-

fession rightly unless he recognizes his

obligation to the public. A newspaper

does not belong solely to its owner and is

not fulfilling its highest functions if de-

voted selfishly. Therefore the Missouri

Press Association presents the following

principles as a general guide, not as a set

form of ndes, for the practice of Jour-

nalism.

f
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Editobial

We declare as a fundamental principle

that Truth is the basis of all correct Jour-

nalism. To go beyond the truth, either in

headline or text, is subversive of good

Journalism. To suppress the truth, when
it properly belongs to the public, is a

betrayal of public faith.

Editorial comment should always be

fair and just and not controlled by business

or political expediency. Nothing should

be printed editorially which the writer will

not readily acknowledge as his own in

public.

Control of news or comment for business

considerations is not worthy of a news-

paper. The news should be covered,

written and interpreted wholly and at all

times in the interest of the public. Ad-
vertisers have no claim on newspaper

favor except in their capacity as readers

and as members of the community.
No person who controls the policy of a

newspaper should at the same time hold

office or have affiliations, the duties of

which conflict with the public service

that his newspaper should render.

Advebtising

It is not good ethics nor good business

to accept advertisements that are dishonest,

deceptive or misleading. Concerns or

individuals who want to use your columns

to sell questionable stocks or anything

else which promises great returns for

small investment should always be in-

vestigated. Our readers should be pro-

tected from advertising sharks. Rates
should be fixed at a figure which will yield

a profit and never cut. The reader

deserves a square deal and the advertiser

the same kind of treatment.

Advertising disguised as news or edi-

torial should not be accepted. Political

advertising especially should show at a
glance that it is advertising. It is just as

bad to be bribed by the promise of political

patronage as to be bribed by political cash.

To tear down a competitor in order to

build up one's self is not good business, nor
is it ethical. Newspaper controversies

should never enter newspaper columns.

Good business demands the same treatment

to a competitor that one would like for a
competitor to give to one's self. Create
new business rather than try to take away
that of another.

Advertising §hould never be demanded
from a customer simply because he has

given it to another paper. Merit, product
and service should be the standard.

Subscription

The claiming of more subscribers than
are actually on the paid list in order to

secure larger advertising prices is obtaining

money under false pretenses. The ad-

vertiser is entitled to know just what he is

getting for his money, just what the news-
paper is selling to him. Subscription lists

made up at nominal prices or secured by
means of premiums or contests are to be
strictly avoided.

OUR CODE:
In every line of journalistic endeavor we

recognize and proclaim our obligation to the

public, our duty to regard always the truth,

to deal justly and walk humbly before the

gospel of unselfish service.

Creed of the Industrial Press

Adopted by the Federation of Trade Press Associations in 1913

1. We believe the basic principle on
which every trade paper should build is

Service—service to readers and service

to advertisers, in a way to promote the

welfare of the general public.

2. We believe in Truth as applied to

editorial, news, and advertising columns.

3. We believe in the utmost frankness

regarding circulation.

4. We believe the highest efficiency of

the business press of America can be

secured through Circulations of Quality
rather than of Quantity—the character,

and not mere numbers, should be the cri-
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terion by which the value of a publication

should be judged.

5. We believe in coSperation with all

those movements in the advertising,

printing, publishing, and merchandising

fields which make for business and social

betterment.

6. We believe that the best interests of

the manufacturers, the business press, and

consumers can be advanced through a

greater interchange of facts regarding

merchandise and merchandising, and to

this end invite cooperation by manufac-

turers and consumers.

7. We believe that the logical medium
to carry the message of the manufacturer

directly to the distributor and the user is

the business press.

8. We believe that while many advertis-

ing campaigns may profitably employ
newspapers, magazines, outdoor displays,

etc., no well-rounded campaign seeking to

interest the consumer or user is complete
without the business press.

9. We believe in cooperation with all

interests which are engaged in creative

advertising work.

10. We believe that business papers can
best serve their trades, industries, or

professions by being leaders of thought; by
keeping their editorial columns independent
of the counting-room, unbiased and una-
fraid; by keeping their news columns free

from paid reading notices and puffery of all

kinds; by refusing to print any advertise-

ment which is misleading or which does not
measure up to the highest standards of

business integrity.

Standards of Practice for Business Papers

Adopted by American Business Papers, Incorporated, in 1916

The publisher of a business paper should

dedicate his best efiforts to the cause of

business and social service, and to this end

should pledge himself:

First: To consider first the interests of the

subscriber.

Second: To subscribe to and work for

truth and honesty in all departments.

Third: To eliminate, so far as possible, his

personal opinions from his news columns,

but to be a leader of thought in his editorial

columns and to make his criticisms con-

structive.

Fourth: To refuse to publish puffs, free

reading notices, or paid write-ups; to keep

his reading columns indef)endent of ad-

vertising considerations, and to measure

all news by this standard: "Is it real

news?"

Fifth: To decline any advertisement
which has a tendency to mislead or which
does not confirm to business integrity.

Sixth: To solicit subscriptions and ad-

vertising solely on the merits of the publica-

tion.

Seventh: To supply advertisers with full

information regarding character and ex-

tent of circulation, including detailed cir-

culation statements, subject to proper and
authentic verification.

Eighth: To cooperate with all organiza-

tions and individuals engaged in creative

advertising work.

Ninth: To avoid unfair competition.

Tenth: To determine what is the highest

and largest function of the field which he
serves, and then to strive in every legiti-

mate way to promote that function.

Standards of Editorial Practice

Adopted by the Editorial Conference of the New York Business Publishers Association, June 17, 1921

The editor of a business paper should public service, and to this end should

dedicate his best efforts to the advance- pledge himself:

ment of the industry which his paper

represents in all ways consistent with the 1. To consider first the interests of the

public welfare, as well as to measures of subscriber.

1
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2. To work for truth and honesty in all

departments of his paper.

3. To publish in an impartial way, free

from personal opinion, the news of the

industry in which the paper circulates.

4. To disregard advertising considera-

tions in the editorial conduct of his paper.

5. To be a leader of thought in his

editorial columns and to make his criticisms

constructive, with the object of bringing his

industry to higher levels of thought and
practice and to a greater measure of public

service.

6. To support in his columns such
worthy measures of public interest as their

importance justifies and the space available

permits.

7. To give proper credit for articles

taken from other publications, and to avoid

unfair practices in competition with them.

Standards of Practice of the British Association of Trade and

Technical Journals^

Every trade or technical journal should

be a live newspaper, vigorously promoting

the business interests of its readers and
its advertisers.

Every business paper must justify its

existence by the quality of its news and
technical service.

Frankness and independence should

dominate our editorial pages; all articles,

or reviews or contributions which are not

strictly justified by their interest and value

to readers, and all paid and conditional

notices, should be rigidly excluded.

All circulation statements should be

honest, and quality of circulation and
editorial character should be the leading

criteria of value.

Honesty should dominate our advertis-

ing pages; in justice to readers and fair

trading advertisers, all announcements of if

doubtful or misleading character should be

excluded.

Advertising space should be bought and
sold on precisely the same basis as other

commodities, i.e. on value for money.
Cooperation is desirable with all interests

which are concerned with the extension of

business publicity, and with improving its

power and efficiency.

By pledging ourselves to these principles

we are adopting a standard which is good,

which is dignified, which is lasting. We
are giving to our public the best pos-

sible assurance of honest and effective

^ Reprinted from Printers' Ink, May 30, 1918. service.

The Code of Ethics for Accountants

Adopted by the American Institute of Accountants in 1916

1. A firm or partnership, all the in-

dividual members of which are members
of the Institute (or in part members and in

part associates, provided all the members
of the firm are either members or associ-

ates), may describe itself as "Members
of the American Institute of Accountants,"

but a firm or partnership, all the individual

members of which are not members of the

Institute (or in part members and in part

associates), or an individual practising

under a style denoting a partnership when
in fact there be no partner or partners, or a

corporation or an individual or individuals

practising under a style denoting a cor-

porate organization, shall not use the

designation, "Members (or Associates) of

the American Institute of Accountants."

2. The preparation and certification of

exhibits, statements, schedules or other

forms of accountancy work, containing an
essential misstatement of fact or omission

therefrom of such a fact as would amount to

an essential misstatement, or a failure to

put prospective investors on notice in

respect of an essential or material fact not
specifically shown in the balance-sheet

itself, shall be ipso facto cause for expulsion
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or for such other discipline as the Council

may impose upon proper presentation of

proof that such misstatement was either

wilful or the result of such gross negligence

as to be inexcusable.

8. No meml>er shall allow any person to

practise in his name as a public accountant

who is not meml)er of the Institute or in

partnership with him or in his employ on a

salary.

4. No member shall directly or indi-

rectly allow or agree to allow a commission,

brokerage or other participation by the

laity in the fees or profits of his professional

work; nor shall he accept directly or indi-

rectly from the laity any commission,

brokerage or other participation for pro-

fessional or commercial business turned

over to others as an incident of his service

to clients.

5. No member shall engage in any busi-

ness or occupation conjointly with that of a
public accountant, which in the opinion of

the Executive Committee or of the Council

is incompatible or inconsistent therewith.

6. No member shall certify to any ac-

counts, exhibits, statements, schedules or

other forms of accountancy work which
have not been verified entirely under the

supjervision of himself, a member of his

firm, one of his staff, a member of this

institute or a member of a similar associa-

tion of good standing in foreign coimtries

which has been approved by the Council.

7. No meml)er shall take part in any ef-

fort to secure the enactment or amendment
of any state or federal law or of any regu-

lation of any governmental or civic body,

affecting the practice of the profession,

without giving immediate notice thereof to

the Secretary of the Institute, who in turn

shall at once advise the Executive Com-
mittee or the Council.

8. No member shall directly or indi-

rectly solicit the clients or encroach upon
the business of another member, but it is

the right of any member to give proper

service and advice to tliose asking such

service or advice.

9. For a period not exceeding two years

after notice by the Committee on Ethical

Publicity no member or associate shall be

permitted to distribute circulars or other

instruments of publicity without the con-

sent and approval of said committee.

10. No member shall directly or indi-

rectly offer employment to an employe of a

fellow member without first informing said

fellow member of his intent. This rule

shall not be construed so as to inhibit

negotiations with anyone who of his own
initiative or in response to public advertise-

ment shall apply to a member for employ-
ment.

11. No member shall render professional

service, the anticipated fee for which shall

be contingent upon his fiindings and results

thereof.

Canons of Commercial Ethics

Adopted by the National Association of Credit Men

Canon No. 1.—It is improper for a
business man to participate with a lawyer
in the doing of an act that would be im-

proper and unprofessional for the lawyer
to do.

Canon No. 2.—It undermines the in-

tegrity of business for business men to

support lawyers who indulge in unpro-
fessional practices. The lawyer who will

do wrong things for ONE business man
injures ALL business men. He not only

injures his profession, but he is a menace
to the business community.
Canon . No. S.—To punish and expose

the guilty is one thing; to help the unfor-

tunate but innocent debtor to rise is

another; but both duties are equally im-

portant, for both duties make for a higher

moral standard of action on the part of

business men.
Canon No. i.—^In times of trouble, the

imfortimate business man has the right

to appeal to his fellow business men for

advice and assistance. Selfish interests

must be subordinated in such a case, and
all must coSperate to help. If the debtor's

assets are to be administered, all creditors

mu«t join ia cooperating. To fail in such
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a case is to fall below the best standards

of commercial and association ethics.

Canon No. 5.—The pledged word upon
which another relies is sacred among busi-

ness gentlemen. The order for a bill of

goods upon which the seller relies is the

pledged word of a business man. No
gentleman in business, without a reason

that should be satisfactory to the seller,

may cancel an order. He would not ask

to be relieved of his obligation upon a

note or check, and his contracts of pur-

chase and sale should be equally binding.

The technical defense that he has not

bound himself in writing may avail him in

the courts of law, but not of business ethics.

Canon No. 6.—Terms of sale as a part

of a contract touching both net and dis-

count maturity, are for buyer and seller

alike binding and mutual, unless modi-

fied by previous or concurrent mutual
agreement.

No business gentleman may, in the per-

formance of his contracts, seek small or

petty advantage, or throw the burden of

a mistake in judgment upon another, but

must keep his word as good as his bond,

and when entering into a contract of sale

faithfully observe the terms, and thus

redeem the assumed promise.

Canon No. 7.—It is always improper

for one occupying a fiduciary position to

make a secret personal profit therefrom.

A member of a creditors' committee, for

example, may not, without freely disclos-

ing the fact, receive any compensation for

his services, for such practices lead to

secret preferences and tend to destroy the

confidence of business men in each other.

"No man can serve two masters."

Canon No. 8.—The stability of com-

merce and credits rests upon honorable

methods and practices of business men in

their relations with one another, and it is

improper for one creditor to obtain or

seek to obtain a preference over other

creditors of equal standing from the estate

of an insolvent debtor, for in so doing he

takes, or endeavors to take, more than his

just proportion of the estate and therefore

what properly belongs to others.

Canon No. 9.—Cooperation is unity of

action, though not necessarily unity of

thought. When the administration of an

insolvent estate is undertaken by the

creditors through friendly instrumentali-

ties, or when, after critical investigation,

creditors representing a large majority of

the indebtedness advise the acceptance of

a composition as representing a fair and
just distribution of a debtor's assets, it

is uncooperative and commercially un-

ethical for a creditor to refuse the friendly

instrument or the composition arbitrarily

and force thereby a form of administra-

tion that will be prejudicial and expensive

to the interests of everyone concerned.

Canon No. 10.—Our credit system is

founded on principles, the underlying

elements of which are cooperation and
reciprocity in interchange. When ledger

and credit information is sought and given

in a spirit inspiring mutual confidence, a

potent factor for safety in credit granting

has been set at work.

The interchange of ledger and credit

information cannot fulfill its best and
most important purposes unless guarded

with equal sense of fairness and honesty

by both the credit department that asks

for the information and the credit depart-

ment that furnishes it.

Eecognizing that the conferring of a

benefit creates an obligation, reciprocity

in the interchange of credit information

is an indispensable foundation principle;

and a credit department seeking informa-

tion should reciprocate with a statement

of its own experience in the expectation

of getting the information sought; and a

credit department of which information

is sought should respond fairly and accu-

rately because the fundamentals of credit

interchange have been observed in the

manner the request was made of it.

Failure to observe and defend this prin-

ciple would tend to defeat the binding

together of credit grantors for skilful

work—a vital principle of the credit sys-

tem—and make the offending department

guilty of an unfair and unethical act.

Canon No. 11.—The foundation piin-

ciple of our credit structure—cooperation

—should dominate and control whenever

the financial affairs of a debtor become
insolvent or involved, that equality thereby

may be assured to the creditors themselves

and justice, to the debtor.
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The control of any lesser principle pro-

duces waste, diffusion of effort and a

sacrifice of interests, material and moral,

with a separation of creditor and debtor

that is offensive to the best laws of credit

procedure.

Cooperation and unity save, construct

and prevent; therefore, individual action

pursued regardless of other interests in such

situations, whether secretly or openly ex-

pressed by either creditor or debtor, is

unwise and unethical.

Canon No. 12.—The healthy expansion

of commerce and credits, with due regard

to the preservation of their stability and
healthfulness, demands an exact honesty

in all of the methods and practices upon

which they are founded. Advertising is

an important feature in business build-

ing; it should represent and never mis-

represent; it should win reliance and

never cover deceit; it should be the true

expression of the commodity or the service

offered. It must be deemed, therefore,

highly improper and unetliical for adver-

tisements to be so phrased or expressed

as not to present real facts, and either

directly or by implication to mislead or

deceive. In this department the finest

sense of honesty and fairness must be

preserved, and the right relations of men
with one another in commerce and credits

clearly preserved.
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Capes, William Parr. The Modern City

and Its Government. Pp. xv, 250. Price,

$5.00. New York: Button, 1922.

The author of this book is the Secretary

of the New York State Conference of

Mayors and Other City Officials. He has
brought to its writings the fruits of long

experience with municipal problems and
close contact with city officials, both in his

own state and elsewhere. The Modem
City and Its Government is perhaps the best

practical discussion of municipal organiza-

tion which has appeared in more than a
decade.

Three chapters, or about one-third of the

book, are taken up with a discussion of the

prevailing types of American city govern-

ment—the federal, the commission and
the commission-manager forms. The last

two supply the most comprehensive ap-

praisal of the results of the newer forms of

city government which is available in com-
pact form. It is the author's opinion that

the newer types of organization have made
three valuable contributions to the move-
ment for good city government: the

establishment of the short ballot principle,

election at large for city councils, and
simplification of governmental machinery.
While these contributions were made by the

commission and commission-manager cities

they are capable of application in the tra-

ditional federal type of organization.

The author is also strongly of the opinion

that citizen interest and efficient personnel

are essential to good government and that

these are attainable without recourse to

radical changes in organization. These
views are no longer original, but Mr. Capes
sees signs of a strong revival of citizen in-

terest and a tendency of officials to substi-

tute ideals of service for "spoils" as

motives in the public service. Citizen in-

terest is making itself effective in the grow-
ing number of privately-supported bureaus
of municipal research, municipal reference

libraries, taxpayers' associations, and sim-

ilar citizen bodies. That public officials

are beginning to take their duties seriously

is evidenced by the number of active organ-
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izations seriously engaged in a scientific

study of municipal problems. Three na-

tional organizations with these purposes

now exist and leagues of municipalities are

at present organized in twenty-five states.

The work of such leagues in supplying city

officials with the data needed to guide them
in their work and to judge of the effective-

ness of new and proposed methods is of

primary importance, promising, as it does,

to put an end to "hit or miss" methods in

the administration of city problems.

The volume closes with three chapters

dealing with school and financial adminis-

tration. Fifteen charts illustrating typical

forms of municipal organization and a clas-

sified bibliography of seven pages add con-

siderably to its value.

Lane W. Lancaster.

ViNOGRADOFF, SiR Paul. Oidlines of His-

torical Jurisprudence. Volume One; In-

troduction, Tribal Law. Pp. ix, 428.

Oxford University Press, 1920.

The study of law is often regarded as a

highly specialized study, only remotely re-

lated to other intellectual pursuits, and

therefore best pursued in cloistered Inns of

Court, unconnected with the university

atmosphere of an Oxford or Cambridge so

unconcerned with the legal thought of the

Roman world. Or, to give American color

to our representation of the study of law, it

is often assumed to be the mastery of an

honorable trade which finds its tools in the

precedents of judicial decisions, admirable

in their time, but not in harmony with the

actual life of today. No better corrective

of this view, if it really obtains in any law

school, could be found than the initial vol-

ume of Professor Vinogradoff's Outlines of

Historical Jurisprudence.

Nearly half the volume is given to an

introduction which treats of the relation of

jurisprudence to other sciences. Logic

is naturally first considered, and it is shown
that an excess of abstract dialectics may
easily pervert legal rules, an error into

which French and continental jurists run

more frequently than the more practica-
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English lawyers. Tlie current findings of

psychology cannot but influence law and
this is no less true when the field is extended

to society. Social psychology blends into

sociology. The same is true of political

science and political economy, particularly

of tlie former. The science of law cannot
be isolated from these social sciences, for

it is itself a social science and subject to

every movement of opinion and to every

change in social conditions.

That jurisprudence is not static but sub-

ject to periodic changes is shown by the

professor's successive chapters upon the

rationalists, like Bentham, the nationalists,

like Savigny, and the evolutionists, like von
Ihering. Each school was the embodiment
of the dominant spirit of the period, and
each made contribution to a progressive

jurisprudence.

After evaluating the legalistic tendencies

of the present age the author delves into

the remote past for the roots of historical

jurisprudence. This he does by the aid of

anthropological inquiries collected from all

parts of the world. His scheme for the

series involves the systematic treatment of

the following subjects : 1 . Origin in totem-

istic society, 2. Tribal law, 3. Civic law, 4.

Medieval law in its combination as canon

and feudal law, 5. Individualistic jurispru-

dence, and 6. Beginnings of socialistic juris-

prudence. The sub-title of the present

volume is " Tribal Law " though several

chapters belong to the first division of his

scheme.

It is strange enough to begin historical

jurisprudence with the selection of mates
in a period long antedating history. Yet
the patria 'poiestas of the Roman law is a

development from still earlier custom and
is the better understood when seen as a
stage in the progress of civilization. Out
of the patriarchal household grew the joint

family, with its expansion into the clan and
the tribe. The tribe was a confederation

of related clans. Between these clans

there was arbitration, just as now inter-

national law is a body of rules created by
agreement. Criminal and civil procedure

began to develop at a time when the ele-

ment of public compulsion was absent.

As in international law today so in tribal

law there were incomplete sanctions. Self-

help was recognized but regulated. WTien
private execution failed the public sanction

or outlawry was resorted to. Closely con-

nected with the patriarchal household and
the joint family were succession and inher-

itance. Of chattels in pre-Christian time

the dead man's share was buried or burned
with the body, but later the Church was
intrusted with this share to spend for the

good of his soul. The remaining chattels

were capable of equitable division, but a

farm was regarded as an organic entity to

which personal sharing was not appropri-

ate. Indeed land tenure had its origin in

tribal ownership rather than in strictly per-

sonal ownership. This tribal ownership

developed into communal, out of which

grew the open-field system, once universal

in Europe, just as this in time was displaced

by a more scientific agriculture and more
individualistic legal theory. The Roman
civil law, German private law, and the

English common law all find the key to

their understanding in the tribal law so

different from the ideal creations of Ben-
tham and Austin.

This work of a cosmopolitan scholar

marks a distinct stage of progress from the

pioneer work of Professor Main, Ancient

Law, but it lacks the charm of that classic.

C. H. Maxson.

Finer, Herman. Foreign Governments at

Work. Pp. 84. Oxford University

Press, 1921.

This brief booklet of eighty-four pages

aims to give for study classes a summary of

the outstanding features of the government
of France, Germany and the United States.

The author holds that institutions are alike

the world over, mainly through imitation.

The Declaration of Independence and the

movement for political rights which fol-

lowed, swept the world; everywhere parlia-

ments were formed. So also the great

drive for economic democracy has already

spread over wide sections in Whitley Coun-
cils, Works' Councils -and Soviets. With
these two standards of political and eco-

nomic democracy in mind, the author ex-

amines briefly the government of each of

the countries named. Although it seems

well nigh impossible to do so in eighty
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pages, lie gives us a fairly intelligible and
useful impression of both the mechanics

and the spirit of each government. His

tone is impartial, his judgment fair and his

style interesting. The booklet is bV far

the best and most useful survey of the sub-

ject thus far offered in such brief compass.

Haskins and Lord. Some Problems of the

Peace Conference. Pp. 307. Price,

$3.00. Harvard University Press, 1920.

Of all the books relating to the Paris

Conference, the volume published by Pro-

fessors Haskins and Lord gives the clearest

insight into the problems confronting the

Conference and the difficulties encountered

in their solution. Whether dealing with

Alsace-Lorraine, the Rhine and the Saar,

Poland, Austria, or Hungary, there is

evident in every chapter the broad grasp of

the thorough historical student, as well as

a keen insight into the larger political ele-

ments of the situation. No other book
gives so clear a view of the difficulties con-

fronting the American Delegation to the

Peace Conference in endeavoring to secure

an equitable settlement.

Jones, Chester Lloyd. Mexico and Its

Reconstruction. Pp. x, 319. Price,

$3.50. New York: D. Appleton & Co.,

1921.

The past few years have witnessed a

flood of books on Mexico. Of those in

English, the discerning reader might count

upon the fingers of one hand all that he

thought worth while. If he did so, he

could hardly omit the present volume.

Yet it owes its inception and its subject

matter to sources that are often charged

with insidious propaganda against the well-

being of our southern neighbors.

Some four years ago a prominent oil pro-

ducer financed a project for a careful study

of the "Mexican problem." A foundation

thus supported would naturally be termed
capitalistic in its leanings, and its work was
also hampered by the not unnatural ill-

favor shown by the Mexican executives of

that day. Yet the men and women who
worked under its auspices succeeded in

bringing together a mass of valuable mate-
rial as a result of their researches in libra-

ries and government repositories, from per-

sonal interviews, and by means of brief

visits to Mexico itself. Some of this would

serve as an excellent antidote to better-

known partisan investigations, but, unfor-

tunately, much of it has not yet been

utilized. The few volumes that have ap-

peared, like the present, show that the

promise of the sponsor to give the indi-

vidual writers perfect freedom to express

the truth as they see it has been carried out.

It is well to note this fact because in other

instances ill considered charges to the con-

trary have too readily been made.

The content of the present volume is

predominantly economic. It is essentially

"practical," closely resembling the author's

companion book dealing with Carribean

lands. Its table of contents shows that he

has made excellent use of the resources of

the foundation. None of the chapters are

general in character, but the first two serve

to introduce the others. Three are de-

voted to the government of the country

and as many to its finances. The Mexican

laborer is given four, in all of which his

economic status is emphasized, and an equal

number treat of commerce, transportation

and industry. Of those remaining, one

deals with colonization, two with the for-

eigners, one with border problems, past and

present (but not those involving to any
extent the deeper human elements), and one

with the general relations between Mexico

and the United States.

The author tells a straightforward story

and he is not unduly didactic or distress-

ingly pessimistic. He has no sovereign

remedy for Mexico's ills, but he makes

clear what many of them are. He presents

few conclusions and those largely by indi-

rection. His data will not permit much
else. His footnotes and bibliography show

a definite purpose to master the details of

his subject, and he packs these details into

his chapters in surprising abundance. His

book will prove a valuable storehouse of

information for the phases that he em-
phasizes, and, within the economic limits

that he has set for himself, a welcome

guide. A good index and a small map
showing the political divisions and produc-

tiveness of Mexico add to its usefulness.

Isaac J. Cox.
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WESTERnELD, R. B. Banking Principles

and Practice. Pp. xxxii, 1870. In five

volumes, not sold separately. Price,

$12.00. New York: The Ronald Press

Co., 1921.

Most books on banking may be divided

into two classes, tlie first consisting of those

which present the theoretical principles of

money and banking and the history of

banking and currency in the United States

prior to tlie passage of the Federal Reserve

Act. Chapters on the chief foreign bank-

ing sj-stems are often included because of

their bearing on the question of banking

reform in the United States. To the busi-

ness man books of this tyiie have seemed to

overemphasize the theoretical and histor-

ical aspects of the subject; they have
failed to answer for him many practical

questions concerning his own relations

with the financial organization. The sec-

ond tj'pe has gone to the opposite extreme,

and by placing chief emphasis on the prac-

tical details of bank operations and account-

ing, has almost entirely ignored the provi-

sion of a background. Books of this type
fail to show that our modem banking sys-

tem is the product of evolution, and that

it |>erforms valuable economic services.

These five volumes by Professor Wester-

field embody an attempt to combine the

theoretical with the practical approach in

"a comprehensive description of the bank-
ing system of the United States," a task

impossible to accomplish within the limits

of a single volume.

The author aims "to present so much of

the historical and genetical background of

institutions and practices as will give them
a true setting and explain their fundamental
nature," and to achieve "an intimate corre-

lation of banking theory and banking prac-

tice, giving in the first volume the under-

lying theory of money, credit, and banking
as a prerequisite to an effective presentation

in the remaining volumes of the organiza-

tion and practice of the sj-^tem as a whole,

and of the individual member of that sys-

tem, and indicating at every opportunity

in the treatment of the internal and exter-

nal operations of a bank the theory under-

lying the practice." These aims are suc-

cessfully realized on the whole, though it

should be said that many more chapters

are devoted to description than to analyt-

ical discussion of the economic issues in-

volved in the evolution and present tend-

encies of our banking system.

The presentation of the theoretical prin-

ciples of money and banking conforms
closely to the traditional treatment, with

due recognition, however, of recent crit-

icism of some of the tenets of the older

writers on this subject. Tliere are many
controverted issues, for instance, the value

of government guaranty of bank deposits,

upon which the author expresses no definite

opinion, contenting himself with a state-

ment of the question and the chief argu-

ments pro and con. At the present time of

exp>eriment and change in financial organi-

zation, dogmatic assertions are admittedly

unjustified and dangerous, but the WTiter

feels that Professor Westerfield has let slip

opportunities to educate public opinion

by his failure to make definite recommen-
dations in regard to many unsettled prob-

lems. For example, the vital question of

the discount policy of the Federal Reserve

Board is treated so briefly that the reader

is not impressed with its direct bearing

upon the material well-being of the coun-

try.

The second volume is chiefly concerned

with the Federal Reserve System, and the

remedies it applies to the defects of our old

banking structure. The third and fourth

volumes describe minutely the internal

organization of a bank, and the routine

work of the various departments. In the

fifth volume there is a complete account of

the "foreign division" of a bank and a con-

centrated treatment of the elements of for-

eign exchange. In view of our newly

awakened national interest in foreign trade

and the general ignorance of business men
regarding the methods of financing imports

and exports, this timely volume fills a real

need.

The value of this work to the economist

does not lie in any original contributions to

the body of accepted theory, or in any new
analysis of current problems, but in the im-

mense store of information here gathered

together and systematically arranged,

which will be as useful to him as to the busi-

ness man, to whom the appeal of the book

I
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is primarily directed. For the latter this

is both a reference work and a treatise on
banking, with enough sound theory to pro-

vide that background usually lacking in

"practical" books.

It should be noted, in conclusion, that

many illuminating charts and graphs are

scattered through the volumes, and that

much valuable statistical material is incor-

porated in the text. Reference to any
particular topic is made easy by a table of

contents and index for each volume in addi-

tion to the general index.

Morgan B. Gushing,

Nicholson, J. Shield. The Revival of

Marxism. Pp. 145. Price, $2.25. New
York: E. P. Dutton and Company, 1921.

Revival of socialistic discussion during

and since the War has very naturally and
properly brought with it a considerable

amount of literature on the subject. Two
of the most interesting and valuable have
been Loria's Karl Marx and Nicholson's

The Revival of Marxism.
Professor Nicholson, after an introduc-

tory chapter entitled "Causes of the Re-
vival " utilizes the recent bitter controversy

between Nikolai Lenin and Karl Kantsky
as a starting point, contrasting the views of

these two disciples of Marx. The conserv-

atism of the author inclines him, of course,

to the views of Kantsky,

This does not mean, however, any sym-
pathy with socialistic theories, for the bulk
of the volume is devoted to a criticism of

one after another of the leading Marxian
theories—the nature of the proletariat, the

State, the two phases of communism, the-

ories of value, profits, wages, etc. The
attack on the various theories is well stated,

clear and effective. To those familiar with
the subject there are no new ideas pre-

sented, but this was of course not intended.

A conveniently arranged and concisely

stated summary of the weaknesses of social-

ist theory is a valuable addition to the

literature of the subject.

One could wish, however, that the sub-

ject had been approached a little differ-

ently. It is very doubtful if there is any-
thing to be feared from any general accep-

tance of the orthodox Marxian views. If

21

socialism today is a movement of any sig-

nificance, it is not because of an unqualified

belief in Marx. The leaders of the move-
ment have qualified his doctrine in many
ways, and, what is more important, their

effectiveness lies largely in their denuncia-

tion of capitalistic weaknesses and in their

picture of abetter organizationfor thefuture.

What is greatly needed is a volume that

will effectively picture, first, the fact that

so-called capitalism is itself a rapidly

changing form of organization, and second,

show us what promises, if any, the conserv-

atives can give us of a considerable and
rapid improvement in our economic wel-

fare. It is the failure of capitalism to pic-

ture and enthusiastically work for a better

order that gives strength to many of the

attacks against it.

Ernest M. Patterson.

Friedman, Elisha M. International

Finance and Its Reorganization. Pp. xli,

703. Price, $7.00. New York: E. P.

Dutton and Company, 1922.

This is the fifth of a valuable series of

volumes by the same editor. One of their

merits is that the selections used are not

presented in a disjointed manner, but are

well woven together and thus made much
more valuable for private reading and for

class use by teachers.

The ground covered is a wide and com-
plex one, but is divided into two main parts

:

(A) The Effects of the War and (B) Factors

in the Financial Reorganization. A little

arbitrariness in arrangement can well be

ignored vmder the circumstances. The
editor's decision not to include the experi-

ences of too many countries, but to limit

himself to the best known and (to us) most
important—England, France and Germany
—is to be commended.
Two other features are to be noted. One

is the discussion in the second section,

which is on "reorganization," of a series of

topics that combine well both current in-

terest and long-run value. This is partic-

ularly diflScult in a volume that is of imme-
diate importance, for many topics of great

interest today will of course be forgotten

in a few years. Capital levies, national

bankruptcies, cancellation of debts, the
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German indemnity, the recommendations
of the Brussels Financial Conference, inter-

national loans and the relative importance

of New York and London as financial cen-

ters are matters of continuing interest.

On the otlier hand, tlie brief space given to

the foreign exchanges is to be commended
because of the fact that they are merely

barometers of trade.

The second feature to be emphasized is

the generous inclusion of historical and the-

oretical material. This decision also adds

both to the present and to the future value

of the volume. Many current books are

greatly lacking in i)erspective, and are very

soon of little value, Tliis danger has been

greatly modified in this instance by the

choice of material.

Ernest M. Pattebson.

Robinson, Louis N. Penology in the

United States. Pp. ix, 344. Price, $3.00.

Philadelphia: The John C. Winston
Company, 1921.

With the exception of the revision of

Wines' Punishment and Reformation, there

has been no comprehensive study of our

penal institutions, so far as I recall, since

the original edition of which appeared near

nearly thirty years ago. This fact alone

would make the present volume worthy of

note. Moreover, it is wTitten by a man
who has long been a student of crime and
who has had practical experience as Chief

Probation OflScer in Philadelphia for some
three years; who has served on a prison

commission, and who has already written

a book on The History and Organization of

Criminal Statistics in the United States.

It is a pleasure to discover that the au-

thor has shown along with accurate knowl-

edge of past conditions and earlier litera-

ture on his subject, a wide breadth of

information as to existing institutions and
methods and has been able to combine
these in an interesting and stimulating sur-

vey. He appreciates the difficulties under
which prison oflBcials labor and yet is able

to criticize. His fairness of view will com-
mend him to all readers.

Beginning with a sketch of the theory of

punishment, he passes to the local jail and
lock-up and on to the various ty|)es of

state institutions both for children and
adults. He then considers prison labor,

tlie compensation of prisoners, probation

and parole, the problems of management
and supervision and closes the book with a

carefully selected bibliography.

It is impossible here to digest the entire

volume but we may indicate the next steps

favored by Dr. Robinson.

1. The socializing of our criminal courts,

that is, making them, as are our juvenile courts,

interested not alone in determining guilt or inno-

cence but in learning what to do with the of-

fender. . . .

2. The further development of probation or

some system of indenture, so that every court,

instead of only a few, may have this excellent

bit of machinery ready at hand to use with those

cases for which it is peculiarly suited. . . .

3. The establishment of institutions for special

types of offenders. . . .

4. The elimination of county and municipal

jails as places of detention forsentenced prisoners.

5. Making easy the transfer from one penal

institution to another, and from penal institu-

tions to those commonly known as charitable.

6. The abolition of the death penalty.

7. Making the goal of prison administration

the development of character. . . .

Perhaps the most interesting suggestion

of the author is that prisons should be un-

der the supervision of the educational

department of the state, inasmuch as they

are fundamentally educational in character

now that we have passed the time when
punishment assuch was the dominant idea in

ourminds. This idea deserves consideration.

When one recognizes the difficulties

caused by the divergent practice in our

various states, it is easily seen that it is

hard to give a brief and yet accurate sur-

vey of the entire country. WTiatever our

opinion as to the specific suggestions of the

author he has placed us all under deep obli-

gation. The book should be read by all

who are in any way connected with the

treatment of criminals.

Cahl Kei^ey.

Reinsch, Paul Samuel. An American

DiplomxU in China. Pp. xii, 396.

Price, $4.00. New York: Doubleday
Page and Company, 1922.

This volume by Dr. Reinsch, who was
American Minister at Peking from 1913 to
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1919, will be read with extraordinary inter-

est by all those who have a knowledge of

political conditions in the Far East and of

Chinese political personalities. It will be

of interest to others but it is doubtful

whether from its pages they will be able to

gain a connected and consistent idea of

what happened in China during the years

that are covered. It is evident that the

volume has been prepared by Dr. Reinsch

from his notes, kept from day to day, and,

while this method gives a vivacity to some
of his pages, it does not yield the definite

results that might have been obtained had
particular topics been selected and fully

treated in separate chapters.

That Dr. Reinsch was an able represen-

tative in China of American diplomatic

interests there can be no doubt. The re-

viewer was several times in Peking, for

considerable periods of time, while Dr.

Reinsch was there, and can testify to the

general respect with which he was regarded

by the entire diplomatic body. He was
also held in high esteem by the Chinese

who seemed to have no doubt as to his sin-

cere desire that their country should be

justly and even benevolently dealt with by
the other powers. It was a great grief to

Dr. Reinsch, which he does not hesitate

to express, when the American government
failed at Paris to support China's plea for

the restitution to her of the German rights

in Shantung, and this, together with other

disappointing acts of his government, led

to his resignation in 1919.

In many places there are illuminating

comments by Dr. Reinsch upon conditions

in China—comments which show his keen
powers of analysis and appreciation. These
were to be expected of the author of the

volume. Intellectual and Political Currents

in the Far East. But the outstanding im-

pression which one gains from the volume
is the ruthlessness with which Japan has
pursued her policies in China and in the Far
East generally. Dr. Reinsch does not
mince words as to this. "The Japanese
were ready to take advantage of and to

aggravate any weakness which might exist

in Chinese social and political life. They
would fasten like leeches upon any sore

spot," is one of his statements. "The
whole course pf ^apafl in China during the

Great War alarmed both Chinese and for-

eigners," is another. "Japanese imperial-

istic politics with its unconscionably ruth-

less and underhanded actions and its fun-

damental lack of every idea of fair play," is

still another. To those face to face with

what Japanese militarism has been doing

to Continental Asia, he says, there is left

no doubt of its sinister quality
—"Japan

herself needs to be delivered from it, for it

has used the Japanese people, their art and
their civilization, for its own evU ends.

More than that, it threatens the peace of

the world. If talk of ' a better understand-

ing' presupposes the continuance of such

aims and motives as have actuated Jap-

anese political plots during the past few

years, it is futile. What is needed is a

change of heart."

Following this last considered opinion.

Dr. Reinsch reproduces at some length the

substance of a memorandum upon which,

he says, he based a cabled statement to the

President of the United States of China's

vital relation to future peace. The re-

viewer does not remember having before

seen, from the pen of an American diplo-

matic official, an indictment so scathing of

another country. It is to be hoped that,

with the Washington Conference, there has

come to Japan that change of heart which

Dr. Reinsch declares to be so necessary.

W. W. WiLLOUGHBY.

Lincoln, Edmond Eaele. Problems in

Business Finance. Pp. 1, 5^5. Price,

$5.00. Chicago: A. W. Shaw Company,
1921.

Professor Lincoln has made a note-

worthy contribution, not only to the list

of textbooks in the field of finance, but also

to the literature of the subject. Frankly

abandoning the field hitherto occupied by
the list of manuals which deal with cor-

poration finance, banking and similar

topics, he has addressed himself to the

study of the problems of the medium sized

and smaller industrial concerns, which con-

stituted, he says, in 1914, 98.6 per cent of

the total number of manufacturing con-

cerns in the United States, producing more
than 52 per cent of value in products.

Professor Lincoln believes that the fiiianc-»
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ing of railroads and public utilities, to

which might also be added the financing

of the larger industrials, present "a rea-

sonable degree of standardijuition." Tlie

financial principles which should govern

the management of the smaller manu-
facturing, trading and financial concerns

have not been, in his opinion, sufficiently

investigated.

He begins his discussion with a general

survey of the field, which summarizes the

more important rules of financial manage-
ment in the launching of the concern, its

growth, and its current management.
These rules are familiar, indeed almost

axiomatic. Tliey have been discussed at

length in numerous manuals, a list of which

the author furnishes. No attempt at any
original contribution is apparently made,
and, indeed, this introductory chapter

seems to go no further than to suggest the

necessity of carefully studying the various

manuals which deal intensively with the

topics indicated.

Beginning with chapter two, however,

we find a long list of problems covering the

following topics: financial consideration

involved in beginning a business; problems

of raising fixed capital; problems of raising

working capital; problems of internal

financing, and financial aspects of produc-

ing and selling; the administration of earn-

ings, and the handling of financial diffi-

culties. Each of these topics is developed

by a series of problems which are drawn
from the financial exjjeriences of a large

number of business men and bankers, more
than one hundred and twenty-five difiFerent

kinds of businesses and industries being

represented, and hundreds of separate con-

cerns. Some of these cases are familiar to

those who follow the financial news, as, for

example, the method of extending the cus-

tomer ownership of the United Drug Com-
pany; the methods of promoting employe
ownership; the vicissitudes of the Good-
year Rubber Company; Mr. Ford's recent

exj>eriences; the financing of the Export
Copjjer Trade; and the dividend policy of

the American Telephone and Telegraph
Company. Most of the problems are, how-
ever, presented for the first time. A speci-

men of the author's method is shown in the

following problem which deals with the

question: Shall Competitors Be Bought up
with Surplus Funds?

The Z Cotton Manufacturing Company found
itself heavily stocked with raw cotton at the

time when sales began to slump. The manage-
ment, feeling less optimistic than its competitors,

began to protect itself against the probable drop

in prices by selling its cotton for future delivery,

when there seemed to be no market for the fin-

ished goods. Accordingly, within a few months,

while the competing mills were without orders

and had all their resources tied up in inventory

bought at top prices, the Z Company had cleared

out practically all of its inventory, had a large

amount of cash on hand, and was ready to buy
raw cotton at the bottom of the market. The
president of the Z Company says that several

questions having to do with the financial policy

of the company are now being considered by his

organization:

A. Shall the Z Company cut its prices on cot-

ton cloth to a point where many of its compet-

itors will be forced into bankruptcy?

B. Should the Z Company use some of the

surplus funds which it now has to buy out its

failing competitors?

C. Assmning that the Z Company is agreeable

to purchasing some of the competing mills, pro-

vided it can get them cheap, the question is

raised, "When is a cotton mill cheap?
"

At the present time it would cost two or three

times as much to reconstruct a mill as before the

war.

(a) Would a mill, therefore, be worth buying

if it coidd be taken over at the pre-war cost of

reproduction, less depreciation?

(b) Even if this low figure could be secured,

would it be a wise financial policy to buy out

competitors?

Questions.

1. What advice would you give the president

of the Z Company on the various questions

raised by him?
2. If you do not advise the buying up of com-

petitors, just what would you advise the Z Com-
pany to do with its surplus?

3. Do you think it advisable for a concern to

follow a "fluctuating" dividend policy, or is it

wiser to keep the conunon stock dividends fairly

even from year to year? Does the natiu^ of the

business or the extent and character of its own-
ership aflfect yoiu- decision?

At the end of each of the problems the

author presents certain suggestive ques-

tions as shown above. These are very

general in nature and are calculated to

stimulate discussion.

The volume concludes with a statistical
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appendix which is arranged to parallel the

chapters in the book in order to assist the

student in the solution of the problems

presented.

Professor Lincoln modestly confesses the

existence of numerous shortcomings in the

work and invites criticism. Criticism of a

book which covers so extensive a field and
develops so much new material, at an

expense of time and energy which only

those who have done similar work can

appreciate, would be ungracious. A sug-

gestion may, however, be ventured.

The problem method has been used in

advanced classes in the Wharton School of

Finance and Commerce of the University

of Pennsylvania for many years. The aim

in this work has been to give the student

facility in devising methods of accomplish-

ing certain results, rather than to encourage

him to pass judgment on the expediency of

the various devices employed, which seems

to be the general plan on which Professor

Lincoln's book has been constructed. For
example:

"A public service corporation desires to

borrow money to finance purchases of

equipment. In the face of certain rigid

mortgage restrictions, how can this be ac-

complished?" Or, "The Supreme Court

has ordered a corporation to be dissolved

on the ground of violation of the Sherman
Anti-Trust Law. How can this dissolution

best be accomplished.''"

Professor Lincoln's method is, rather, to

present the facts, and the methods em-
ployed, and then to ask the student to

express his opinion as to the strength or

weakness of the methods employed, or the

justification of the action taken, or the

merits of an alternative plan.

The reviewer has had only a limited

opportunity to utilize Professor Lincoln's

problems. So far as his experience ex-

tends, and basing his opinion upon the

interest shown by the students in these

problems as contrasted with those formerly

used, he is inclined to give the preference

to those prepared by Professor Lincoln.

At the same time, he does not believe that

the problems which force the student to

devise financial expedience can be disre-

garded, since, after all, advanced students

in these subjects are more likely to be

active agents than critics and commen-
tators.

Probably a combination of the two types

of problems will, in the long run, be found

the most satisfactory.

E. S, Meade.
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FOREWORD

OWING to the elaborate prepa-

rations preliminary to the hold-

ing of the Annual Meeting of the

Academy, it is necessary to select the

topic at least six months, and usually,

eight months in advance. The officers

of the Academy felt that the question

of our relation to the European situa-

tion was of such paramount importance

that it would be desirable to devote all

the sessions of the Annual Meeting of

1922 to "America and the Rehabili-

tation of Europe." This decision,

taken more than a half year before the

date of the Annual Meeting, was fully

justified by the developments of the

international situation. Through an

extraordinary coincidence the sessions

of the Annual Meeting were coincident

with the Genoa Conference and served

further to emphasize the importance

of clarifying American public opinion

with reference to the vital questions

involved in our economic and financial

relations with the European Conti-

nent. It was the endeavor of the

Committee in charge of the Annual
Meeting to have every viewpoint

represented; for the Academy best

fulfills its mission in serving as a great

national forum for the interchange of

thought.

The large attendance of delegates

from all sections of the country served

to bring out more clearly than ever

before the fact that the Annual
Meeting partakes of the nature of a

great national conference. The at-

tendance of official delegates appointed

by the governors of the several states,

and delegates from national, civic, and
trade associations, serves to broaden

the influence of the Annual Meet-
ing, inasmuch as these delegates on
their return lay before their respective

communities a summary of the dis-

cussions held during its sessions.

At this Annual Meeting, the Acad-

emy enjoyed the cooperation of a

number of distinguished foreigners.

Some of these were unable to attend

the sessions in person but forwarded

papers which are included in this

special volume. These papers add
greatly to the significance and perma-
nent value of this volume containing

the proceedings.

It is the desire of the officers of the

Academy to avail themselves of this

opportunity to express their deep and
sincere appreciation to those who
participated in the Annual Meeting;

to the members of the Reception Com-
mittee, who did so much to make the

delegates feel at home during the

sessions, and, especially, to Colonel

John S. Muckle and Mr. Otto T.

Mallery for their generous entertain-

ment of the speakers. The Academy
also desires to extend a warm word of

appreciation to those who contributed

so generously to the special Annual
Meeting Fund, which the Academy
finds necessary to secure in order to

defray the expenses incident to the

Annual Meeting.

L. S. RowE,
President.
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Economic and Financial Reconstruction of Czecho-

slovakia

By Dr. Bedrich Stepanek
Minister from Czechoslovakia

THE Czechoslovak people accepted

the privilege and duty of self-

government with full realization of the

great problems and obligations in-

cumbent upon them as a junior mem-
ber in the family of nations. The day
of liberation, October 28, 1918, was
not a day of exultation alone, but
rather a day on which to lay the basis

of a sound national policy, especially

along economic and financial lines.

While many other coimtries were

and are planning financial reforms to

be carried out, the Czechoslovak

Republic, during its first three years,

has put into effect the financial plan of

the first Minister of Finance, tending

to check currency inflation, eliminate

unproductive state expenses and bal-

ance the budget, and thus, since the

very beginning, has been in complete

harmony with the now generally

accepted principles of the post-war

reconstruction of Europe.

, This fact, of vital importance es-

pecially for the reconstruction of

Central Europe, I should like to illus-

trate in some detail.

General Economic Conditions

The lands now constituting the

Czechoslovak Republic (Bohemia, Mo-
ravia and Silesia, voluntarily joined by
Slovakia and Subcarpathian Russia)

were formerly the northern part of

Austria-Hungary, above the middle
Danube and upper Tisza Rivers.

Czechoslovakia has an area of 54,-

000 square miles, and a population of

13,600,000 inhabitants. The country

is so richlyendowedwith raw materials,

2 1

timber, coal and water power, that 75

per cent of the industrial population

of the former Austro-Hungarian Em-
pire, now situated in Czechoslovak

territory, has sufficient means of

existence.

The country has large deposits of

precious and base metals, of caolin,

graphite, magnesite, sulphur, salt, etc.,

forming the backbone of its extensive

industries. Promising oil wells have

recently been discovered; the richest

radium mines of Europe, Jachymov
(Joachimsthal), are situated in Bo-

hemia as well as the famous watering-

places of Carlsbad (Karlovy Vary),

Marienbad (Marianske Lazne), etc.

The output of coal (bituminous and
lignite) increased during 1921 from 28

million tons to the normal 32 million

tons. The production of iron and
steel has almost reached the pre-war

level of 1,700,000 tons of pig iron, and
supplies the necessary material for the

machinery industries, enjoying an ex-

cellent reputation especially in the

field of sugar refineries, distilleries,

breweries and agricultural implements.

The new electrical law provides not

only for a systematic utilization of the

water power, but for the general

electrification of the country.

Czechoslovakia owns large locomo-

tive and car works, which have

enabled her in a short time to restore

the rolling stock for 8,300 miles of

railways.

Of other various industries such as

glass, china, chemical, leather, shoe

and glove industries, only the large

textile and, in part, the metal in-
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(lustries de]X'iid to any great degree

on the importation of foreign raw
materials, such as cotton, wool, flax,

copper, etc. Normally, about 650,000

bales of cotton (90 per cent from the

United States) are imported yearly for

the 3,600,000 Czechoslovak spindles.

The success of Czechoslovak in-

dustry is firmly based on its progressive

methods of production and its skilled

workers with their ability to adjust

themselves to the requirements and
taste of foreign nations, for there is

scarcely a country in the world which is

not beingsupplied with various products

of Czechoslovak make (known before

the War under the name "Bohemian"
or under the trade mark "Made in

Austria").

Under normal conditions Czecho-
slovakia is almost self-supporting; it is

anticipated that in 1922 the require-

ments of breadstufls will he met by the

yield of the home fields and an import
of merely 80,000 tons of additional

grain.

Foreign Trade

Owing to its geographic position in

the heart of Europe, on the oldest

trade routes, Czechoslovakia, ever since

the Middle Ages, has taken a very

active part in the trade between
Europe and Asia, and has always used
its natural resources for the progressive

development of its industries and trade.

To stabilize the conditions of foreign

trade, Czechoslovakia has concluded

commercial treaties based on reciproc-

ity and liberal tariff system with:

Switzerland, March 6, 1920; Jugo-
slavia, May 18, and December 4, 1920;

Germany, June 29, 1920; Bulgaria, August
4, 1920; France, November 4, 1920;

Roumania, February 24, 1921; Italy,

March 23, 1921; Austria, May 4, 1921;

Poland, October 20, 1921, and Spain,

November 25, 1921.

In spite of many unfavorable factors

the foreign trade has effected remark-

able improvement. For 1919, the

total imports amounted to $130,146,-

140 (average exchange value of 50

crowns for one dollar). For 1920, the

imports, due to the extraordinary

imports of foodstuffs, reached $233,-

500,000. The quantity of imports

shows an increase (3,910,156 tons for

1920 and 3,961,716 tons for 1921) of

1.3 per cent only.

Exports have steadily increased, the

value of the exports of 1919 being

$113,751,380, an amount exceeded by
the 1920 exports of $428,900,000, by
over $315,000,000. The quantity ex-

ported during 1921, 9,645,766 tons,

shows an even greater increase over

the quantity during 1920 of 6,902,221

tons, i.e., an increase of 39.7 per cent.

The progressive increase of 1921 over

1920 and of 1920 over 1919, in spite

of a lower exchange value, is indicative

of the rapid recovery of Czechoslovak

industries and foreign trade.

The trade balance for 1919 was
unfavorable by slightly over sixteen

million dollars. This loss was not only

eliminated in 1920, but a favorable

balance set up of four billion of

Czechoslovak crowns, which is equal

to about forty-nine million dollars.

According to the estimates for the first •

nine months of 1921 a further increase

of 50 to 100 per cent is to be expected.

Tables I, II and III show the

growth of trade by commodities and

the countries of origin and destination.

The Czechoslovak Republic has

maintained its pre-war trade with Po-

land and the states served by the

Danube River, Austria, Hungary, Jugo-

slavia, Bulgaria and Roumania, which

are the natural markets for Czechoslo-

vak industries, and trade with them
has resulted in a favorable balance of

11,000,000,000 Czechoslovak crowns.

About 56 per cent of the total value of

exports and about 75 per cent of the
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TABLE III. Imports and Exports of the Czechoslovak Republic

{By the Main Commodities 1920 and 1921 in Long Tons)

Import

Foodstuffs

Lard and fats

Salt

Chemicals

Iron and steel ....

Minerals

Coal and timber . .

Mineral oil

Cotton and yarns

.

Wool and woolen manu-
factures

1920 1921

246,998 598,000

46,893 43,000

280,389 144,500

195,246 168,000

114,790 127,000

927,450 821,000

1,319,602 1,134,000

131,831 104,000

69,205 94,900

19,214 29,000

Export

Foodstuffs

Sugar

Fruit and vegetables

.

Chemicals

Iron and steel

Minerals

Coal and timber ....

Paper and paper goods

Cotton and cotton goods

Wool and woolen goods

Glass and glassware . .

Machinery
Malt, grain and malt

products

1920

32,353

248,648

89,892

163,926

502,288

5,184,260

76,605

10,778

10,505

140,067

86,554

1921

12,700

447,000

69,000

62,000

199,000

605,000

7,632,000

78,500

32,000

12,000

133,000

46,800

35,000

total value of the cotton and wool

products were exported to these coun-

tries in 1920. Germany shared in the

exports to the extent of 12 per cent,

the western European and the overseas

countries 32 per cent, partly for their

own consumption, partly for re-ex-

portation.

With the exception of France and
Italy, the C^zechoslovak Republic has,

on account of excessive imports, an
unfavorable trade balance with western

European and overseas countries. This

fact proves the importance in pur-

chasing power of the Czechoslovak
Republic as a market for the raw
materials and manufactured products

which it has to secure from abroad. It

is estimated that fifty per cent of the

total raw materials could be purchased

by the Republic directly from the

United States.

Since the purchasing power of our

exchange was reduced, imports from
the United States according to volume
have increased from 208,355 long tons

in 1920 to 375,806 long tons in 1921, an
increase of 80 per cent, the main articles

being cotton, copper, foodstuffs, fats

and lard, mineral oils, tires, tools,

typewriters, calculating machines, and
other characteristic American products.

Because the American statistics do not

as yet specify goods exported through

European ports to Central Europe,

more detailed figures are not available.

Exports to the United States consti-

tute an important part of the trade of

the Czechoslovak Republic. For 1921

these exports amounted to $9,615,130.

The principal items entering into this

trade in 1921 were beads and bead

ornaments, $3,023,140; imitation

stones, $729,137; blown glass, $535,835;

bent-wood furniture, $509,900; jewelry,

$376,338; chinaware, $268,942; wood
pulp, $257,459; hops, $199,443; musical

instruments, $191,661.

Transportation

Czechoslovakia inherited a network

of railroads which, due to excessive

trafllc and insufficient maintenance

during the War, were in a very poor

condition in 1918. The Ministry of

Railroads found itself faced with

three big problems: (1) the repair of

a neglected railroad system; (2) the

reorganization of this- system in ac-

cordance with the national commercial
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policy, and (3) the adjustment of

tariff rates and wages to meet present

cost and living conditions.

The Ministry has adjusted passenger

and freight rates, increased the per-

centage of maintenance work to restore

eflBcient o|>eration, and plans to aug-

ment maximum sp>eed to 120 kilometers

per hour and double track the respec-

tive lines. In addition, this depart-

ment has provided for several new lines,

important for internal administration

and independent export trade with

countries to the east and south.

The reorganization of railroads will

unite more closely Bohemia and Slo-

vakia, formerly dependent upon and
served by Austria and Hungary re-

spectively, will bring the river ports

nearer to the interior shipping centers,

and adjust the schedule of rates to

encourage trans-Republic shipping.

To accomplish all this and to put 12,-

694,527 kilometers of state-owned or

operated railroads and 968,924 kilo-

meters of privately owned and operated

railroads on an efficient operating

basis, six and one half million crowns

have been allotted by the state.

The reform of the railroad system

was begun in 1919, at such an expense

that the railroad budget for that year

showed a deficit of 240,000,000 crowns.

The work was continued during 1920,

to a deficit of 625,000,000 crowns
additional, and further advanced in

1921. During 1921, however, the

good results of the investments began
to be felt and the budget showed a

surplus of 265,000,000 crowns.

The river and canal system is

important for a state forced to purchase

heavy raw materials from great dis-

tances and to export bulky articles

(like lumber). A large part of all

goods destined for the western coun-

tries and for overseas trade, is trans-

ported in barges to Hamburg by way
of the Labe (Elbe) River, while the

Danube offers a broad means of trans-

portation to the Balkan states and the

Black Sea. To utilize both river

systems more economically, it is pro-

posed to construct a canal connecting

the Labe and Oder rivers with the

Danube.
Already Prague is the vital link in

the trans-continental network of air-

plane traffic from Paris to Constanti-

nople on one line and to Warsaw on
another line. This system of aerial

navigation supplements an efficient

state-owned and operated postal

system.

The extensive telephone and tele-

graph lines (over 10,000 miles of

telegraph and more than 11,600 miles

of telephone) are likewise state-owned

and operated, and work has already

begun to supplement the existing

facilities with a radio service.

Banking

The financial condition of a coimtry

is necessarily bound up with and
dependent upon a sound banking

system. Although it was feared that

the dismemberment of Austria-Him-

gary might disrupt banking, the tran-

sition was made smoothly and the

Czechoslovak banks, by judicious in-

creases of capital and careful invest-

ment of funds, have been able to

meet every demand imposed upon them
for the financial operation of govern-

ment and commerce.

On October 28, 1918, there were

altogether thirty-nine large joint-stock

banks, with a total paid-up capital of

551.4 million crowns, on Czechoslovak

territory. In order to meet, at least

partially, the great demands made
upon them by the new situation, the

Czechoslovak banks immediately in-

creased their capital and fimds and

strengthened their organization. The
possibility of entering into direct rela-

tions with foreign countries, especially
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with France, England and America,

led many banks to seek the cooperation

of foreign capital. Thus, by the end
of 1920, the aggregated capital of

these banks totalled 914.6 millions

with reserve fmids amounting to 349.5

million crowns.

The center of the banking business

of the Republic is Prague. The twenty-
two Prague banks, in 1920, ac-

counted for 83 per cent of the total

capital of the thirty-seven banks of the

coimtry. The growth of capital since

the end of the War has been, for the

Prague banks, 41.5 per cent, and the

Prague banks have made over 85

per cent of the net profits of all the

Czechoslovak banks. All but five of

the banks in the Republic finished the

year 1920 with favorable balances.

After deducting the losses of the five,

the net profits amounted to over 198

million crowns.

The growth of bank deposits shows a

sound financial condition among the

depositors. On December 31, 1920,

the deposits in 2,011 financial institu-

tions totaled 17,864,973,000 crowns.

On December 31, 1921, deposits in the

same institutions totaled 24,759,240,-

000 crowns—an increase for 1921 of

6,894,267,000 crowns or 39 per cent.

The Currency Reform

Austria-Hungary left her currency

in complete disorder. The reserve of

gold and silver of the Austro-Hun-
garian Bank, amounting before the

War to 1,655 million gold crowns, fell

in the course of the War to 342 million

gold crowns. The circulation of notes,

which before the War was 2,172 mil-

lion, grew to 30,679 million. Obliga-

tions which had to be met immediately
by the Bank in the form of payment in

notes on demand (current accounts and
treasury bills) amounting before the

War to 282 million gold crowns
reached at the conclusion of the War

the sum of 2,849 million gold crowns.

The covering in gold before the War
amounted to 76 per cent; at the

revolution, merely 1.11 per cent.

The first task of the Czechoslovak
Treasiuy was to provide for the needs

of state by establishing an independent

currency. The War had depleted the

economic resources of the country, the

Austro-Hungarian currency had de-

preciated, and the state credit had been
undermined. It was the task of the

government and the banks to meet
these unhappy conditions and to bring

the country to a state of financial

soundness and economic prosperity.

By the "Currency Act," passed on
February, 25, 1919, the Minister of

Finance was given authority: (1) to

stamp the then circulating currency

within Czechoslovakia
; (2) to take over

the currency account and treasury

bonds of the branches of the Austro-

Hungarian Bank in Czechoslovakia;

(3) to make specific inventory of all

property in the Republic, and (4) to

cause the Czechoslovak citizens to

declare their property in foreign coun-

tries. These last two provisions were

passed in order to ascertain the proper

basis for levying a property tax.

The separation from the Austro-

Hungarian currency was accomplished

in the following manner. On February

26, 1919, the frontiers were closed and
the bank notes circulating within the

Republic, from March 3 to March 9,

were stamped with a distinctive mark,

showing that they were accepted by
the Czechoslovak Republic as its

currency. After March 9, all notes

not stamped ceased to be legal tender.

One-half of the amount of bank notes

presented for stamping (practically

2,450 million crowns) was withheld as a

1 per cent forced state-loan.

After the stamping,there remained in

circulation bank notes of the value

of 5| billion crowns. The deflation
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resulting from the stamping and re-

duction of circulating money, cou])led

with the resumption of ])rivate enter-

prise, caused the money market to

tighten. This condition necessitated

an increase of currency, which has been

stabilized at seven billion. To pro-

vide, however, against dangerous in-

flation the National Assembly passed

an act, April 10, 1919, which prohibits

any increase in the amount of bank
notes in circulation above seven billion

unless covered by commerical papers,

gold and silver treasury reserves, or

other collateral.

According to another law passed

April 8, 1920, the Minister of Finance

has to reduce gradually the amount of

uncovered bank notes taken over from
the Austro-Hungarian Bank, both

those now in circulation and those

withheld at the time of stamping by
the income from property tax. Al-

though the tax was not yet legally due,

635.5 million crowns had been paid up
to December 15, 1921, and a total of

802.3 million up to January 15, 1922.

This amount was paid partly in cash

and partly by receipts for the notes

withheld at the time of stamping. The
tax should eliminate the whole amount
of uncovered circulation by the end of

1923.

The metallic reserve is composed at

present of 18,000 kilo gold and 311,000

kilo silver, which equals 599,000,000

c^o^vns or 5 per cent of the total circu-

lation in the Republic, with a sub-

stantial increase of 233,630,000 crowns

in seven months. Four per cent of the

notes are backed by foreign accounts

receivable and foreign currency holdings

within the Republic. Twenty-seven
per cent is backed by discounted bills,

securities, and collateral loans. This

makes more than 36 per cent of the note

circulation backed by an authorized

lawful reserve.

Comparing other countries in this

respect we see that Austria (on

October 31, 1921) had a circulation of

91 billion of Austrian crowns against a

cover of 5.5 million; that Hungary
had a circulation of 22,882 million

against a cover of 1,007 milHon. Even
the Bank of Italy has not a greater

reserve of gold and foreign currency

than the Czechoslovak Bank Office;

on October 31, the Bank of Italy had
1386.1 million gold lire as against a

circulation of 14,322.7 million lire, or

not quite 10 per cent cover.

Table IV shows the successive de-

velopment of the circulation of bank
notes.

During 1919 and 1920, the Czecho-

slovak crown has fallen and risen nearly

parallel with the Grerman mark. A
difference begantoappear inl921,when

the question of German reparations

TABLE IV.

—

^Successive DEVEiiOPMENT of the Bank Note CracuiATioN

Millions of Crowns

Stamping
Dec. 31,

1919

Dec. 31,

1920

Dec. 31,

1921

March 31,

Before After
1922

Notes in circulation

Commercial security

Gold, silver, and foreign

money reserve

7,714 5,579 6.621

668

86

11,289

5,197

858

11,757

5,192

1,114

10,323

3,832

932
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was under negotiation; at this time the

German mark had fallen below the

Czechoslovak crown. On September

22, 1921, Berlin was quoted in Ziirich,

5.325, in Prague, 6.85 centimes.

During the last collapse of the German
mark the Czechoslovak crown with-

stood the pressure of that event and
succeeded in emancipating itself from

the mark. Since this time the currency

policy of the Republic has attracted

some attention in the financial world.

As a temporary bank of issue there

has been organized by statute pub-

lished May 12, 1919, the "Bank
Office," attached to the Ministry of

Finance, regulating the circulation of

money. One of the important re-

spective statute provisions is that the

Bank Office must not accord loans to

the state.

The future bank of issue will be a

joint-stock bank with a capital of 75,-

000,000 of currency unit in gold. The
bank notes will be exchangeable for

gold with at least 35 per cent of gold

covering.

The Budget

The Czechoslovak government has

ever been convinced that the key to a

sound financial condition is the bal-

anced budget. To accomplish this,

early Ministers of Finance vied with

each other in making expenditures

conform to government income with-

out stintingthe appropriations essential

to the accomplishment of vital im-

provements.

Due to the necessary expenses in-

curred at the establishment of the

Republic, the deficit of the budget in

1919 was five billion (with a budget
of 8.6 billion crowns), which was re-

duced to 4.8 billion in 1920, with a

budget of 15 billion. In 1921, the

budget of 18 billion crowns was nearly

balanced, but extraordinary expend-

itures in order to check the repeated

Hapsburg plots caused a deficit of 700

million crowns. In 1922, with a budget

totahng 19,812,960,470 Czechoslovak

crowns the deficit is estimated at 900

million crowns, but the steady increase

of actual revenue (nearly doubled in

the last two years) gives strong indica-

tion of a balance in 1922.

During the years 1920 and 1921, the

conservatively estimated state income
was each time about one billion crowns

below the actual state revenue. The
surplus shown in Tables V and VI
augurs well for a budget balance at the

end of this year.

TABLE V.

—

Gross Budget Expenditures

(In Czechoslovak Crowns)

1919 1920 1921 1922

Expenses:

Ordinary 2,609,823,719

6,005,522,073

7,174,511,865

8,103,915,167

10,671,959,296

7,354,500,848

13,288,731,847

Extraordinary 6,524,228,632

Total 8,615,345,792

2,613,667,502

1,096,086,998

15.278,427,032

7,949,648,782

2,476,852,012

18,026,460,144

15,923,316,280

1,375,600,350

19,812,960,479

Income:

Ordinary 17,290,600,130

Extraordinary 1,593,609,414

Total 3,709,754,500

4,905,591,292

10.426,500,794

4,851,926,238

17,298,916,630

727,543,514

18,884,209.554

Deficit 928,750,935
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The percentage of expenditures for

unproductive items is being cut down
yearly, for example, the cut in ordi-

nary expenditures for National De-
fense, from 20.20 per cent in 1919 to

15.69 per cent in 1922, and extra-

ordinary after-war expenditures have

\yeen reduced from 39.62 per cent in

1919 to 3.76 per cent in 1922.

On the other hand appropriations for

productive purposes have been steadily

increased, as indicated in Table VII.

The Debts

The first debt incurred by Czecho-

slovakia was a portion of the public

debt of the old dual empire. This

amoimt grew, due to the expense of

establishing the new government, of

repatriating the Czechoslovak legion-

naires who fought on the side of the

Allies in Russia, Siberia, France and
Italy, and of furnishing the emergency
relief necessitated by the shortage of

foodstufiFs, etc. These different items

brought the public debt, at the close

of the year 1921 (according to the

statement of February 6) to forty-three

billion Czechoslovak crowns, composed
as follows

:

Crovms

International Debts 9,911,757,300

Currency Reform 8,364,270,537

External Debts 8,404,270.852

Peace Treaties 17,125,000,000

43,805,298,689

A detailed specification is contained

in table VIII.

The external debt of the Republic as

incurred up to December 31, 1921, is

itemized in table IX.

The "liberation tax" which con-

stitutes so large a percentage of the

Czechoslovak total debt was deter-

mined by the Peace Conference, to be

paid to the allied and associated

powers. The terms for the payment
of this smn have not yet been deter-

mined.
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TABLE VII.—Per Cent of Total Expenditures for Productive Purposes

11

1919 1920 1921 1922

Public Education 1.74

1.86

14.15

3.46

0.63

0.23

1.92

2.75

22.60

4.52

6.47

0.30

4.65

5.71

28.83

6.30

3.87

0.55

4 82

Postal and Telegraph 4 40

23.52

Public Works 5.19

Social Welfare 3.30

Public Health 0.76

Future Problems

Czechoslovakia, in a short time, has

attained almost normalcy, notwith-

standing the fact that the unsettled con-

ditions of the neighboring states

hindered its progress considerably.

This achievement is due to the fact

that ever since the day of its liberation,

Czechoslovakia has followed a definite

program step by step, the main features

of which are

:

(1) To maintain and enlarge industrial

activity under all circumstances;

(2) To secure intensive agricultural

activities and a normal harvest by supply-

ing fertilizers;

(3) To secure a favorable balance of

trade;

(4) To balance the state budget by
eliminating unproductive expenditures and
using savings thus obtained for further

productive activity;

(5) To deflate the currency as rapidly as

business conditions permit.

The rising exchange (about 2 cents)

brought the country face to face with

another problem—price adjustment in

the markets of the world. Because

wages and living conditions could not

be immediately readjusted to conform
to the increased international value of

Czechoslovak money, the Czechoslovak

export industries saw further expansion

hampered by the competition of coun-

tries with deteriorated rates of ex-

change, notably Germany. It was
evident that production costs must be

reduced. This is to be effected not

only by a lowering of wages and
transportation, but principally by a

thorough reorganization and elimina-

tion of waste in industry, coupled with

standardized production and concen-

trated group marketing. New sources

of wealth and industrial activity lie

in the exploitation of the water powers

(1^ million horse power) and in the

electrification of the whole country.

To solve these problems Czechoslo-

vakia honestly believes is to "do her

bit" in the general reconstruction in

the most effective way.

The main part of this tremendous
task of world reconstruction can be

accomplished only by engineers. Not
only should they take a prominent

place in the many international present

and future economic and financial

conferences to divert the nations from
the after-war distress, but they should

endeavor to prevent future conflicts.

I consider it the supreme task of every

engineer, notably of the great peaceful

army of the American engineers, to do
their best to have a "World's En-
gineering Federation" established as

soon as possible.

The up-to-date methods of economic

supremacy must be changed by inter-

national distribution of work according

to principles of highest economy. A
"World's Engineering Federation"

should spread technical and economic

progress through the world by inter-

national technical cooperation.

I am highly pleased to know that



12 The Annalr of the American Academy

TABLE VIn.—Debts or thk Czechoslovak Rbpubuc

(A. Internal DeUs in Czechoslovak Crowns)

December 31, 1921 February 6, 1922

1. National Liberty Loan
Crowns

1,000,000,000

1,048,054,000

540,811,800

3,000,000,000

1,536,185,000

952,820,000

677,308,000

25,896.000

217,549,000

234,895,800

250,000,000

322,000,000

106,238,200

Crowns

1,000,000,000

2. 4 per cent State Treasury notes 1,048,054,000

8. 4j per cent Premium Loan 540,81 1,.300

4. Fourth State Loan 3,000,000,000

5. 6 per cent State Treasury bonds 1,536 185 000
6. 5 per cent State Treasury notes 952 820 000
7. 6 per cent State Treasury notes 677 308 000
8. 2 per cent Premium Building Loan 44,104 500
9. 6 per cent State Investment Loan 229,359,018

6 per cent State Investment Loan 300,756,607

10. 3 J per cent Exchange Stabilization Loan 250,000,000

11. 5 J per cent Military Equipment Loan 322,000,000

12. 6 per cent Flour Loan 220,706,300

9.911.757,300 10,122,104,725

(C External Debts in Czechoslovak Crowns)

(D. Debts According to the Peace Treaties)

(B. Debts Resulting from the Currency Reform)

1 Bank notes in circulation

Croums

6,818,800,292

1,056,807,000

269,015,245

219,648,000

Croums

6,794,143,767

2.

8

1 per cent State Loan replacing the bank notes

1 per cent check accounts

888,247,000

269,015,245

4 4 per cent treasury notes 219,648,000

8,364,270,537 8,171,054,012

Loans granted by:

United States $ 91,179,528

Crowns

6.245,797,668

694.855,464

78.721.022

702,274,198

4,110,000

520,200,000

158,312,500

Crowns

4,832,514,984

England £ 2,429.564

France Francs 1.149.212

France Francs 128,152.226

France Francs 750.000

Italy Lire 180,000.000

Germany Marks 425,000,000

563,658,848

60,908,236

579,248,061

3,390,000

448,200.000

108,906,250

Specification of the debts to the United States in dollars:

1. Debt to the United States Treasury for advances

made under the Liberty Bond Act

8,404,270,852

$61,256,206.74

20,612,300.11

6,428,089.19

2.873,238.25

6,596,826,379

2. Debt on account of sales of surplus war materials

(Act of July 9. 1918)

3. Debt to the American Relief Administration (Act of

Feb. 25, 1919)

4. Debt to the United States Grain Corporation (Act of

March 30, 1920)

$91,169,834.29

1. Pre-war debt of former Austria-Hungary
2. Liberation debt Francs 750,000,000

Croums
4.000,000,000

13,125,000,000

17.125.000.000
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the American engineer is fully conscious

of the importance of his initiative in

these endeavors to advance the world,

and very happy to see that the en-

gineers of mycountrycooperate heartily
in this far-reaching international work.

TABLE IX.—SuMMABT OF Debts of Czechoslovak Republic

In Czechoslovak Crowns Per cent

"Liberation tax" to the Allies

Share of the debt of former Austro-Hungarian Empire .

Currency reform

Establishment of government

FoodstuJffs relief

Military expenditm-es

Reconstruction

Repatriation of the Czechoslovak army

Total debts since inception of Republic

13,125,000,000 30.00

4,000,000,000 9.10

8,614,270,537 19.66

7,168,989,106 16.37

5,981,878,204 13.66

2,682,645,946 6.12

1,574,599,486 3.59

657,915,410 1.50

43,805,298,689 100

Suggested Measures for World-wide Cooperation

By SiGNOR Francesco Quattrone
High Commissioner of Italy to the United States

THE Genoa Conference is one of the

greatest importance, not only in

the common historical sense, but from

the entirely new human point of view

which inspires its work. Not only is

it, in fact, the greatest international

gathering, but here is being laid the

cornerstone for a practical system of

the much needed world-wide coopera-

tion.

The Washington Conference has

attained success by creating a better

and more permanent feeling among
some of the nations of the world; the

Genoa Conference, by also inviting

those not present at Washington, will

complete and achieve, it is confidently

expected, a very much better and more
permanent feeling among nearly all the

nations of the world. It is true that,

technically, the United States of

America is not present at Genoa, but I

am sure its heart and spirit are there.

At a not distant future, when some of

the peoples in Europe realize that it is

highly essential to show a real deter-

mination to put their house in order,

abandoning war-time spirit and an
utterly reproachable system of alli-

ances; when still others think and
practise so as to convince the people at

large that there is only one world
standard of national and international

honor, then perhaps the United States

will sit at a still greater conference and
be, on account of its moral position,

the most powerful leader in reconstruc-

tion work.

Liquidation of Over-built
Facilities

Industrial Europe, as well as in-

dustrial America, is sufferingon account

of over-built facilities; everybody to-

day, it is only human, wants to produce

and sell. Not a great many people

are able to buy: there is a lack of

purchasing power and if we want to
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restore healthy conditions in the

world's business, we must reduce our

imperialistic trade plans and try to

approach normalcy first by granting

to those who are in need, the possibil-

ities of recuperating their purcliasing

power, and by lifting—as far as is

possible, and consistent with the life of

every nation—^those trade barriers

now in progress of construction. Take
for instance, the United States; in

1914, prior to the War, this country

had normal producing and manufac-

turing facilities to meet the needs of

101 millions of people, plus 5 per

cent for foreign business, in this way
meeting the needs of 106 millions of

people. From 1914 to 1921, such

facilities were expanded to 175 per cent

of the existing facilities of 1914, so

that on Armistice Day in 1918, the war-

time-created facilities of the United

States had reached a capacity of 180

million people. Those facilities exist

today and they can and are taking care

of the national domestic needs on a

seven months' basis. In a word, this

country's producing facilities can do its

1914 business in six or seven months.

The commercial interests of this

nation have largely liquidated their

inventories and debts since the War,
but not that large increase of facilities

which was created for war purposes.

This reduction, now under way, must
continue for the next few years until

the national facilities of this country

arrive at a point where they can take

care of the normal domestic needs and
a reasonable per cent of surplus to

meet the requirements of the outgoing

foreign trade.

To give an illustration, may I

mention the sea-going steel and iron

steam tonnage owned by the principal

maritime countries of the world. In

1914, there were 42,514,000 gross tons;

in 1921, there were 54,217,000 gross

tons, an increase, after taking care of

war losses, of 11,703,000 gross tons of

larger and more eflScient ships. The
United States had in 1914 only 1,837,-

000 gross tons which by 1921 it had
increased to 12,314,000 gross tons.

When one realizes that the normal
world's international trade and ship-

ping had approached its peak in 1914
and that 42,500,000 tons of shipping

easily moved that trade, you will see at

once why with 11,700,000 added ton-

nage in 1921, the value of shipping has
fallen down from $200 a ton dead-
weight to $20 and that, for some years

to come, many ships of the world will

not find cargoes. I believe that instead

of still building new ships, and there

are 7,300,000 in course of construction,

all the nations of the world should
meet together and apply Mr. Hughes'
policy of scrapping battleships, to the
already dangerously sick body repre-

sented by the maritime commercial
fleets of the entire world. The result

would be fewer failures of private and
government enterprises and very much
healthier conditions for every country
concerned.

I have referred only to shipping, but
the same state of over-built facilities

exists in nearly every industry, taken
as a whole, in this country, except the

farming industry, where normalcy of

production can and will come very
quickly.

There is no country in the world that

may consider itself immune from the
necessity of liquidating its facilities

and we are confronted today with the

necessity of considering the world's

business as a process of liquidating the

troubles of the world-corporation, in

which all the countries, as individual

units, are participants. To do this, is

required a better knowledge of each

other's needs. Knowledge of each

other comes as the result of more
mutual and frequent intercourse. In
applying this axiom to the life of
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nations, we realize that the present

situation requires a better knowledge

and consideration of the different

resources of each country, so that

international credit relation and inter-

national buying power may be estab-

lishedunderproperandsound principles

.

The sooner such principles are applied,

the nearer will be the approach to

normalcy and safety and the establish-

ment of the economic equilibrium of

Europe, completely destroyed by the

late war.

Restoration of Russia

No one today will attempt to conceal

the fact that a Germany reduced to

desperation and a famine-stricken Rus-

sia are the unsound links of the chain,

which, prior to 1914, was wonderfully

driving the European economic engine.

Therefore, sincere, honest efforts must

be made not to have a mad Germany,
or a still wilder Russia. Germany,
even temporarily without the Saar

basin and the rich Silesian coal fields,

definitely deprived of her colonial

possessions, not to mention.the mer-

cantile fleet or other properties seized

by or surrendered to the Allies and
other countries, including the United

States, has a very much greater

recuperation power than Russia, al-

though she is not possessed of the

wonderful and immense natural re-

sources of her Russian neighbor.

Industrially speaking, Russia, prior

to the War, had been in the hands of

intelligent foreign enterprises; the

grand dukes and potentates dominat-

ing these were satisfied with royalities

coming from large estates probably

not directly known to them. For
instance, heroic Belgium alone had in-

vested there nearly 100,000,000 pounds
sterling. During my mission in Russia

in 1912, travelling from north to south,

visiting the Donetz coal basin, I had
the pleasure of meeting several Belgian

mining engineers representing invest-

ments of large resources, giving life

and wealth to the inhabitants of that

region. Russia still needs foreign co-

peration in the pacific and honest

development of her resources. But
there are no resources which can be
utilized or developed for the benefit of

Russia and Europe unless the Russian
system of transportation, utterly de-

moralized and destroyed first by the

War, and lately by the material impos-

sibilities of planning anything con-

structive, shall, upon Russia's adopting

and establishing world standards of

property and honor, be put in proper

and efficient shape.

Experience has now demonstrated to

Moscow that the time for doctrinaires

and fallacious new experiments of a
Utopian character is gone and that

the era for constructive work must be
approached. The Russians would go
back to work; but how can they do it?

All the European observers have agreed
that the Russian system of transporta-

tion must be restored. In order to

help Russia, offers of rolling stock have
been made, but, under the conditions

now prevailing in different European
organizations, it is a practical im-

possibility to attain speedy quantity

production, yet this is an essential

requisite if the greatest problem ac-

countable for the reconstruction of

Russia shall be properly met. Here
comes the important part that Ameri-
can industries can play in the rehabili-

tation of Russia and of Europe. There
is no use sending millions of tons of

agricultural implements, machinery,

etc., unless in due time such shipments

can reach the point of final destination.

Every enterprise which does not first

take into deep consideration the trans-

portation problem of Russia, is un-

doubtedly destined to failure and the

responsibility for it will fall upon all

the great powers of the world.
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Everj'one agrees, also, that Germany
is an essential factor in the reconstruc-

tion of continental Europe, but if the

Russian machinery can he put in

fairly good shape, the economic engine

of Europe will reestablish its rhythm
and Europe will be on its feet again.

Summary

To summarize, it is my firm belief

that the general reconstruction of the

world's business may be and will be

hastened by:

1. Making up for the inevitable errors

embodied in the Treaty of Versailles;

2. Continuing to create and maintain a

spirit of mutual confidence among the

principal powers of the world;

S. Creating of world machinery for inter-

national credit, currency and exchange

problems;

4. Promoting an international "peace

holiday " followed by immediate reduction

of land armaments;
5. Redistribution of raw materials so as

to insure, as far as possible, the minimum
indispensable to the life of every nation;

6. Rechecking of international war debts

on the basis of cost and not profit to the

lending powers;

7. Cancellation of that part of the inter-

national war debts representing direct or

indirect profit to the lending powers;

8. Refunding of international war debts

into long-period obligations whose maturity

and payments of principal and interest, as

well as rate of interest, shall be determined

not according to general rules or policy, but

after taking into account the resources of

each debtor nations; principal and interest,

when due, to be paid at the rate of exchange

prevailing in 1914, and not, in any case, to

exceed that prevailing when war loans were

made.
9. Revising of war reparations clauses so

as to fix the amount to be paid in cash and
goods independently of any other condition.

10. Recognition of the Russian govern-

ment under conditions established by joint

conference of the powers represented at

Genoa and the United States, a recognition

which should be kindly and eagerly sought

for by all.

Above all else, to the restoration of

Europe, restoration of confidence is

essential. The Genoa meeting has be-

gun the work for the reestablishment

of cooperation and mutual respect and
confidence. Let us hope that other

peoples who have to their credit

unblemished records of high, unselfish,

unbiased achievements will, as soon as

conditions will permit it, join hands

with Europe and proceed together

onward to the reconstruction of a

better world.

Economic Reconstruction of Germany
By Karl Lang

Charge d' Affaires, German Embassy

WE have all heard much of the

Treaty of Versailles and yet

how many of us have actually read the

Treaty and understood its various and
complicated clauses.'* We have all

heard it said that Germany is not

fulfilling her obligations imder that

Treaty, obligations she was forced to

sign, and that this non-fulfillment is

owing npt to Germany's incapacity to

fulfill, but to her unwillingness to

fulfill the obligations imposed upon her.

Now I cannot hope to put before you
all that Grermany has done in the last

few years in order to show you in full

how much Germany's capacity in the

fulfillment of the Treaty of Peace is

limited and that Germany, however
hard she may try, cannot go beyond
this capacity, but I should like to give



Economic Reconstruction of Germany 17

a short outline of the actual situation

as it is at the present day in Germany
that you judge for yourselves and form
your own opinion as to what Germany
has done and what she can do in the

future.

Germany, as you know, is situated

in the centre of Europe. Almost all

European highways of commerce from
the North Sea and the Baltic Sea to the

south of Europe and between the east

and the west of Europe have always

passed through Germany. This fact

alone shows how dependent upon each

other are the nations of Europe in

questions regarding transport, and in

the same way each of the countries of

Europe has always produced some mer-
chandise of a peculiarly excellent

quality favored in predilection by the

others. Thus since olden times Euro-

pean nations have been linked together

by mutually buying and selling from
each other. And since the United

States developed her natural resources,

she also has participated in this in-

ternational economic intercourse.

During the last fifty years Grermany

had developed into one of the largest

workshops of the world. In ever-

increasing quantities she bought raw
materials from other countries and
was in this regard one of the best

customers of the United States, from
whom she procured enormous quan-

tities of cotton, copper, grain, lard and
other such commodities. These ex-

ports of the United States to Germany
amounted to more than 13 per cent of

the entire export trade of the United
States. The raw materials imported
into Germany were there manufactured
with the purpose of reexportation.

Even in the years before the War there

was never an excess of exports over

imports in Germany; a balance was
always established by income on
investments abroad and international

shipping service.

Immediate Effects of the War
At the end of the War Germany

found herself deprived of nearly every

kind of raw material. Her foodstuffs

were by far insuflficient to feed her

population, her soil was completely

exhausted throughthe lack of fertilizer;

her cattle were underfed and her popu-
lation was starving in consequence of a

blockade which was maintained for

about nine months after the cessation

of hostilities. To meet the most
urgent demands for raw materials,

foodstuffs and fertilizers, the trade

balance and the paying balance both
necessarily had to become unfavorable

for Germany and will remain so for

years. German private property in

the victorious countries was expropri-

ated. I may mention here that the

United States so far has not joined

these proceedings and if it adheres to

this policy of regarding private prop-

erty as sacred, everyone will know in

which country to invest his money
where it will not be touched in the event

of international trouble's occurring in

the future. Germany's colonies were

taken from her as well as rich parts of

her territory, such as the coal fields in

Upper Silesia and of the Saar Valley,

as well as her mercantile marine and a

considerable part of the railway stock.

With all these losses Germany is yet

obliged to deliver to the allied nations

continously large amounts of coal, dies,

chemicals, etc., without any reim-

bursement whatsoever. Since the

Treaty of Versailles up to April last

the wealth of the German people has

been cut down by not less than

approximately 45 billion gold marks,

made up as follows:

Billion

Gold Marks
German property abroad liquidated ... 11.7

Tonnage handed over 5.7

State property in ceded districts 6.5

Railway and traffic material handed
over 2.0
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BiUion

Gold Marks
Deliveries (non-military) in kind 5.8

Forfeiture of German claims against

Germany's former war allies 7.0

Saar coal mines 1.1

Deliveries of coal (value as per world

market price) 1.8

Cash pajonents on reparation account. 1 .8

Miscellaneous items 8.2

Total 45.6

I do not think that this deficit finds

a parallel in the history of nations.

In this total the equivalent for the

ceded West Prussian territory as well

as Upper Silesia is omitted. K these

two most essential items are included,

an aggregate considerably exceeding

100 billion gold marks will be reached.

Also, the value of the lost colonies is

not taken into account. Furthermore,

the exhausted country is charged for

the maintenance of the various com-
missions of the victorious and creditor

nations in (Jermany at the cost of the

population. I may, for instance, men-
tionthe Reparations Commission which
consists of 171 persons and the costs of

which amoimt to 32 million marks a

month. The commission which pur-

poses the control of the disarmament

of Germany costs no less than 23

million marks a month and consists of

about 1,500 persons. I quote these

figures from a speech made by Lord
Newton in the British House of Lords.

The So-called German Prosperity

Foreigners, however, traveling in

Germany and getting only superficial

glimpses of the conditions there, are

easily led into a misconception of the

true situation. Factories are nmning
and very little unemployment is notice-

able at present; one might even

observe certain signs of luxury in the

larger cities, especially in the hotels

frequented by foreigners, who often

come.to the conclusion that a certain

prosperity exists in Grermany. What

is the real truth about this so much
talked of prosperity in Germany?
This prosf)erity is to a very great

extent absorbed in a two-fold manner,

non-existent before the war: (1) by the

payment of reparations; (2) by the

increased imports of foodstuffs owing to

the decline of German agricultiu^. Let

me put that somewhat more explicitly.

The reparations paid by Germany
during the course of the last year

amounted to Ij billion gold marks.

This sum is the product of work done

during one year by a million German
workmen and women. The imports of

foodstuffs, greatly increased owing to

the decline of German agriculture, and
the loss of German territories amounted
in value during the last year to 2

billion gold marks and this, again, is the

product of work done by a million

Germans during one year.

Thus millions of Germans have

every year to work in order, to a

certain extent, to bring about economic

conditions as they were before the

War. The work of millions of people

is done and no compensation achieved.

Thus whereas employment in the

country may be widespread, it is

anything but productive. As for the

profits of Germany's enterprises, they

may be illustrated by the consideration 1

that if a company distributes, for

instance, a dividend of 20 per cent in

paper marks, this is only J^ of one p)er

cent of her plants constructed during

the times of gold mark currency. A
dividend of 100 per cent in paper

marks would be only one-half of one

per cent of the gold mark value of the

plants. In the meantime, the index

figures for the maintenance of a family

in Grermany in August, 1921, have

reached 14 times those of the times

preceding the War. In March, 1922,

they were 32 times as great. Prices

for grain were then 53 times as much
as in August, 1914. The consumption
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of meat in 1921 was only 40 per cent,

the consumption of bread only 24 per

cent of that of pre-war times. The
standard of living of the German popu-

lation is now far below the standard of

that in any other European country.

The middle classes, formerly the pillars

of order and of intelHgence, by whom
formerly most taxes were paid, have

suflFered beyond description and are in

a state of dissolution.

Decline of German Currency

So much for the facts of the so-called

present German prosperity. I may
add a few words concerning the decline

of the German currency. When the

War came to an end, the value of the

paper mark was only 40 per cent of the

gold mark. Forced payments, ex-

cessive imports over exports, could not

be met by any other means but by
selling marks abroad. This led to a

permanent decline of the value of the

mark, which in turn brought about a

rise in prices, wages and salaries, thus

increasing the demand for paper cur-

rency in circulation. Ever since the

reparation payments began, the decline

of the mark value became still worse,

for there was no other means for the

German government to procure the

missing amount due, but to buy
dollars, pounds sterling or francs in

the money market. No financial ex-

pert in the world has been able as yet

to give sound advice as to any other

course of action.

To bring about sound economic

conditions in Germany, it would be

necessary, first of all, to balance the

budget, but there, again, no expert has

as yet been in a position to say how
this could be done as long as the de-

valuation of the mark continues.

Germany has achieved a balance of the

state railway and the postal budgets

by increasing passenger and freight

rates, by dismissing more than 40,000

employed, etc., and has abandoned
the system of giving government food

subsidies to help the poor, who are

themselves unable to pay for what they

need. In the budget for 1922 there

were then 300 billion paper marks on

the expenditure side. Of these ex-

penditures, there were only about 100

billions for the interior needs of the

country and not less then 200 billions

for the execution of the Versailles

treaty. Since this budget has been

drawn up, the renewed devaluation of

the mark has almost doubledthe above-

mentioned expenditures. From this

it appears that the balancing of the

budget depends entirely on the rise or

fall of the mark. If the mark falls at

such a rate as in the last few months,

it is impossible to follow with new
taxes quickly enough to enable a

balancing of thebudget . Consequently,

new paper marks must, of coiu-se, again

be issued. This does not apply to the

reparation budget which cannot be

balanced at all under the present

conditions.

Taxes

As for new taxes, the German taxa-

tion is already the highest of all

European countries. In an appendix

to the note of the German government
of January 28, are given taxation

figures in Germany, FranceandEngland
which clearly show that the German
taxpayer pays a higher percentage of

his income than the taxpayers in other

countries. These figures were printed

in the New York Journal of Commerce,

April 6. Still higher taxes are not

likely to bring greater revenues; they

would only lead to a depression in

business activity.

According to the unanimous opinion

of all impartial experts there is only one

method for the economic reconstruc-

tion of Germany and that is the speedy

and considerable reduction of the ex-



80 The Annals op the American Academy

aggerated reparation payments and a

breathing interval for at least a nunilier

of years in which no payments ought

to be made at all. Added to that must

be a considerable loan, in which Ger-

many hopes that the United States will

take part, for it seems that a collapse

of Grermany and consequently of other

European nations is inevitable if the

United States continues to stand aside.

i

Possibilities of the Economic and Financial

Reconstruction of Austria

By Edgar L. G. Prochnik
Charge d 'Affaires of Austria

THE present state of affairs in

Austria is the natural outcome of

the liquidation of the world's greatest

war, a liquidation which responsible

persons on both sides of the former

contesting parties have by now realized

and openly admitted to be a great

failure, one of the greatest mistakes

ever made in history. While all

Europe has, as a matter of course, to

bear for some time to come the dis-

astrous consequences naturally ema-
nating from a war of such dimensions

and duration, Austria, in particular,

was burdened with additional weights,

so ponderous that they would have
crushed even a strong and flourishing

coimtry just emerging from a period

marked by a normal and prosperous

development of its economics. Austria

was expected to shoulder this burden

at a time, when a protracted war,

during which she was hermetically shut

out from contact with the outer world,

had entirely depleted her resources.

When the war closed, there was no food,

no coal, no raw materials in the coimtry

and the system of communication was
at a breakdown. Austria, emerging

from the war a bleeding, mangled
body, was expected immediately to re-

arrange her whole economic structure,

to transform herself by magic power
from a self-supporting country into one

that could secure a livelihood for its

population only through an extensive

production and export, and this at a

moment when there was hardly any
means of production left in the country,

and no solvent buyer stirring abroad.

Economic Effects of New Bound-
aries

Austria's financial troubles first

started with the fixing of her bound-
aries. She has, indeed, the rare but

sad distinction of being a country

without boundaries, i. e., without

natural, or ethnographic, or economic

boundaries, suggesting in her outlines

rather the tracings of a youngster who
was left on a highchair playing with a

map of Europe andsome colored pencils,

than the cartographic reproduction of

a geographical unit.

Her troubles started, moreover, with

the total lack of any plans which
might have been adopted in order to

mitigate, as much as possible, the

disastrous results of the political

dismemberment of the former Austro-

Hungarian Monarchy, on the delicate

structure of its economics. It was this

total disregard of the economic inter-

ests, manifested, for instance, in the

nostrification of the notes of the former

Austro-Himgarian Bank by the various

countries which were created by the

dismemberment of the former Dual
Monarchy or to which territory of

I
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said empire was transferred, that sent

the Austrian currency tumbling down.
The way in which the liquidation of the

former Austro-Hungarian Monarchy
was transacted, could be justly likened

to a settlement of an estate in probate

or bankruptcy proceedings, which
should open with a decree of final

distribution, followed, six months after

enforcement of this decree, by an order

to ascertain the assets and liabilities

involved.

Austria suddenly found her whole

industrial machinery thrown into hope-

less confusion. Entire branches of

industrywere technicallydismembered,

a process of dissolution which affected

even individual corporations. Cotton
manufacturing concerns, for instance,

found their spindles separated from the

looms, the looms from the finishing

plants and place of distribution. Al-

most insurmountable obstacles sud-

denly arose in the form of boundaries

between steel manufacturing plants

and the mines which used to supply

them with coal and ore. The same
state of affairs uprooted the whole
system of trading and banking, the

main oflBces being unable to get in

touch or to transact business with

their branch offices and affiliated

companies.

New boundaries dissected the rail-

roads, regardless of system, leaving

whole sections without terminals, points

of junction, roundhouses or repair

shops, and crippling traffic in Central

Europe almost beyond any possibility

of repair. The natural consequence

was a tariff war between the Succession

States waged with such intensity as the

world has never before experienced.

These were the general causes from
which grew the present financial con-

ditions of Austria. They are not

mentioned here with any intention to

bewail spilled milk, or with any desire

to prolong useless criticism of past

events, which cannot be undone. If

the author has dwelt somewhat length-

ily on this painful subject, he was
prompted to do so by the belief and
hope that almost all nations, neutrals

as well as those directly concerned in

the last big strife, are beginning to

realize that Europe, nay the whole
world, cannot be brought back to

normal conditions unless they all pick

up sufficient courage to attack the

malady at its core, and to sound the

wound as deeply as they can possibly

stand the pains.

The Food Problem

The signing of the Armistice, as you
know, did not mean for Austria the

end of her sufferings. The grim work
of the Reaper did not cease when the

Austrian people laid down their arms.

Death, it is true, no longer looked for

its victims on the battlefields, but

invaded the peaceful homes of the

Austrian people, where women and
children and the aged, weakened by
long privations, fell an easy prey to the

merciless strokes of his scythe. Austria

had to face a most difficult food

problem, which was another factor, or

rather, the main reason for the disorder

into which the Austrian finances were

thrown. This food problem made it

impossible to establish even the sem-

blance of a budget. I am well aware
of the fact that the ways in which this

problem was handled met with criticism

from many sides, especially from those

who believed in abolition of food con-

trol by the government. I think,

however, that the future will acknowl-

edge the wisdom of this measure, as in

the first years after the Armistice a free

trade in food supplies would un-

doubtedly have meant starvation for

at least two-thirds of the population,

unable to cope with the skyward move
of the prices. I hardly believe that in

the first twenty-four months after the
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War private concerns conld have

obtained the necessary food sujiplics

through purchase abroad.

But the mere fact that Austria had
to buy food abroad, i. e., to pay with

gold-edged securities, must needs have

a depreciating effect on her currency,

since there was no means of counter-

balancing this ever-increasing liability

by an halfway adequate export. The
more food was bought, the larger

grew the margin Ijetween the Austrian

kronen and the gold standard; and the

more the Austrian kronen sank in its

pm-chasing power, the faster the note

press had to work. The Austrian

government and its advisers well knew
that salvation could not be found in

keeping the printing presses well

greased and running at full capacity,

but, in the absence of other efficient

ways and means of replacing this

faulty system, it had to be kept up, in

order to prevent a general breakdown
accompanied by starvation and all

kinds of political and social upheavals.

As you may know, the system of

selling bread and flour to the people

at a cost far below the purchasing price

created an ever-growing deficit, which

threw the budget into disorder and
made futile any effort to bring about

some semblance of a balance between

revenues and expenditures. This sys-

tem has since been abandoned, but not

verymuchwas gained thereby, aswages
and salaries had to be accordingly in-

creased to enable the employes to keep

pace with the skyward move of the cost

of living. People engaged in trade,

agricultural production, or manufac-

turing of goods, automatically raise

their earnings with the increasing cost

of living and, vnce versa, increase the

cost of living by their constant demand
for higher wages. The whole brunt of

the catastrophe is, therefore, weighing

on that class of the Austrian population

which derives its means of livelihood

from fixed salaries, i)ensions, rents,

interest on savings account, and re-

muneration for professional services

and intellectual work. This class of

the population, crowded together in

the cities, particularly in Vienna, and
falsely and unjustly styled the unpro-

ductive class, offers under the present

state of affairs one of the most trying

problems in the solution of Austrian

financial difficulties.

Government Employes

We have repeatedly heard in the

last few years the slogan: "Away wit!

the many government employes, foi

what does a country as small and pool

as Austria need with so many officials^

who merely are unproductive con-!

sumers?" This battle cry, inventec

by somebody in the crowd, has beei

thoughtlessly picked up and sung ii

many variations. A census of govern-I

ment employes was given out, and thel

stupendous figure of over 200,000, nay I

almost 250,000 was named, and com-j

pared with those of bigger countries,

where not nearly as many people are

employed in the public machinery.

The government of Austria was urged

to reduce the number of government

employes, and, in the hope of cutting

the expenditures, actually took up the

problem of demobilization of the public

workers.

But soon the fallacy of the ex-

aggerated statements became apparent.

People had overlooked the fact, that

over 60 per cent of these state employes

are engaged in the operation of rail-

roads, telegraphs and telephones, which

means of public utilities are, as you
know, managed in Austria by the

government. Such people would not

be called officials if the railroads, tel-

egraphs and telephones were operated

by private concerns as in many other

countries. All the judiciary apparatus

is governmental; the greater part of
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the personnel engaged in public educa-

tion, i. e., the teachers and professors

in the high schools and universities,

are government officials. There are

industrial enterprises (the salt and
tobacco monopolies for instance) in

which the government is concerned

and the people engaged therein are

called officials. Furthermore, a vast

extent of public forests is taken care of

by government foresters. There is,

also, the small but costly army with

which against her . wish and will

Austria was presented by the signa-

tories of the Peace Treaty of St.

Germain. Finally, included in the

stated number of officials are the state

police and constabulary and so forth.

If all these persons were dropped from
the list of civil service, there would
remain a comparatively small number
of officials in the proper sense of the

word, too small to have a bearing on
the problem in question, even were

reduction to be carried out to a degree

of entire abolition of the whole ap-

paratus of public administration.

The inflation of paper money, the

sinking of the exchange value of the

Austrian kronen, cannot be remedied

by mere cut of expenditures in the

budget and by increase of the state

revenues. The taxes have been and
still are considerably increased. The
rates of public utilities have reached

prohibitive heights. What is the

result? The people need more and
more paper money, and the govern-

ment receives in its coffers mountains
of money, which it has manufactured
only shortly before.

Austria may through internal meas-

ures and her own efforts contribute

to some small degree toward her

economic and financial reconstruction,

but the most essential aid is the help

from outside, in form of credits. I am
convinced that no one of the signa-

tories of the Peace Treaty of St.

Germain believed for a moment, at the

time of the signing of that document,
that without this financial help Austria

could maintain an independent exist-

ence.

Credit, the Keystone of the
Situation

The whole question of the rehabilita-

tion of Austrian finances hinges on
credit. To enable the realization of

such credit, Austria will have to pledge

her assets which were, or at present

still are, encumbered by claims of

. various countries secured partly under

the title of reparations, partly under
the title of relief. All these claims have
to be deferred, and, as is well known,
the United States of America has only

recently, in that true spirit of generosity

so traditionally characteristic of all

acts of this great nation, come to the

assistance of Austria and blasted a way
toward the country's rehabilitation.

I refer to the Joint Resolution re-

cently passed by Congress and signed

by the President, which, under certain

justified reservations, empowers the

government of the United States to

defer certain liens held against the

Austrian assets.

Credit is a matter of confidence, not

only in the political and social stability

of a country but also in its possibilities

for a favorable economic development.

As far as social and political stability is

concerned, I do not think that any
apprehension can still exist today in

regard to Austria. Austria had to

maintain her equilibrium in worse

times, when the waves of most re-

actionary social perturbations were
surging and tossing against her bound-
aries. All careful observers of the

conditions in Austria must admit that

this country offered a barren soil to

revolutionary sowing. Yet the Aus-

trian people in overwhelming majority

would not support any move which
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would lead to any unfavorable reaction.

They are most desirous to work out

in peace the difficult economic problem
facing them. The government, in

fact all the governments in force there

since the conclusion of peace, is guided

by the unshakable conviction that

Austria has strictly to adhere to obliga-

tions imposed on, and accepted by her,

with the signing of the St. Grermain

Treaty.

This principle is the keystone on
which Austria's policy is built up.

Austria realizes that she must maintain

this attitude for mere self-defence, if

for no other reasons. The Austrians

do not think for a moment of shoulder-

ing responsibilities for a failure in

compliance with assumed obligations,

only to be blamed, when matters do not

come out as is generally hoped. Austria

has within the last two years in her

legislative measures placed her whole
internal structure in conformity with

these obligations. She has never

opposed herself to the demands and
requirements made by the powers, and
has in this respect in some cases gone
even so far as to swallow her national

pride, and tolerate infringements on her

sovereign rights.

This loyal attitude deserves consider-

ation. With some leniency in the

execution of the treaty provisions,

especially in the economic and financial

clauses, the financial difficulties of

Austria could be considerably alleviated

and her credit strengthened. It is

essential for the rehabilitation of

Austria that she finally cease to be
regarded as the successor of the former

Austrian Empire, burdened with fate-

ful inheritance. There is no reason

why she should not, like the other

Succession States, be treated as a new
republic recently arisen from the

dismemberment of the Dual Monarchy.
The. outlook for her future would at

once assume a brighter aspect.

Possibilities of Credit

Hand in hand with the efforts to
secure adequate credit should go a
tendency to establish a wider base for

this credit. Austria alone may be too

small to offer a broad enough base for

an extensive rehabilitation plan, or

sufficient securities for a credit opera-

tion on a large scale. She must needs
be inserted into a bigger economic
body. As she is not permitted to form
a union with Germany, she must at

least look for an economic attachment
among her neighbors. The most
natural thing is an economic approach
to those countries which once formed
with her the Dual Monarchy, as there

undoubtedly exists an economic affinity

between them, even if the justification

for a political union or confederation

has been disapproved by the latest

events. This necessity has already

made itself felt, not only in Austria

but also in the neighboring countries.

A considerable step forward has been
made in the Conference of Rome and
Portorose. Matters cannot be rushed,

but the results achieved there are

greater than generally realized in

America.

The two most industrially progres-

sive parts of former Austria-Hungary,

Czechoslovakia and Austria, for in-

stance, have already found a way to

overcome their differences, and to

establish closer ties in their mutual
economic relations. They have thus

formed a nucleus which will irresistibly

draw other neighboring countries into

a knot of common economic interests.

I see before me a gradual expansion

towards east and west of this economic
affiliation, regardless and in spite of

politicalboundaries. Moderneconomic
developments are fast teaching us to

forget our atavistic tendency to see in

political boundaries the confines of

common interests.
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I therefore believe that the economic

and financial rehabilitation of Austria

will best be effected by being included

in a general systematic plan, embracing

the reconstruction of whole Europe,

And I furthermore believe that this

niuch-talked-of credit should be raised

and distributed among the needy
countries only in conformity with this

systematic plan of mutual economic

cooperation, if the invested funds are

to be properly insured.

And now, you will ask me, what will

be attained in Austria with credit?

AH financial experts agree that the

first step to be made is the stabilization

of the currency, or better, the rate of

exchange. I shall not enter into details

in regard tothe solution of this problem,

as this is reserved for the world's

greatest financial authorities. The
next purpose of credit is to help to

bring Austria's natural resources to

better account: to increase her agri-

cultural capacity, thus reducing a great

item on the debit side of her trade

balance; to exploit her vast supply of

heretofore undeveloped water power,

thus eliminating the tremendous costs

of her coal imports, and to revive

industrial production, export and so

forth.

Austria's Securities

What are Austria's assets, the securi-

ties she is able to offer? The answer is,

her natural resources and the labor of

her population. These are the working
capital left to Austria with which to

build up her future. Austria's exist-

ence will be secured, at the moment
she is able to counterbalance by trade

the deficit in her food supplies. Austria

will never be able to grow all her

supplies within her own boundaries.

I am aware of contrary opinions,

substantiated by statistical figures. A
careful examination of them, however,

reveals errors, as, for instance, figuring

on a base of war rations, or neglect in

allowing for seeding and waste in

milling. I think that even under the

most favorable conditions 25 per cent,

at least, of the country's needed food

supplies will have to be secured from
abroad. Now this means a heavy item

on the debit side of its trade balance.

Austria's trade and industry, however,

could be slowly and gradually stretched

to cover this liability.

I shall briefly point out the possibili-

ties. Austria has an old, established

andfar-advanced steel industry, offering

great opportunities for further expan-

sion; she has a paper industry capable

of producing twice the quantity needed

for home consumption; her wood-
working industry is utilized far below

capacity. The same is the case with

the chemical industry. In this con-

nection I must not forget the leather

industry, especially the manufacture

of fancy goods, in which Austria and
Vienna in particular take a leading

place. All these industries will be

greatly benefited by a gradual ex-

ploitation of the two millions H. P.

of as yet undeveloped water power.

There are, moreover, the Austrian

Alps, conducive as the Swiss Alps, to

cattle raising on a large scale, and the

manufacture of dairy products.

One of the greatest assets of Austria,

however, is her geographical location.

Austria, in particular her capital, is

the natural exchange for the trade

between the western countries and the

Near-East and Russia, and for the tran-

sit from north to south. Vienna has

not attained her importance through

artificial means, but has developed

naturally to her present position as one

of Europe's most important capitals, on
strength of her location. It would take

me too long to dwell on the importance

of Vienna as a central junction of the

main lines of Europe's railway-system

and as the greatest harbor on the
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Danube, where goods flow in tlirough

easy channels of communication and
can find ah easy and cheap way to

further distribution into the Balkan
countries and the shores of the Black
Sea. Due to this fortunate location a
particular branch of jobbing has for

many generations established itself in

Vienna, specializing in the eastern

trade and generally recognized as

unsiupassed in its eflSciency. This

plan of developing Vienna into one of

the most important jobbers of Europ)e

is deserving of due consideration.

When we look closer to the chances and
possibilities of Austria's future, things

look at once bright and cheerful. All

Austria needs in order to efiFect this

necessary transformation of her eco-

nomics, is assistance in developing her

resources. In other words, she needs

credit, and only credit can save her.

She must be carried over the time
which is needed to rearrange her whole
economic structm-e, England, France,

Italy and Czechoslovakia have, as you
know, recently come to her assistance

with advance credits, the forerunner,

it is hoped, of the great systematic plan

of rehabilitation.

Participation of America

But one dark spot on the horizon is

the absence of the United States of

America from among the powers
planning the reconstruction of Europe.

It does not behoove me to comment
on the advisability or non-advisability

of America's active participation in

this work under present circumstances.

I do wish, however, to voice a general

hope that the time is near when the!

events and conditions in Europe will sol

shape themselves that the wise leaders]

of America will consider the proper]

moment come to ascend the stej

leading to the supreme bench reserve

to the "arbiter mimdi." This wish

expressed in consciousness of the great

moral influence which such a decisioi

would have on the whole world, for

there is undoubtedly no power oni

earth, which with a clearer conscience!

could take over this exalted function

of a Righter of the World, as the

United States of America, fully im-l

partial to all kinds of p>etty jealousies

and selfish reasons, and partial only to

the welfare and interests of mankind,
justice and genuine lasting peace.

The Industrial and Financial Situation in

Great Britain and Its Remedies

By John Joyce Broderick
G>mmercial Counsellor, British Embassy

THE fundamentals of the British

position, fortunately, are very
simple. They scarcely need to be
stated, much less to be examined in

detail, especially since the important

events and movements which take

place in England are generally very

fuUy reported in the American press

and followed by the American business

pubhc almost as closely as the situation

in the United States itself. However,

I
it is sometimes useful to restate

fimdamental facts, especially when you
are considering remedies for existing

evils, or endeavoring to find ways and
means of meeting difficulties with

which you are confronted, and that

must be my excuse if I should api

to be too elementary in what I say.

An official estimate made a littk

before the outbreak of the Europeai

War indicated that we had in Greaf
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Britain and Ireland a total population

of a little over 46 millions to an area of

120,651 square miles and a density in

England and Wales of 618 persons to

the square mile. That is an elementary

fact but impressive when you think of

what it means. The growth of this

population has synchronized with and
been caused by or based upon the

rapid growth of machine industry.

PFor the sustenance of this population

(and of the livestock maintained in the

country) the United Kingdom im-

ported in the year 1913 under the

general heading of Food, Drink and
Tobacco, goods to the aggregate value

of £295,000,000 or, at $5 to the £,

about $1,475,000,000. The tobacco

imported might, perhaps, be regarded

in the nature of a luxury, and it is

obvious that, in this country, most
people would be inclined to place a

considerable proportion of the imports

of drink as in the luxury class. At
a pinch, considerable reductions could

doubtless be made in the quantities of

actual solid foodstuffs brought from
overseas, and considerable reductions

were made, in point of fact, during the

war years when the tonnage for trans-

portation was limited and when the

resources of the population were being

progressively limited by the stress of

the war. It remains true, nevertheless,

that the United Kingdom cannot

support her large population on her

own domestic food resources, but has

been and will continue to be obHged to

purchase enormous quantities of grains,

meats and other provisions from over-

seas countries. These food supplies

are paid for, in part, by shipping and
financial services rendered to overseas

countries and by the annual interest

on British overseas investments, but
in the main they are paid for by ex-

ports of manufactured and partly

manufactured articles supplemented

j
by the exports of coal. As the Prime

Minister recently stated at Cannes,

"Britain lives by her exports."

Now, the production of manufac-

tured goods renders necessary a very

large annual importation of cotton,

iron ore, copper, wool, lumber and
other raw materials of industry. In

1913 the total value of our imports of

raw materials and articles, mainly
unmanufactured, reached a total of

£269,939,720 or, approximately, $1,-

350,000,000, and these imports had to

be paid for by further shipments of the

products of industry.

Of course, a large proportion of the

output of British factories is absorbed

by the domestic demand created by a
population of over 46 million people.

The domestic market is a highly

important market from the point of

view of the British manufacturer.

He regards it as, and it is, the sub-

stantial groundwork of national in-

dustry, but the purchasing power of

the population is vitally affected by
and, in the final analysis, dependent

upon a flourishing overseas trade. So
the real key to the position and pros-

perity of Great Britain over a series

of years is her exported surplus of

manufactures and the volume of her

earnings for shipping freight, insurance,

financial and other services—her over-

seas balance in fact.

A short consideration of the position

of her great export industries will,there-

fore, give you a fairly clear idea of her

industrial and financial situation. All

her industries were seriously damaged
by the War, damaged to an extent only

too keenly felt by those actually en-

gaged in and dependent upon them,

but scarcely appreciated abroad. A
very heavy decrease took place, for

example, during the war period, in the

actual output of all industries which
were not considered strictly essential

for war purposes. The ranks of their

laboring forces were thinned by sue-
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cessive drafts upon their men, either

for semce on the firing line or for

diversion to the production of war

requirements. Their supplies of raw

materials were progressively curtailed,

and, with the exception of the shell

factories, there were only two groups

of industries, namely, the metal and

the chemical industries, in wliich the

number of men employed during the

war period showed an increase. The
output of these two industries, it need

scarcely be added, was entirely de-

voted to war purposes.

The coal-mining industry sufiFered

with particular severity, not only

because the labor engaged in it was
seriously curtailed, over half a million

miners having been called to the colors,

but also because such a seriously

diminished mining force could main-

tain output at a reasonably safe

level only by working the easily won
coal and leaving the more difficult

seams to be worked when the War was
over. Hence, an enormous amount
of new and difficult development work
has had to be undertaken in the coal-

mining industry since the Armistice,

as an essential prerequisite of increased

coal production. The depreciation

of plant and the shortage of tubs

presented additional difficulties in this

industry which could be only gradually

overcome.

I think it is unnecessary to go into

further detail on these matters, and I

mention them only to show what
serious problems confronted British

industry after the War was over. It is

not an exaggeration to say that the

export trade had been practically

allowed to go by the board, more
especially the trade with distant mar-
kets which would, in any case, have
required the use of considerable ship-

ping tonnage for its maintenance.

Then the reabsorption into industry

of the armies which had been fighting

in France, in the Near East, in Meso|
tamia and other battle fields present*

tlie gravest difficulty, because it was
found impossible to demobilize them
in accordance with reviving require-

ments of industry. The Ministry of

Reconstruction had worked out a very

carefully laid plan of demobilization

under which we were to demoblize

first of all the men who belonged, or

had before their war service belonged,

to the pivotal industries upon which
the industrial pyramid stands, and
then the men belonging to the next

higher important industries, and so on,

until we completed the pyramid; but,

in order to do that, we should have had
to demobilize, in the first place, the

very men who had been the last to be

called to the colors, and that did not

satisfy the men. The men who had
been first called to the colors were not

willing to agree that those who had
come last should be the first to be

discharged. The situation became so

difficult that the whole demobilization

scheme of the Ministry of Reconstruc-

tion had to be scrapped, and the troops

had to be demobilized according to

regiments—in an unregulated way, so

far as the industrial situation in the

United Kingdom was concerned.

All these and other factors, including

the increased difficulty of securing

certain raw materials even at inflated

prices, and the vitally important

difficulty of regaining old markets or

finding new outlets for industrial prod-

ucts, seriously retarded reconstruction.

Some of them have been partially

overcome, but some, such as the

question of markets and of effective^

demand from foreign countries, hav<

increased in difficulty in the meantime^

Coal and Other Industries

The question of coal supply and ol

coal exports is one of peculiar im^

portance in the British industrial anc
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commercial situation. The total out-

put of British coal in 1913 was about

287 million tons, of which 94 million

tons were exported as cargo and

bunkers. In no single year during the

War or since did either the output or

the exports again reach those figures.

Delay in recovery is due to some ex-

tent to the factors I have already

mentioned, namely, the practical ex-

haustion of the more easily worked

seams and the depreciation of equip-

ment, but it is due far more to labor

disturbances and controversies re-

garding the organization and national-

ization of the industry. A strike which

took place in 1919 is held responsible

for a loss of about 14 million tons of

coal, while the loss entailed by the

strike of last summer is quite incalcula-

ble. One result of that strike was
that the total output in 1921 was the

lowest recorded for thirty-five years,

amounting only to 163^ million tons

as compared with 229 million tons in

the previous year and 287 million in

1913. It is interesting here to note a

somewhat encouraging change which

has taken place in the cost of coal

production since the mines have been

restored to private operation. During

the first three months of 1921 the net

cost of production, excluding capital

charges, was forty shillings a ton, wage
costs representing 29/8 a ton and
other costs 10/7. Work was resumed

in the mines after the strike, in July.

The number of men employed in the

industry was reduced between then

and November by about 160,000 and
by the end of the year the cost of

production in Great Britain as a whole
had declined from forty to twenty
shillings a ton. Output per man was
also increasing and the prospects in

many of the coal fields had greatly

improved. Another encouraging sign

was a marked revival of foreign de-

mand for British coal and a consequent

increase in exports, which are still,

however, far below the 1913 level.

In most other industries, also, the

year 1921 was one of unexampled
depression. Stagnation in the iron

and steel industry which the coal

stoppage had brought almost to the

verge of collapse may be appreciated

from the fact that the total output of

pig iron for the whole year amounted
to only 2,611,000 tons as against 7,-

967,000 tons in 1920 and 10,200,000

tons in 1913, while the production of

steel ingots and castings which stood

at 7,665,000 tons in 1913 reached only

3,625,000 tons in 1921. The chief

cause of these declines was a rapid

drop in prices, which set in at the very

beginning of the year and continued on

the downward grade until December.

Exports of pig iron in 1921 were only

one quarter of those in 1920, but the

exports of finished iron and steel, on

the other hand, showed a tendency to

increase. The present outlook is

somewhat more encouraging as there

are large postponed railroad and other

requirements to be filled and a further

reduction of fuel and transportation

charges is to be expected.

Similarly, in the textile industries,

which together give employment in

normal times to well over a million

persons and which account for about

one-third of British export trade in

manufactured goods, the record of

1921 has been one of severe depression,

short hours and unemployment. So

far as the cotton industry is concerned,

wide fluctuations in the price of raw
cotton prevented steady production.

Since the close of the year, however,

some slight improvement is noticed in

certain standard lines and a stronger

export situation is developing. Ob-
servations of the same general character

might be made about the woolen

trades, which passed through a very

unsatisfactory year in 1921 but which
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have somewhat brighter prospects

now, chiefly because of the progressive

exhaustion of stocks of high priced

goods, the cheapening of raw material

and of fuel costs and because of post-

poned demand.
The shipbuilding industry accounts

in normal times for an important

proportion of our export trade. It is

an industry in which Great Britain has

held the lead for a long time. In 1921

its actual tonnage launched reached

about 1,600,000 tons as compared
with 2,150,000 tons in 1920. Un-
fortimately, however, these launch-

ings represented the completion of old

contracts and the new orders received

in British yards were scarce and
comparatively small. This is by no
means surprising when one considers

the reduction in world-trade, the conse-

quent state of the freight market and
the fallen values of mercantile tonnage.

Hopes for the future in the shipbuild-

ing industry of Great Britain are

based up>on the age and condition of

much of the tonnage now in operation

as well as upon the expectation of a
definite, if slow, increase in interna-

tional traflBc.

Unemployment and Remedies

These short sketches of the condi-

tion of some of our most important

export industries in 1921 taken together

present a gloomy picture and it would
be still more gloomy if I referred to the

unemployment of labor springing from
the conditions in the industries I have
touched upon and similar conditions in

most other trades. Unemployment,
in fact, has been one of our most
serious political as well as social

problems during the past nine or ten

months. The actual figures of im-

employment are not in my possession,

but I understand that they amounted
to some 2,000,000 persons out of work,

and there are abundant indications

that the situation has been and still

is a serious one—so serious that

Parliament, although recognizing that

its cure depends upon the energy and
application not only of the workers in

the United Kingdom, but also of those

in countries to which the United
|

Kingdom sells its products, has

nevertheless felt it necessary to adopt

certain measures of relief. A special

session of Parliament was called in

October, 1921, to deal with this very

question, and agreed to vote funds in

aid of various kinds of relief work then

in existence. It was agreed, for ex-

ample, that the central government

would guarantee 60 per cent of the

wage bill incurred by local authorities

in carrying out certain approved works.

This measure alone has resulted in

work's being provided for more than

100,000 men for varying periods. The
central government also consented to

make grants towards the interest and
sinking fund of loans raised by local

authorities for works of public utility

which would provide employment for

the workless. An important act was

also passed called the "Trade Facilities

Act," which authorizes the British

Treasury to guarantee the payment of

loans in respect to capital undertakings

in Great Britain or of the purchase in

Great Britain of goods to be used in

capital undertakings abroad.

These remedial measm^s have all

helped materially to reduce the vol-

ume of imemployment. Late in March

the number of workers out of employ-

ment stood at the lowest figure for

many months, but, as I have just said,

it is fully realized that these measures

are only temporary (and very costly,

involving an outlay of more than

$1,000,000) expedients and that the

real remedy lies in restoring effective

markets and so keeping the wheels of

industry in constant motion.

J
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Brighter Aspects

Up to the present I have been dwell-

ing upon the gloomy, dark side of our

situation. Let me turn now to the

silver lining of the cloud. One does

so with relief, even though the silver

lining be as yet but a very narrow
margin of brightness on the cloud's

edge. You may perhaps be surprised

to hear me say that one factor that

goes to make up the silver lining is the

recent development of the British

labor situation. Labor is usually

referred to as presentijig the darker

side of the British position and accus-

ing fingers are often pointed at the

coal miners and transport workers

whose strikes, since the Armistice,

have done so much to retard and
hamperthe return of Britishprosperity.

I cannot myself take any very definite

side on this controverted topic, but,

on whichever side the blame for those

disastrous stoppages of work lay, it is

certain that the depression and lack

of employment and privation brought

by the year 1921 has taught us useful

lessons and helped us over many an
economic and social fallacy. In 1921,

labor, like the other members of the

industrial partnership, went through

the depths of depression. Undesirable

and unregulated tendencies which had
appeared during the previous period

of giddy prosperity were definitely

checked. There was never, I think,

any real danger that British labor, as a
whole, would subscribe to communistic
principles, although an extreme section,

or left wing, of labor undoubtedly did

entertain Bolshevistic ideas, just as

similar ideas were entertained almost

eighty years ago when the country had
to cope with the Chartist movement.
But if communistic notions did not

find full acceptance in their entirety

among British labor, the extreme left

was exercising a growing influence and

methods of "direct action" were
gaining ground. Such methods were
actually adopted in the coal strike of

last summer when the safety men were
withdrawn from the mines. But,
while the British people are very
sympathetic to just claims of labor,

they have no sympathy with Bolshe-

vism in any shape or form, and the

result of the coal strike, as well as of

the serious labor disturbances which
preceded and led up to it, has been a
signal defeat for the extremists and
direct actionists and a vindication for

the saner leaders of the Trade Union
movement who had opposed extreme
methods all along.

Our overseas trade is showing signs

of healthy improvement though, of

course, it cannot regain a normal,

satisfactory, condition until peace has

been fully restored in Europe and Asia.

The general financial position seems
satisfactory as we may gather from the

reductions in the bank rate and the

law rates for money now prevailing.

You are as familiar as I am with the

fact that our national revenue and our

national expenditure, in spite of the

great dijQSculties I have touched upon,

have not only been balanced but that

provision has been and is being made
for some reduction of debt and for the

payment of interest on the loans con-

tracted for the assistance of our allies

in the War. It was, as you know, the

settled policy of the British government
during the whole period of the War to

finance as much as possible of the war
expense out of actual revenue and it

succeeded in so financing a large

proportion of that expense, notwith-

standing its enormous dimensions.

Thus in the year 1916 the revenue

amounted to 21 per cent of expenditure

and in 1919 to as much as 33 per cent.

In the table on page 32 is a statement

taken from a recent British publication

showing the total annual expenditure
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Total Expenoitubb and Total Revenue of the United Kingdom and the Relation
Between the Two in Each Fiscal Year from 1914 to 1921

Year Ended March SI

1914 (pre-war)

1915

1916

1917

1918

1919

1920

1921

ToUl
Expendittire

£197,000,000

561,

1,559

2,198

2,606

2,579

1,666

1,195

000,000

000,000

,000,000

,000,000

,000,000

,000,000

,000,000

Total

Revenue

£198,000.000

227,000,000

337,000,000

573,000,000

707,000,000

889,000,000

1,340,000,000

1,426,000,000

Relation of

Revenue to

Expenditure

Per cent

100.5

40.4

21.6

26.1

26.2

34.5

80.4

119.3

and the total annual revenue of tlie

United Kingdom for each fiscal year

since 1914 and the relation between the

two. You will observe from that table

that the revenue which stood at 198,-

000,000 pounds, or $990,000,000, in

1914 grew to 1,426,000,000 pounds,

or $7,130,000,000, in 1921. This, I

think, may be regarded as a very

noteworthy achievement in the cir-

cumstances.

One may also derive some encourage-

ment from the last budget statement

just made by the Chancellor of the

Exchequer, in which he felt that the

situation in Great Britain had so much
improved that he was able to give

substantial rehef in connection with the

income tax and a few other of the

most onerous burdens borne by the

British people during the last several

years.

The Finance and Currency Situation in Poland

By E. Dana Durand
Bureau of Foreign and Domestic Commerce, Washington, D. C.

POLAND, with its fiduciary cur-

rency inflated to more than 250
billions of marks and depreciated to

approximately the thousandth part of

its nominal value, is frequently held up
as a classic example of bad financial

management. Apart from Russia and
Austria, there is no country whose
currency is so depreciated. However,
despite her unfortunate currency situ-

ation, Poland is making very real

economic progress. One is, therefore,

forced to the conclusion that there are

other factors more important in de-

termining the economic situation of a

coimtry than its currency.

The Germans, during their occupa-

tion of former Russian Poland, in-

troduced a currency identical in nomi-

nal value with the German mark and
guaranteed by the German Imperial

Bank. When Poland became inde-

pendent, she began issuing currency

of her own, bearing the same name,

but carrying the inscription: "The
Polish Government assumes the re

-^r i
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sponsibility of exchanging this note for

the future Polish currency at a rate to

be established by the Diet."

At the outset of Poland's national

life, the amount of German paper

marks in circulation, together with the

equivalent value of crowns, roubles

and other paper money still circulat-

ing in certain parts, was in the neigh-

borhood of 3 billion marks. By
January, 1920, the amount had been

increased to about 8 billions; by
January, 1921, to 50 billions; by
January, 1922, to 230 billions; and by
April 1, 1922, to 251 billions. During
1920, the amount outstanding in-

creased about six-fold; during 1921,

about four-fold.

Up to the end of 1921, much the

greater part of the expenditures of the

Polish government were met by the

issue of paper money. According to a

recent statement of the Finance Min-
ister, the total expenditures from the

beginning of the independent existence

of Poland, toward the close of 1918 up
to the end of 1921, were 324 billions

(for the most part only the excess of

expenditures of railways and certain

other government enterprises over

their receipts was included in this

amount), and the revenues, 102 billions,

leaving a deficit, covered by internal

loans and, for the larger part, by paper

money, of 222 billions, or 69 per cent

of the expenditures. As more fully

pointed out later, there has been a

great improvement in the budget

situation during recent months.

As the natural result of this great

multiplication of the circulating me-
dium in Poland, its value both within

the country and in foreign exchange

has fallen enormously. Prices have
mounted by leaps and bounds. The
normal ratio of marks (that is, German
gold marks) to the dollar is approxi-

mately four. By January, 1920, it

took 128 Polish marks to buy a dollar;

by January, 1921, 750; and in Septem-
ber, following a toboggan-fall during

the summer, the rate reached about

7,000 to the dollar. Since that time
there has been an improvement. At
present, the rate is in the neighborhood

of 4,000, or one-thousandth of the par

value.

Causes of Inflation

Spectacular as has been this inflation

and depreciation of the Polish cur-

rency, there was more excuse for it

than many people have been inclined

to allow, and, on the other hand, its

effects, although serious, have been

less catastrophic than many have
supposed.

It would have been unreasonable to

expect the new Polish State, under

the extraordinary conditions which
confronted it during the first two or

three years of its existence, to raise

sufficient taxes to cover its expendi-

tures, and equally unreasonable to

expect it to be able to borrow from its

people, by ordinary unforced loans,

any large sums. The country was
made up of parts of three former em-
pires, each with a different system of

taxation. In each of these three em-
pires, the policy during the War had
been to meet only a small part of

government expenditures by taxation,

and to issue great quantities of paper

money as well as great amounts of

bonds. The new government inher-

ited these divergent tax systems and
this all too uniform practice of war-

financiering. Moreover, its people

were impoverished by the sheer ravages

of war and by the exactions of hostile

armies of occupation. Agriculture,

the basic industry, was so ruined that

the United States had to come with

relief to save the people from star-

vation. Moreover, Poland did not,

with the Armistice of 1918, gain the

blessings of peace. She was at war with



S4 The Annals of the American Academy

Bolshevik Russia until September,

1920. The war was a terrible burden

of expense, while it also hindered the

recovery of production and the develop-

ment of tax-paying capacity.

The only available recourse was the

forced contribution—more truly a tax

than a loan—through the issue of paper

money. The process of inflation once

begun tended itself to prevent a cure.

Taxes could not catch up with de-

preciation. A tax assessed on the

basis of a given scale of values and in-

comes and paid some months or a year

later, money meanwhile having lost a

large fraction of its buying power,

went but a little way toward govern-

ment expenditures. Only altogether

extraordinary methods of taxation,

such as could not be expected to be

effectively enforced in so young and so

impoverished a state, could have

balanced the budget. As we shall see,

the Polish government has at last,

within the past few months, taken the

bull by the horns and undertaken such

Spartan measures, but i^t had pretty

good excuse for not undertaking them
earlier in its career. Moreover, by
reason of the very fact that paper-

money inflation had begun, the govern-

ment naturally found it impossible to

sell any large amount of bonds at home
or abroad to cover its deficits, and had
to go on with further inflation.

Internal Prices and
Exchange Rates

It is interesting to compare the

changes in the value of Polish currency

with the changes in the amount out-

standing, and to compare the changes

in the internal value as measured by
prices of commodities with the changes

in the external value as measured by
exchange. On account of the un-

certainty of earlier statistics, com-
parison may best be based on the

figures for January, 1920. At the end

of March, 1922, the amount of paper

money outstanding was 28.7 times

greater than in that month. The level

of internal prices (as measured by the

cost of food at Warsaw) had multiplied

meantime about 25 times. The num-
ber of marks necessary to buy a dollar

in foreign exchange had multiplied

30.3 times. The parallelism in the

three items is thus quite close. While
there have been times when a great

disparity existed between exchange

rates and internal prices, at present

the disparity is comparatively small.

In the summer of 1921 a person with

American dollars in Warsaw could

dine in the best restaurants for a mere
fraction of what he would have to pay
in America, but at present the dollar

does not go a great deal further in

Poland than in our own country; or,

more strictly speaking, the difference

is now not much greater than before

the War.
The increase in prices in Poland,

representing the depreciation of the

mark, although rapid, has been at a

fairly even pace. This is not true,

however, of the fall in exchange. This

has been subject to marked fluctuations.

The sharpest took place in the second

half of 1921. On June 1, the rate of

exchange was about 1,000 marks to

the dollar. By July 1, it had fallen to

more than 2,000, and by the latter

part of September to around 7,000.

Barely a month later it had risen to less

than 2,500 to the dollar. On one day
during this period the rate rose from
about 6,000 to about 4,000 and fell

again to about 5,000. Since November
exchange has been much steadier but

it still has fluctuated more than prices.

Exchange rates are subject to in-

fluences which have very little effect

upon the purchasing value of money
within the country. They are de-

cidedly affected, of course, by the

balance of trade. They are influenced

1
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by opinion as to the general political

and economic outlook of the country

for both the near and the distant

future. They are influenced greatly

also by opinion as to the prospects re-

garding the balance between govern-

ment expenditures and receipts and the

consequent quantity of paper money
likely to be issued in the future.

Finally, exchange rates are often

seriously affected by sheer speculation

and by deliberate manipulation. Im-
portant as it is that further inflation of

currency in Poland, as in other Euro-

pean countries, should be checked, it

is almost equally important that, if

inflation continues, the movements
of foreign exchange should become
steadier and follow more closely the

movements of internal prices.

Effects of Inflation

What now have been the effects of

this inflation of the currency upon
economic conditions in Poland? It is

obvious that the value of securities

having a fixed rate of return has been

virtually wiped out. That effect, how-
ever, was substantially accomplished

long ago. The creditor class, as such,

is almost as completely erased from the

economic slate by depreciation of its

claims to the fiftieth part of their

value as to the thousandth part. The
number of persons dependent upon
fixed investments in Poland was far

less, relatively, than in more highly in-

dustrialized countries, and consequent-

ly the social effect of their losses is of

less significance.

More important from the practical

economic standpoint has been the

checking of new credit transactions.

Even short-term credits involve too

much risk and the great bulk of

business is done on a cash basis. In

a country with an intricate industrial

system like the United States, the

stoppage of credit would have an ex-

tremely serious effect upon production

and trade, but in the simpler economic
life of Poland, where agriculture oc-

cupies two-thirds of the population,

the effect has been much less grave.

The most important evidence to

show that paper money in Poland has

not been entirely destructive of inter-

nal economic progress is found in the

statistics of actual production of the

principal industries. In practically

every industry, there has been a

marked increase of output, month by
month and year by year, since the

Armistice, and while, in general, pro-

duction has by no means yet attained

the pre-war level, it seems not at all

impossible that it may do so in a few

years more, even if further depreciation

of currency still continues.

Especially important has been the

recovery in Polish agriculture. In the

year following the Armistice, the crops

of Poland were scarcely half of the pre-

war production, and America had to

furnish large quantities of food for the

relief of the population. The crop of

1921 was equal to three-fourths of the

pre-war production. In the case of

rye, the most important grain, the out-

put in 1921 was double that in 1920,

largely owing to more favorable

weather conditions, but partly owing to

increase of acreage. Year by year the

peasants have planted more land and
reports indicate that a still further in-

crease is being made for 1922.

Again, the production of coal in Po-

land, which had been greatly reduced

by the War, has been gaining steadily

until at present it is substantially

equal to that of 1913, the best pre-war

year. More salt is being produced

than before the War. The output of

forest products is rapidly increasing

and the Port of Danzig is choked with

lumber, its facilities for trans-ship-

ment having proved inadequate. The
cotton mills are producing at nearly
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pre-war capacity, and almost all manu-
facturing industries have been making
rapid strides. Railroad transporta-

tion has increased greatly in volume
and improved in efficiency.

The truth seems to be that business

in Poland has learned to adjust itself

fairly well to the abnormal currency

situation. The advance in prices has

become more or less standardized.

Wages have followed prices with

sufficient closeness to prevent serious

labor disturbances. Paper money is

like some diseases to which, after a

time, the human system so adapts

itself that, although uncomfortable,

they cease to be very dangerous.

Increased Foreign Trade

Despite the fact that foreign ex-

change has shown such violent fluctua-

tions, Poland has been able to do a

very considerable and increasing for-

eign trade. The instability in the ex-

change value of the mark has naturally

greatly lessened credit transactions in

import business. But it has not pre-

vented cash transactions. Indeed, the

big cotton mills and the central agri-

cultural syndicate have been able to

buy on credit, the sums due being, of

course, expressed in other than Polish

currency. If from the statistics for

the first two years of Poland's exist-

ence you eliminate the imports of food

and other supplies furnished as a gift

or on essentially philanthropic credit,

and eliminate also coal from Upper
Silesia, now in part annexed to Poland,

you will find that there has been a

marked increase in imports into Poland

of the things she ought normally to im-

port, at the same time that there has

been a srtill more marked increase in

exports. The mechanism of settle-

ment of accounts is, after all, a
mere, though important, incident. The
ftmdamental factors in the existence of

import trade are the need of imported

goods and the possession of some means
of payment. Certain kinds of im-

ported goods Poland very greatly needs,

and she has the means, in increasing

degree, of paying for them. These
means are exports, which are rapidly

increasing, and, perhaps equally im-

portant, remittances of emigrants.

The decided improvement in the

foreign trade situation of Poland is

seen by comparing 1920 with 1921 and
especially the first half of 1920 with

the last half of 1921. Unfortunately

only weights are available, not values.

(The latter w^ere fiirst made public for

January, 1922, when imports, including

Upper Silesian coal, were about 27

billions of marks—roughly $9,000,000—
and exports, 9 billions.)

Recent Financial Improvement

While Poland has thus been making
real economic progress in spite of the

tremendous inflation and depreciation

of her currency, it is obviously most
desirable that the printing of paper

money should come to an end. The
Poles themselves very, generally rec-

ognize that fact. Public opinion in

favor of budget-equilibrium has de-

veloped rapidly. The cabinet of Poni-

kowski, with Michalski as Finance

Minister, which took office in October,

has adopted a vigorous financial policy.

Much has already been accomplished

in reducing government expenditures

and still further cuts are planned. The
revenue from previously established

taxes has, with more vigorous ad-

ministration, been rapidly increased.

If we assume that the net expenditures

of the government are represented sub-

stantially by the income from taxes

plus internal borrowings (through pa-

per money or otherwise), then taxes

in 1920 amounted to 9 per cent of net

expenditures; in the first quarter of

1921, to 11 per cent; and in the last

quarter, to 37 per cent. More im-
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Increase in Foreign Trade of Poland, 1920-21

In 1,000 metric tons

1920 1921
First half

1920

Last half

1921

All imports

All exports

Excess of imports

Imports except coal

Exports except coal

Excess of imports
" " exports

Exports of wood and its products

Exports of oil and its products

Exports of sugar

Exports of cement
Imports of cotton (nearly all American)

3,530

620

2,910

839

473

102

140

16

41

22.9

4,841

2,028

2,813

1,316

1,693

377

857

385

39

74

41.2

1,908

209

1,699

423

190

233

20

26

0.3

13

10.4

2,371

1,150

1,221

639

1,007

368

561

215

12

39

24.1

portant still, a special "Budget Balanc-

ing Contribution" was enacted in

December, to be collected during 1922.

This contribution is at rates, in most
cases, several hundred times higher

than those previously in force for taxes

of the same class. Moreover, the

government, which had met with little

success in the endeavor to raise long-

term internal loans, has in recent

months issued in considerable sums
interest-bearing treasury notes, thus

lessening the need of paper-money
issues.

The result of these measures has

been significant. During the quarter

from July to September, 1921, the

amount of paper money in circulation

increased 50 per cent. During the

last quarter of 1921, it again increased

50 j>er cent. During the first quarter

of 1922, the increase was only 9 per

cent and during the month of March
it was only 1| per cent. Moreover,
during the past few months, the larger

part of the new paper money issued

has not been due to government deficits

but to loans to industry and trade.

Of the net government expenditures,

calculated as above described, paper

money covered in 1920, 80 per cent,

in the first quarter of 1921, 81 per cent,

in the last quarter of 1921, 51 per cent,

and probably in the first quarter of

1922 (exact figures not yet available)

not over 10 per cent.

The 1922 Budget

In the latter part of March, the

Finance Minister submitted his budget

for 1922. This contemplates expendi-

tures, ordinary and extraordinary, of

591 billion marks. (The increase as

compared with previous budgets is

only apparent, being due to the greater

depreciation of the currency and to

other factors of incomparability.)

These are gross expenditures, includ-

ing the operating expenses of railways

and other government enterprises. The
gross revenues, including the proceeds

of proposed new taxes, are put at 458

billions, with a deficit of 133 billions.

The deficit, however, is due to ex-

traordinary expenditures amounting

to 151 billions, of which 112 billions
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represents investment expenditures,

which the Finance Minister hopes to

be able to cover by loans chiefly made
abroad.

The revenue from taxes is put at

about 257 billion marks, of which from

ordinary direct taxes is to come 27

billions, indirect taxes, lOOj billions;

customs, 31 billions; stamp and trans-

fer taxes, 8 billions; and from the ex-

traordinary budget-balancing direct

taxes, 90 billions. Most of the remain-

ing income is to come from railways

and other government property.

It is, of course, uncertain whether

this budget can be lived up to. Polish

budgets in the past have over-estimated

income and under-estimated expendi-

ture. The present attitude of the

government and of the people, however,

appears to be much more firm than

heretofore and, what with the increase

in production and consequently in tax-

paying ability, the prospects are more
encouraging than at any time before.

There can be no possible doubt as to

the ability of Poland to pay taxes

sufficient to cover at least the ordinary

expenditures of its government. This

conclusion does not depend upon any
statistical calculation of the income of

the people and the share thereof re-

quired to cover government expendi-

tures. It follows directly from the

fact that the Polish people have
actually hitherto borne out of their

current income the ordinary expendi-

tures of government, and have done so

during a time when those expenditures

were relatively higher and the income

of the people relatively lower than at

present. The fundamental thing which

must never be overlooked is that, apart

from the using up of past savings or

from borrowings abroad, a country has

nothing with which to support its

government except its current pro-

duction and the current income of its

people. Paper money creates nothing.

It is merely a means of transferring

part of the income of the people to the

coffers of the government. You may
call it a forced loan or call it a tax; in

either case it comes out of the pockets

of the people. The process of ex-

traction through paper-money inflation

may be easier than by other forms of

taxation, but with sufficiently vigorous

government and sufficient patriotism

and good sense onthe part of the people,

other forms of taxes can be substituted

for the paper-money tax.

As a matter of fact, if you calculate

the burden of the Polish budget for

1922 in terms of sound money—not

even using exchange rates as a basis,

but rather the internal buying power of

money as compared with pre-war times

—you will find that it amounts to not

more than $200,000,000, or say $7.50

per capita of the Polish population.

This is gross; the net expenditures are

only two-thirds as much. Our na-

tional taxes are six times as much per

capita. The chief reason why the

burden in Poland is comparatively low

is because Poland has, for present

practical purposes, a very small in-

ternal interest-bearing debt. To be

sure, the debt reads, in terms of paper

money, many billions of marks (30

billions apart from paper money) but

the interest on it has to be paid only

in the terms of marks worth not much
more than one-thousandth of their par

value. When the average wage earner

who before the War received 3 marks
per day now gets 1,500 to 2,500, gov-

ernment expenditures of hundreds of

billions cease to look so appalling.

Future Reckoning

But how about the future? Must
there not come a day of reckoning

when these billions of internal bonds,

these scores of billions of paper notes,

must be paid in sound money? Has
not the Polish government laid up a
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crushing burden for generations to

come?
I do not care to pose either as a

prophet or as a counsellor, and I,

therefore, do not propose to answer

these questions. It is pretty obvious

that the currency of many of the

European countries can never be

brought back to par. The combined
face value of European currencies, not

counting the .astronomical figures of

Russian roubles, runs far over a

hundred billions of dollars, or many
times the total gold stock in all the

world. Whether it is possible, or, if

possible, desirable, for countries like

Poland to attempt to increase mate-
rially the value of their paper money,
without attempting to bring it all the

way back to par, is a question con-

cerning which much may be said on
both sides.

This much is certain:

The first step towards sanitation of

the currency is to stop further print-

ing of it. Practically the only means
by which this can be accomplished, in

the case of most European countries, is

by balancing the budget through in-

ternal effort, by making current receipts

of the government from its own people

equal to its current expenditures.

There is little prospect that the United

States or other countries with sound or

approximately sound currency will

make great loans to countries with

depreciated currency for the purpose

of stopping depreciation; they may
make such loans after the process of de-

preciation has ceased. No country

ought to ask the people of another

country to lend it money to cover cur-

rent costs of government, and if it does

ask it, the answer is pretty sure to be

disappointing. Only when once the

people of a country have shown them-
selves able and willing to pay as they

go, may they hope to borrow money to

clear up old debts, to provide new
capital investments, or to put a metal

basis under their currency.

And, secondly, it is more important

for the reestablishment of normal eco-

nomic conditions in Eastern Europe
that foreign capital should be invested

there in productive industry than that

it should be loaned to governments to

cover current deficits, or be used in the

attempt to introduce prematurely a

sound currency system before the

budget is balanced by internal revenues.

Industry can make progress despite

the unsatisfactory currency situation

but it needs new capital to replace that

lost during the War. With the in-

creased production which new capital

would bring about, these countries will

be in a better position to balance their

budgets and to place their currency on
a sound footing.
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By Thomas Steklinq

United States Senator from Ohio

I
CONGRATULATE the Academy
on its appreciation of present world

problems and world needs, but I

sympathize v^nth the Academy in its

efforts to find the solution of the

problems and a remedy for the needs.

It is highly to our credit, however, if

our interest in the general well-being

leads us to see that the times are yet

somewhat out of joint, and more to our

credit if we devote some of our time

and energy to the cause of rehabilita-

tion and readjustment. For one I do
not despair. By analogy I take some
comfort from that old legal maxim,
" There is no wrong without a remedy."

For economic ills there should be a

remedy, although I grant that in the

latter case the remedy is more elusive,

more speculative and more difficult of

application than it is where simply

legal obligations and rights are in-

volved; but the two, the wrong which
the law may redress and the dis-

turbance of trade relations, have one
thing in common at least, and that is

they both rest on hard facts. A first

duty, therefore, may well be an ascer-

tainment of the facts and then will

follow, perhaps, the application of the

principles or the procedure best cal-

culated to give relief.

Of course, America's prosperity is

in a large degree dependent upon the

rehabilitation of Europe. Resourceful

as we are, we are not self-sufficient

according to modem needs and stand-

ards. The one-time luxury is now a
necessity, the loss of which would mean
retrogression both materially and in-

teUectuaUy, if not morally. It most
certainly would not mean progress.

Badly ofif and hard-up as we but lately

found ourselves in the aftermath of the

Great War, any attempt to be inde-

pendent of Europe in trade relations

would, in my judgment, result in

greater economic distress and greater

material loss than that which followed

the War. In such case, too, Europ)e

would be praying for the rehabilitation

of America, and, I might say, the

conversion of America to the common-
sense view that while she should pro-

tect her own interests and her own
people, she is still a member of the

great family of nations and that trade

is the "calm health of nations." Our
supper-abundant energy, exploiting and
developing our resources as it has done

in the past, cannot long be repressed

without loss to ourselves and to the

world. We must carry on. In order

that we may carry on we must find a

place for our over-production in the

markets of the world. We must
export. This is one great reason why
we are so immensely interested in the

rehabilitation of Europe, although,

indeed, we must not forget the humani-

tarian aspects of the case.

The first requisite to the rehabilita-

tion of Europe is peace—peace and

good will. I was aniazed to read in

last evening's paper (May 12) of the

miUtary convention said to have been

signed by the representatives of the

Soviet Army and the German General

Staff on April 3, last, under which the

Germans agreed to furnish the Red
army with arms and material necessary

to equip 180 infantry regiments and
sufficient heavy field artillery to supply

20 infantry divisions, along with other

aid in the way of instruction in mechan-

ical warfare, the manufacture of air-

40
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planes to be used in war and of poison

gas for similar use. To me this does

not on the face of it look like peace. I

hope that the story of such a conven-

tion may prove a hoax. If not, I hope

the genius and leadership of Lloyd

George, backed by the watchfulness of

France, the faithfulness of Belgium,

will render abortive any such menace
to the peace of the world.

We have seen fit to keep away from

Genoa—whether wisely or not I ex-

press no opinion now—but when
thirty nations, impelled by the ruinous

condition into which credit, trade and
exchange have fallen, come together

to "talk it over" some common good

ought to come out of it. I do not

recall that a conference called for the

purpose of understandings in regard to

national obligations or in regard to

international trade or credit, ever gave

rise to war or cause of war. So,

notwithstanding the wranglings, the

suspicions and the misunderstandings

so far disclosed, I have the confidence

to believe that Genoa will yet prove to

be, like the Conference for the Limita-

tion of Armaments at Washington,
another great victory of peace, a

victory no less renowned than some
of the great victories of war. So much
being achieved, the business of the

world will take on new vigor and begin

to move in its accustomed channels.

The nerves of commerce will again be-

come steady and strong and sooner

than we could have believed the re-

habilitation of Europe will be an
accomplished fact. The resulting

prosperity of the American manufac-

turer, merchant, banker and farmer

will be America's prosperity—but first

there must be peace.



Interest and Exchange Rates and Reparation

Payments

By Albert Strauss

New York City, former Vice-Governor of the Federal Reserve Board

IT is not easy to distinguish effects

from causes. Most effects become,

in turn, causes, and most causes are

themselves the effects of antecedent

causes. In the economic field, current

discussion is much interested in ex-

change rates and interest rates, both of

which it treats as causes, although both

are primarily effects.

First, a few words as to interest rates

:

Booms and depressions are caused by
hope of higher and fear of lower prices,

whether of commodities or of securities.

The hop>e of higher prices leads to a

demand for funds for the purpose of

purchasing in anticipation of a rise; the

fear of lower prices leads to repayments

of loans with the proceeds of sale in

anticipation of a fall of prices. The
rate of interest rises or falls as an effect

of the borrowing or the repayment. No
rate, however low, will tempt borrow-

ing for the purpose of purchasing a

commodity whose price is believed too

high, and, broadly speaking, no rate,

however high, will, by reason merely

of its being high, restrain borrowing

intended for the purchase of com-
modities which are believed certain to

rise. A high interest rate will very

often deter borrowers, because it is

taken as a warning that commodity
prices are regarded as too high or that

money may become unobtainable at

any price. It will serve as a concrete

expression of opinion by those best

qualified to judge as to the reasonable-

ness of the general level of prices.

Review of Business Conditions

Since April 6, 1917, we have passed

through almost every phase of business

conditions; a rapid review of that

period will emphasize the above con-

tentions. War finance necessarily

involved inflation. It was impossible

to check private consumption ratably

as government consumption increased,

and correspondingly to increase savings

as government expenditure increased.

So, until price controlsbecameeffective,

prices rose, and at all times a large

part of the government's financial needs

had to be met through the creation of

credit by the member banks of the

Federal Reserve System. During this

period, therefore, market rates of

interest were fixed by the Federal

Reserve Banks, being the rates they

charged for the manufactured credit:

the use of the credit thus created was
carefully safeguarded through Capital

Issues Committees, the War Indus-

tries Board, the Food Administration,

and kindred bodies. Subtracting from
the government needs, the savings

of the people, we get the amount of

inevitable inflation : no rate of interest,

however high, would have either

diminished the government's require-

ments dictated by war needs, or in-

creased the savings of the people,

whose consumption (which is the com-
plement of their savings) was regulated

by the governmental bodies named
above and by their own patriotism.

During the post-Armistice period,

with the controls on prices anjl on
consumption removed, new conditions

developed. There was a recognized, a
notorious shortage of commodities;

prices soared; neutral countries that

had here accumulated huge balances,

which during the War we had not

4£
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permitted them to employ in the

purchase of commodities, used those

balances to buy commodities they

sorely needed; our own people, in

receipt of high wages, competed with

the neutrals while at the same time

our allies and their nationals strained

their resources to supply in our

market their own unquestioned needs.

This competitive buying sent prices

soaring. Anyone that could lay his

hands on commodities was sure of a

prompt profit; manufacturerscompeted
with each other for raw material and
for labor regardless of cost, for they

were sure of a prompt sale and had
but to add to their selling price all

elements of cost, plus a large profit.

Under these circumstances, cost of

interest, like every other element of

cost, was added to price, and, just as

no rate of wages or price for material

checked production, so no rate of

interest, however high, could have
checked borrowing. What finally

checked the upward price movement
was, in part, the export of gold, con-

taining, as it did, the menace of a total

failure of loanable funds, and the dis-

covery in certain lines of commodities

that shortage had been turned into

surplus. The fact that the raising

of Federal Reserve rates was roughly

coincident with the peak of expansion

arose, in part, from the fact that the

raising of the rate was largely brought

about by the export of gold, the two
eflFects—higher interest rates and the

check to borrowing—^being thus twin

effects of the same cause, i. e., the ex-

port of gold; and in part, from the

moral effect of such a raise of rate.

Real deflation began when once it

was realized that through panicky

duplication of orders and through

hoarding by speculators, dealers and
consumers, commodity shortages had
been converted into surplus. Then
came swift cessation of buying, and

lack of confidence. It was now clear

that invisible supplies had been huge
during the time visibles were nil; now
visibles became huge, while invisibles

actually shrank to the negligible.

During such a period, no reduction of

inte:^est rate, however great, will in-

duce borrowing for the purpose of

buying falling commodities.

Prices and Interest Rates

During a war-period, with its in-

evitable artificial conditions, the re-

discount rate determines the market
rate. At other times, it appears that

the trend of prices determines the

demand and hence the market for

money. Except, therefore, in its role

of prophet, it seems clear that the

money market is dominated by the

trend of prices and that the rediscount

rate must follow and not attempt to

fix the rate for the money market.

Price is the instrument by which
consumption and production are

brought into balance. Overproduc-
tion of desirable commodities should

be an impossibility; a progressively

enlarging standard of living should

absorb all we can produce; what
defeats the fulfillment of this desirable

end are the same human qualities that

render any production possible, viz.:

the unbridled desire for gain, taking

sometimes the form of headlongproduc-

tion of things not needed, and some-
times the form of strikes against

needed wage reductions. These things

lead to maladjustment of production.

Price declines lead to unemployment,
unless promptly countered by wage
adjustment; hoarding ultimately leads

to price declines; unwise capital ex-

penditures lead to price declines when
the failure of enterprises brings about

imemployment and consequent re-

duction of consumption. Through
this maze of intricacies we must
depend on price fluctuations to adjust
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production to consumption, and vice

versa, and the trend of those fluctua-

tions is the iraj)elling force tliat controls

the demand for funds. In normal times

during a period of rising prices the

rediscount rate, if lower than or too

near to the market, becomes an

impelling cause of inflation. During a

period of falling prices, the rediscount

rate, if too much above the market,

becomes an impelling cause of too

rapid deflation; if below the market, it

is without effect. These generalizations

do not apply to war conditions.

Exchange Rates

Exchange rates, also, are primarily

effects. Exchange rates are an indica-

tion of the state of balance or unbalance

of international payments. Unbal-

anced payments make themselves felt

through the exchange rates, and it is

these rates which, in turn, become the

proximate causes, or more properly,

the medium through which are brought

into existence the unsettlements and
hardships resulting from this un-

balanced state. The hand or the brain

and not the lever is the cause that

shifts the gears. Unbalanced payments
acting on exchange rates so move them
that, like the governor of an engine,

they tend automatically to correct the

state of aflFairs that throws them out of

balance. Attempts to normalize rates

merely result in delaying the correction

of the cause and the various devices

to stabilize exchange which ingenious

minds busy themselves in contriving,

are merely conscious or unwitting

efforts to avoid the unpleasant effects

caused by unbalanced budgets and
unbalanced foreign trade; they are

simply efforts to evade disastrous

effects, instead of constructive steps

along the much more difficult and
unpopular path of curing the causes,

viz.: unbalanced budgets and un-

balanced trade. Every plan for stabil-

izing exchange has concealed in it

somewhere an application for un-

limited foreign advances in favor of

the country whose exchange is to be
stabilized. Every such plan implies

running in debt and consequently J

implies also a lender. A falling (not |

a fallen) exchange does through the

market act as a stimulus to exports; it

is the automatic effort to right the bal-
j

ance by checking imports and stimulat-

ing exports.

Economic Effects of Reparation
Payments

These disconnected commonplaces
lead up to another commonplace

—

that is, that payment of reparations

beyond certain limits must of necessity

entail disastrouseconomic consequences

to other countries. It is a distasteful

conclusion that reparation for brutal

and unjust aggression cannot be ex-

acted without damage to the innocent

victim of the aggression and to the

innocent bystander, butwe gain nothing

by failure to face the facts. When
the facts are established, the course of

action can be dictated either by the

desire to impose retribution on the

aggressor, or by a regard for the future

economic welfare of the aggrieved, but

having faced the facts, the conclusion,

whatever it is, will at least be the result

of intelligent contemplation of probable

consequences. It must not be for-

gotten that for the deepest injuries

there can never be adequate reparation;

all that is humanly possible, and all

that municipal law, with due regard

for dealing only with realities, at-

tempts to attain, is punishment of the

offender and money damage to the

victim. Life and limb cannot be

restored, youth cannot be renewed,

past sufferings and anguish cannot

be obliterated.

Undoubtedly, there is a certain

measure of reparation that can safely
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be exacted : this will be found along the

line of the restoration of devastated

areas, the replacement of destroyed

facilities and, in a measure, the im-

provement of existing facilities. Such
reparation must be largely of such a

nature as not to interfere with pre-war

normal activities. The transfer of

foreign investments offers further op-

portunities to collect reparation and
so, perhaps, does the taking over of

productive domestic establishments

of the aggressor. But beyond these

and other limited categories the broad

condition underlying reparation pay-

ments is this : that the payer must work
hard and live frugally. To work hard

and to dispose of the product of his

labor implies large exports by the

payer and frugal living implies re-

stricted imports. Reparation pay-

ments, therefore, mean strong com-
petition by German goods in domestic

and neutral markets and limited

markets in Germany for foreign goods.

These tendencies work themselves out

through the exchange rates which

appear as the proximate causes, but

to discuss exchange rates as the cause

of commercial handicaps can lead only

to tinkering with the barometer in the

hope of affecting the weather.

There is nothing dijEcult in these

conclusions. They have at all times

been clear and they have probably

been at all times recognized by the

British and the French. It is not

strange that they wei'e not adopted

as bases of action. The Allies, es-

pecially the French, were still too

vividly under the impression of brutal-

ity and outrage to give full sway to

reason. These people had seen and

lived through things which to us

were only tales. Tennyson rightly says

in Enoch Arden:

** Things seen are mightier than things

heard"

and it was perhaps too much to expect

the danger of comparatively remote
economic consequences to dissipate

the "red mist of anger. " Besides, the

political life of ministries depended on
their ability to exact reparation, or at

least to claim that they had exacted it.

It looked then as though many suc-

cessive ministries must fall before

realities would be faced; it looked as

though every critic in the ranks of

the opposition must have his turn of

power and must learn by experiment
his inability to reverse the laws of

nature before one could be found with
sufficient backing to face the facts.

The Reparations 'Commission was
accordingly endowed with sufficiently

broad powers to mitigate to the victors

the disastrous consequences of unwise
exactions.

Similar consequences will always
follow analogous causes; the repayment
to the United States of our govern-

mental advances to the Allies will

involve unbalanced international pay-
ments, not unlike reparation payments,
and when the time comes that Britain

and France and Italy are prepared to

pay interest on and to begin repay-

ment of their indebtedness to America,
we shall witness the same dislocation

of industry of which we are now, as

a result of reparation payments, be-

ginning to feel the effects. And there

will then be the same delay in diagnos-

ing the trouble; the consequences will

not be foreseen and averted; it will

require a present pain before we search

for the causes. As in reparations, so

there will then be limited ways in

which we can receive payment without
damage, such as the transfer to us of

foreign investments, but we must
recognize that there are limits beyond
which such payments cannot go with-

out entailing mischief. Any such trans-

fer of foreign securities would not, of

course, be by governmental action;
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it would be eflPected through private

transactions brought about byexchange
rates and security prices, and tlu-ough

them made possible and profitable.

We are not now receiving either in-

terest or principal on those debts and
they are not, therefore, now upsetting

our equilibrium, but the time is likely

to come when they will plague us and
then, as now, public discussion will un-

doubtedly center on the exchange rates.

Conjectures as to German Poucy

In the effort to understand what is

going on, it is perhaps interesting to

put to ourselves the problems of those

responsible for German economic poli-

cies and to try the formulation of

solutions as though the burden of

dealing with them lay upon us.

The main aim of German ministers

must be to keep the population em-
ployed and fed; failure to do either will

cause the ruin of the country and
incidentally the fall of the ministers.

From their point of view, other prob-

lems can well wait. To accomplish

these aims and to keep the Allies at

least partly satisfied with reparation

payments, requires the import of raw
materials and foodstuffs, and the

export of commodities in order to

create foreign balances. The key to

these three purposes is to be found in

one of them, viz., a large volume of

exports. It is even conceivable that

the German government may, in

effect, be causing its manufactiu'ers

and merchants to sell their commodi-
ties abroad at every opportunity and
irrespective of the price, while the

government, either directly or indi-

rectly through subsidizing the cost of

living, or otherwise, pays to the ex-

porters in marks whatever amount of

marks is necessary to reimburse them
for the cost plus a profit. To do this,

it is true that the printing press must
be kept nmning, but, in its larger as-

pects, is that of itself really fatal? It

is admitted to be undesirable, but is it

fatal? What would such a policy ac-

complish? It would furnish foreign

balances for the import of food and raw
material, and it would keep German
industry fully employed. If by such a

policy the demand for reparation can

at the same time be satisfied suflBciently

to ward off foreign occupation, it will

mean that in the process there will be

established a surplus of exports suflS-

cient to keep Germany employed and
fed, and to prevent foreign compli-

cations. And we may be sure that

German ministers do not overlook the

incidental demonstration of what rep-

aration payments may mean to foreign

industry.

So much for the problems with

which they have undertaken to cope

—

what of those they will have created

in the process? They will have in-

flated their currency almost to the

point of extinction, but is not that a

problem with which they can afford to

deal later? If foreign payments and
receipts can thus be put in balance the

mark will on some level, however low,

cease to decline, and ministers can

then, having reached stability, under-

take to deal with the problems arising

out of currency inflation, whether by
the establishment of a new standard

coin of the gold value of the old mark
and the declaration of its value as

equivalent to 100 or 200 of the old

marks, or by some other form of what
is euphemistically called devaluation.

If necessary, they can go further and
fund the interest on their domestic

debt for five or ten years, agreeing

gradually to resume interest on a

rising scale and, having accustomed
the world to this, they can, if it prove

necessary, repeat the process at the

end of the moratorium. That such

steps woidd involve great hardships to

certain sections of the commimity;
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that the old investor class would be

completely ruined; that a new class of

captains of industry would spring up,

—

might be deplored by ministers, but

would undoubtedly be disregarded.

The effect of such a policy of cruel

injustice, which knocks the prop of

confidence from under the financial

structure, would long make itself felt in

recklessness of expenditure and lack of

effort at capital accumulation; whether

the need is sufficiently desperate to

justify the sacrifice must be decided by
those charged with the responsibility.

The life of the nation must be their

aim rather than the welfare of any
particular class.

"Are God and Nature then at strife,

That Nature sends such evil dreams

So careful of the type she seems

So careless of the single Life."

However callous Germany's bru-

tality may have made us to her fate,

we cannot but recognize that the

preservation of her national life is for

her own statesmen a legitimate aim.

These are mere conjectures as to

German policy. They suggest, how-
ever, a wider query, disconnected from

our immediate problems. Is a balance

of commodity imports the unqualified

blessing it is represented to be? Is the

position of creditor nation necessarily

an advantage? This requires us to

fix, at any rate for the purpose of

the discussion, the economic aims of

statesmanship; and that attempt dis-

closes the fact, obvious enough when
stated, that the welfare of all sections

of the community is not necessarily

served by the same measures. A
creditor country with large foreign

investments, like England, receives its

foreign income for the benefit of its

investing classes, who take it in the

form of food, clothing and other

elements of maintenance for them-

selves and their personal dependents.

servants and those employed in minis-

tering to their wants. This foreign

income furnishes but limited employ-
ment for productive labor at home.
May not the admittedly low pre-war

standard of living of British labor be

the result of England's position as a

creditor nation? If there be any basis

for these suggestions, it would be useful

to inquire in what manner and to what
extent these undesirable consequences

can be overcome. The gradual raising

of the average standard of living

could perhaps reconcile full employ-

ment and an import balance of

commodities.

In our case, the repayment to our

government of its advances to the

Allies will undoubtedly reduce the

taxes of those that pay taxes, but it

may at the same time, through the

stimulation of importation, throw the

worker out of employment. May not

the instinct of the crowd and the con-

clusions of the economists of a previous

generation who rejoiced at what we
still call a "favorable " balance of trade

(though we are careful always to

enclose that term in quotation marks),

have been sounder than what are

regarded as the more enlightened

conclusions of a later day? These

observations on the social consequences

involved in the international balance of

payments are unmatured reflections

which can be adequately dealt with

only by trained statisticians and
economists.

The Healing of Time

Looking at the present situation

broadly, what is taking place? It is

admitted that there is noticeable

improvement in conditions abroad.

Great Britain, France, Italy, Belgium

and Czechoslovakia give evidence of

marked betterment and even Austria

shows some signs of revival. There are

indications in Russia of a recognition
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of the conditions needed to secure

production. What is bringing about

these changes? Is it the action of gov-

ernments? Is it international assist-

ance? Or is it, rather, the healing

action of time, working through in-

dividual initiative—the eflfort of each

man to improve his own position. We
grow impatient that over three years

have passed since the Armistice and

that conditions are still unsettled,

boundaries in some cases not definitely

fixed and devastation not fully repaired.

Are we not losing our sense of per-

spective when we indulge in these

feelings? School histories will pass

over ten years in a single line of narra-

tive and, in so doing, are but giving

proper recognition to the time units in

which national affairs must be meas-

ured. And the War was in its nature

more cosmic than national. The
eflFects of such an upheaval cannot be

brought to a stop except gradually.

We can reason out what should be

done to mitigate the consequences of

war and to hasten the restoration of

normal conditions but we cannot make
ourconclusions effectiveexcept through

man acting in his political capacity and
man, politically, is not a rational

animal. Politically, man tries every

unsound device first, and, after re-

peated failure, reluctantly adopts the

effective course and then triumphantly

proclaims that the people are always

right—in the long run. And so they

are—but only because they have the

vitality to outlive all their mistakes.

"Men die, but Man lives."

Inefficiency is the price we pay for

liberty and it is not too high a price.

We can expect sound conclusions to

emerge only from experiment and
failure.

The various economic conferences

we have witnessed are the response

to the feeling that something should

be done: the only effective work, how-
ever, is being done by time.

Had the indebtedness of the Euro-
pean governments to the United States

government been cancelled three years

ago and had larger governmental ad-

vances been made by us, we should

but have impeded the recovery by
diminishing the incentive to individual

effort.

Budgets must be reduced every-

where, not least by our own govern-

ment. Expenditures for armament
must be reduced. Peace will come
only as the desire to agress vanishes

and as each nation realizes that its

neighbor has no designs against its

security (if in fact there be no such

designs) ; and to this end nations must
get to know one another better.

Peace will not come by treaties;

treaties can be broken: it will come only

by the effective desire for peace. The
great good of the Washington Con-
ference^ lies in the conviction that it

carries of pacific intention, rather than

in the formulae that it adopted.

Cancellation

As to the cancellation of European
indebtedness to our government, un-

doubtedly it should be done—some
day. It cannot be done conditionally:

we cannot lay down the conditions of

cancellation and then undertake to

judge whether or not the conditions

have been fulfilled. That would lead

to suspicion, recrimination and ill will.

But when conditions shall have be-

come right, we can actually cancel our

claims. In the meantime, debts that

are not being paid impose no burden

and while we are awaiting the ripening

of events, our people will have an
opportunity to try out some of the

preliminary errors which politically it

seems necessary to test by experience.

1 Conference on the Limitation of Armament,
Washington, D. C-, November 11, 1921.
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The time for cancellation will come
when Europe is about ready, through

the continuation of the great efforts

required during reconstruction, to be-

gin repayment and it will then hardly

be profitable to debate whether we are

cancelling our claims because Europe,

with due regard to the standard of

living of her people, cannot afford

to pay, or because we, with due regard

to the full employment of our workers,

cannot afford to collect, because, for

one thing, we shall be acting for both

reasons: the same conditions that will

then make it possible for Europe to

begin repayments, viz.: her ability to

export a surplus of commodities, will

make it inadvisable for us to receive

payment, which will be actually made
in the form of commodities.

All this is in the future. In the

meantime, through discussion and still

more through experience, we are pre-

paring ourselves for the day when a
decision will be required and time
is doing the real work. Exchange
rates are barely the ripples on the

surface.

America's Cooperation Indispensable to International

Security

By Pierpont B. Notes ^

President Oneida Community, Limited, American Commissioner on the Inter-Allied Rbineland

Commission, 191^20.

I
AM bound to confess that I feel

only an academic interest in the

discussion of plans for the economic

rehabilitation of Europe. I cannot

believe that economic schemes, even

the most practical, will produce any
considerable results until certain vital

political problems have been solved.

A necessary basis for economic activity

is and always has been political security,

just as civilization itself awaited the

attainment of personal security. Un-
til men had established a modicum of

immunity from attack by their fellow-

men, our primitive ancestors stayed in

their caves or stole out furtively on

expeditions for food. Life was wholly

individualistic and even the beginnings

of social and material progress were

impossible. In the same way, in-

dustry, trade and finance thrive only

in an atmosphere of national security.

There is a surprising parallelism be-

^ Author of While Europe Waits for Peace,

Macmillan, 1921.

tween the relative industrial develop-

ment of the different countries and the

relative security each has enjoyed,

whether the latter has resulted from
accidental geographical considerations

or from racial temperament.
The European political system has

never and can never give permanent
security. Continental Europe through-

out its history has enjoyed only little

patches of security, always underlain

by plans for the next war. The
continental political system is the

result of evolution during centiu*ies

when men valued political power much
more than they did economics, and the

habits and traditions of European
militaristic diplomacy have become too

fixed to be changed without pressure

from the outside.

Under this European system rulers

and statesmen build military alliances

ever stronger, one nation against

another, while the ordinary citizen is

cajoled into patriotic assent—^the am-
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bilious, by promise of glory and profit;

the fearful, by hopes of peace through

"balance of |)ower." This building of

alliances and piling up of preparations

for war goes on until war is inevitable

and comes almost as a relief. It is like

a dam thrown across the course of a

stream, an embankment built con-

tinually higher as the waters rise. The
bursting of the dam may be long

delayed, but catastrophe at the end is

certain.

The economic organization of soci-

ety in Europe has grown up as best it

could during the little intervals of

peace, and it has grown up in spite of

government and in spite of the policy

of rulers. Everywhere the character

of European industrialism shows the

blighting effects of its historical sub-

servience to militarism.

American Security and European
Vigilance

Here in America our geographical

position has for a century so shielded

us from outside aggression that we
have forgotten the very essential part

played by national security in our

preeminent economic development and

in the maintenance of our material

prosperity. We have come to take

security for granted as we do the air we
breathe. It is unimportant whether

our security has been at all times as

complete as we believed it. The
governing factor in our development is

confidence which through most of our

history has permitted us to go about

our business of organizing production

as if war and the necessity for military

preparation either did not exist or were

very secondary to our economic activi-

ties. Europe placed military considera-

tions first. We placed the social and
economic first, and the effect of this

fundamental difference is shown both

in th? relative material development of

the two continents and in their tradi-

tions and ideals. The difference is —
partly psychological. It may be
compared to the difference between the

atmosphere of security surrounding

life in a New England town and that

of vigilance in one of the old western

mining camps. In the former, although

crime and criminals still exist and the

citizen may be said to be in some
theoretical danger, yet, as a matter of

fact, the townsman goes about his

business unarmed and oblivious to the

chance of attack. In the mining town
of the last generation even peaceable

men gave much thought to self-

defense. When they walked abroad

they placed pistols in their belts as

naturally as they put on their hats.

For more than a century America
enjoyed the security of isolation. We
have this no longer. The events of

1914-1917 proved that the develop-

ment of transportation, the advance

in military science and the integration

of empires and alliances have forever

destroyed our isolation, and with it our

separate security. It is probable that

in America we lost the reality of inter-

national security ten years before we
recognized it was gone.

This generation has seen in Europe a

little longer period of peace than usual.

It saw the great European "dam"
called "balance of power" built higher

than ever before, and in the end, it

witnessed the most devastating war in

all history—a war which revealed our

inevitable partnership in future Euro-

pean wars, and hence our vital interest

in reforming the European political

system.

I am not condemning Europe or

European statesmen, but am stating

facts which every far-seeing European
will acknowledge. More than one such

has assured me that the people of the

Continent cannot break with their old

traditions unless they are led or forced

by a power outside themselves. There
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are too many historical distrusts and
hatreds. For too many centuries

racial antipathies were encouraged

among European peoples in the interest

of autocracy, and too many cynical

politicians now find these antipathies

their best political support. It is

perhaps well for us to remember that

our own traditions and international

ideals are not so much to be credited to

superior virtue as to the isolation and
security we have enjoyed.

New Hope of Liberalism

In December, 1918, Europe pinned

its hope to a new internationalism

which the United States would bring

to it. The passionate welcome given

to Woodrow Wilson was an expression

of this hope. Europe accepted the

League of Nations as a foundation on
which to build a new political system
on the American model. Dvu-ing those

first few months new ideals were

everywhere discussed in Europe and
liberal statesmen were supported in

every country.

Then we deserted. Within less than

a year after the Armistice our intention

to withdraw from European affairs had
become evident and a panic of reaction

ensued. Everywhere arose a fear that

the time lost coquetting with American
ideals had sacrificed political and
military opportunities. Fear increased

old hatreds. It brought the old-line

nationalistic statesmen to the front

and discredited anti-militarist leaders.

The old politico-military formulas were

reestablished. A feverish quest for

military alliances began and has con-

tinued up to the present time.

Great Britain alone has kept up
hope and maintained the struggle for a

new order. To a certain extent the

Channel has done for her political

development what the Atlantic did for

us. Since 1919 Mr. Lloyd George has

fought the battle alone and, if one may

judge by current events, he is losing.

So much for generalities.

During the Armistice and for a year

after the delegates to the Peace Con-
ference went home, I was the sole

representative of the American State

Department in the Rhineland. After

the Peace Conference the Rhineland
became the storm center of Europe.

As the American member of the Inter-

allied Rhineland Commission, which by
the treaty became the supreme repre-

sentative of the Allies in the "oc-
cupied" territory of Germany, most
of the plans, ambitions and intrigues

of that period necessarily came under

my eyes. I believe I was unprejudiced,

and I know that I honestly tried to use

my American business training to

appraise accurately the different Euro-
pean national aims and the principles of

men responsible for European policy.

After the Armistice, France, the

natural leader of the continental

nations, had a great fear, and we must
admit it was a legitimate fear. She
had for neighbors seventy million

revengeful Germans, who had demon-
strated more than once their will and
their ability to crush her unless she

had the most powerful support. Yet,

during the Peace Conference and for

several months thereafter, the people

of France showed a willingness to

compromise with American and British

ideals. The hard-boiled nationalists

were in eclipse. Even moderate na-

tionalists were apologetic and sought

their ends by indirection. The spirit

of revenge, in principle at least, was
deprecated. Everywhere I felt that

the majority of the responsible men of

Europe were willing to exchange a

portion of the military advantages of

victory for a chance of new security.

Effect of Present Policy on France

Then, I saw the hope of American
assistance fade, and with it the spirit
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of liberalism in Europe. Popular fear

instantly regretted the lost time and
opportunities. From that time the

spirit of M. Poincare (than whom there

is no more honest patriot, along the

old nationalistic lines) came to represent

the spirit of France. On the one hand,

military alliances with Belgium, Poland

and other countrieswere eagerlysought;

on the other, a determination to ruin

or break up Germanybecame a national

obsession. Many were the plans to

accomplish this object, such as the

insistence on impossible reparations,

the several attempts to separate the

Rhineland from Germany, the threat-

ened occupancy of the Ruhr, the

attempt to lure Bavaria into a separa-

tion from the (Jerman Reich and
the handing over of Silesian coal to

Poland.

There came a day, however, when
the keenest minds in France realized

that seventy million Germans could

not be permanently ruined or sepa-

rated. At the same time came a

realization that circumstances had
left France far and away the pre-

dominant military power in Europe.

Continental political logic pointed to

only one course of action—namely, to

insure the safety of France by main-

taining this military predominance.

Recent events have confirmed my
belief that a military domination of

Europ)e is in the minds of those who
now control the destiny of France.

Consider for a moment. The two
most obviously necessary measures for

accomplishing this purpose are

:

First, to keep Germany weak, help-

less and at the mercy of France as

long as possible. This requirement is

being accomplished by an unyielding

insistence on reparation payments
which are absolutely impossible of

fulfillment. Such insistence serves to

keep Germany a treaty-breaker, a

condition which not only insures

an indefinite "occupation" of the

Rhineland, but renders probable prov-

ocations which will warrant "occupa-
tion" of the Ruhr by a French army

—

an "occupation" which is, I believe,

the crux of the French military policy.

Personally, I expect to see a French
army in the Ruhr before the end of the

present year, unless Mr. Lloyd George
actually goes to the extent of threaten-

ing a break of the Entente.

The second necessity is an over-

powering army. France has today
nearly 850,000 fully equipped soldiers

under arms. And France refuses to

discuss disarmament.

Effect of Present Policy on
Germany

As to the effect of the present

European policy on Germany, I can

speak with even more first-hand knowl-

edge. While in the Rhineland I

studied all classes, not only directly,

but through weekly reports of personal

representatives scattered throughout

the country, whose business it was to

interview farmers, workmen and pro-

fessional men on subjects which bore

on the relation of the German people

to our "occupation." I found the

masses in Germany astonishingly non-

political. In general they cared little

about the form of their government or

who should rule them, if only they had
food, fuel and peace. I found very few

of them strong for a return to Kaiser-

ism. All classes, except the very rich,

were inclined to give the republic a

trial.

After the War, world hopes for a

pacific Germany centered in the new
republic, in the lesson taught the mass
of the people by the War and in a

change of the ideals of the new genera-

tion. Continued misery is now turning

the German people away from the

republic. They look simply at the

fact that under the empire they were 3
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well fed and happy, while now they

are hungry and miserable. Through-

out historythe middle classes have been

the bulwark of democracy. There is

today in Germany a serious danger of

an alliance between the extremes of the

social classes against the middle.

Again, the new generation in Ger-

many, seeing the other nations of

Europe relapsed into pre-war inter-

nationalism and having more than a

suspicion that France has adopted

many of the German pre-war ambi-

tions, will come to believe their present

misfortunes due not to false ideals or

the immoral policy of their govern-

ment, but to faulty technique. They
will be easily assimilated to some
future imperialistic planwhich promises

through a better preparation to obtain

for them revenge and national glory.

Summary and Conclusion

To summarize:

1. The attempts to rehabilitate

Europe economically will be futile, or

at least the results trivial, until security

is attained.

2. In all the centuries the European
political system has never created

anything but temporary security.

3. Modern weapons and the present

financial and political demoralization

render the promise of future security

under the continental system too tem-

porary for economic revival.

4. The continent of Europe is so

bound by habit and tradition that it

cannot alter its political system without
outside help.

5. The United States by the accident

of geography has enjoyed security and
developed a system adapted to secu-

rity, hence adapted to encourage indus-

try and trade.

6. Our peculiar relation to Europe,

and especially our financial position,

place it within the power of America to

force upon the continental nations

those non-militaristic political formulas

which have made a peaceful association

of states possible on this side of the

Atlantic.

7. Not only is it our duty to render

assistance, but industry, trade and
finance have become so internationally

related that we cannot prosper unless

Europe prospers, while European mili-

tary alliances are now on such a huge
scale and the catastrophes so terrible

that we must in future always suffer

with the rest.

We have refused to join the League
of Nations—^the first attempt ever

made to get together all the nations of

the world, big and little, for the purpose

of establishing international public

opinion as a support for peace and
justice. We have refused to help

apply our own ideals—^to aid an asso-

ciation built on our own model. We
have cynically disclaimed other mo-
tives than selfishness for this desertion

by joining three powerful nations in

an old-fashioned alliance—of the con-

tinental model.

I still believe the United States will

join the League of Nations. When
those practical facts—persistent busi-

ness depression and the cause of that

depression—^force their way through

the murk of sentimental and political

misconception developed during 1919

and 1920, when the farmer, the miner,

the workman and the business man
brush aside the prudery which now
makes it bad form even to mention the

League of Nations, our people will see

the inconsistency of America's posi-

tion, the tragedy of our desertion, and
will insist that the United States join

with the other peoples in a league for

peace.

Then we will join the League of

Nations and our leadership will make
of it the most powerful factor for the

maintenance of peace and security in

the world; and then, and then only.
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the first effective step will have been

taken for the rehabilitation of Europe
—^and of America.

In conclusion, I wish to say that I

am not primarily making a plea for the

existing League of Nations. I merely

desire to bring up for consideration cer-

tain conclusions forced upon me by
personal observation of the tragic rise

and fall of a great hope.

I saw the mass of the French
people, in the sunshine of a new
American-made security, develop such

powerful anti-military sentiments as to

give effective promise of a new inter-

nationalism in Europe. I repeatedly

heard representatives of the great

middle class condemn their nationalistic

statesmen and from December, 1918

until October or November, 1919 I

observed the immense popular support ^
given to liberal leaders.

And then America withdrew and the

dream faded and fear came back
stronger than ever. It was a great

fear which drove men to military

schemes and military leadership as

their only alternative. I left Europe
with a firm conviction that only Amer-
ica could check the rising tide of fear-

bred militarism and that without our

political cooperation no security could

be established in Eurojje suflScient to

form the basis for economic revival.

And I join an increasingly large

number of American business men in

believing that, until such European
revival is made possible, we can expect

no relief from our present business

depression.

Is American Prosperity Dependent Upon the

Rehabilitation of Europe?

By Samuel M. Vauclain
President, Baldwin Locomotive Works, Philadelphia, Pennsylvania

AN answer to this question from
the point of view of a manu-

facturer is easily given; namely, that

America, meaning particularly the

United States, could, if necessary, get

along without Europ>e. All essential

products, including capital, are being

produced in the United States, and if a
cataclysm should destroy Europe it is,

of course, obvious that North and
South America could continue to

exist very well. Mere existence, how-
ever, is not living to the fullest capacity

of our opportunities, and the elimina-

tion of Europe would be a very un-

pleasant process. Furthermore, the

readjustment to such elimination would
be long and painful and attended by
great suffering in this country and
throughout all that would be remaining

of the civilized world. If in the

original creation of the world Europe
had been eliminated there is no doubt

but that the world would have satis-

factorily prospered.

The United States of America has

long been an associate of European
nations. It has built up a foreign

trade in raw materials and the products

which were necessary to these countries,

and without which it would have been

impossible for them to have achieved

so great a place in the world's manu-
factures; and thus our prosperity, as

well as that of these European nations,

gradually became greater and their

activities or industries more diversified

with the gradual increase and im-

provement of the means of transporta-

tion and commimication employed.
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Therefore, it is evident that the pros-

perity of our people here in America
demands a reestablishment and a

continuation of the association that

was built up during the years prior to

the last war; and for America to

deliberately refuse to assist in Euro-

pean rehabilitation would be un-

thinkable.

When we consider what the term
rehabilitation means, we at the same
time realize that the interests of the

United States are so closely inter-

woven with those of the European
nations that to secure an economic

revival of European business there must
be accomplished:

1. A stabilization of exchange, the

balancing of budgets and a retrench-

ment in the matter of governmental

expenses.

2. A definite settlement of the in-

terrelated questions of Grerman repara-

tions and allied debts.

3. A definite settlement of inter-

national boundaries.

A careful consideration of the first

requirement toward this accomplish-

ment will establish the fact that the

stabilization of exchange must be

brought about by a more general

exchange of commodities between the

nations involved; that certain re-

strictive conditions now prevailing

must be either wholly or in part

abandoned, and that the living condi-

tions of the masses must become more
uniform, so that the money of any
nation will command its full value in

the conduct of international business.

The balancing of budgets can be

accomplished only by taxing the people

sufficiently to meet the necessary

expenses of the government where

inflation has taken place, and this

difficulty seems to be difficult not only

among all European nations but is true

also in regard to the financial affairs

of our own country.

Retrenchment in all governmental
expenses is therefore necessary not
only in the United States but in every
European nation as well. The com-
mon people must realize that the

country belongs to them. They are

the workers, the producers, and the

nation as a whole cannot prosper

without a maximum effort on their part.

Unfortunately, however, there are

many difficulties prevailing in Europe
which do not prevail in the United
States. The racial antagonisms that

have existed for centuries, instead of

growing less as the result of the War,
have largely increased, owing to the

redistribution of the country and the

creation of new governments, many of

them consisting of mixed peoples.

We have, for instance in France, a
serious situation, a constant fear that

should she reduce her national defense

she would once more be overrun by
German hordes. We here in America
do not fully realize the situation.

France, at the recent congress of

nations held in Washington for the

diminution of the navies of the world,

acquiesced; but when the question of a
reduction in her military expenditures

for the maintenance of an army con-

sidered sufficient for her future pro-

tection was presented, she veryproperly

refused to be interfered with in this

connection.

If, however, it were possible to

change about the nations of the world
as we do pawns on a chess board and
give to France as a neighbor, in lieu of

Grermany, our own neighbor on the

north (Canada), and then substitute

for Canada the warlike nation of

Germany, we should be compelled to

maintain an army, to fortify our

northern frontier and to live con-

stantly in the dread of a German
invasion. France could then safely

abandon her army or reduce it to a
basis as low as that which we here in
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the United States now enjoy. It is,

therefore, impossible to see how France
can safely relieve herself of this burden
under present conditions.

This same situation is even more
acute in Poland, a nation which has

been deprived of self-government for

more than a century, and which is

now rapidly justifying its existence.

She is confronted with the Bolshevists

on the east and the jealous and grasping

Germans on the west. Her expenses

for military necessities will continue

to be large until some method is

determined upon that will insure

permanent safety from the invaders.

We in the United States feel we should

remain at home and mind our own
business and permit Europe to settle

her own diflBculties. But it may be

found impossible for Europe to do this;

and it may also develop that her con-

tinued distresses since the War will

become more and more aggravated as

time goes by and thus make it ab-

solutely necessary for this country to

become interested in European affairs;

and by its association or influence

bring about a condition that will insure

peace and happiness to the common
people who now are so deeply distressed.

Debts and Reparations

In regard to the second requirement,

we must not lose sight of the fact that

the governments of Europe are today
debtors to the government of the

United States to the extent of ap-

proximately $10,000,000,000. There-

fore, from a monetary interest alone,

the United States is most deeply con-

cerned in the rehabilitation of Europe;
a rehabilitation which will enable

Europe to repay the loans so generously

made during the War, so that then
she might keep up the struggle and
secure a victory.

On the other hand, our largest

debtors, i.e.. Great Britain and France,

also have vast sums due them by
Germany, Russia and other Euro-
pean countries for loans made before

the War, during the War, as a result

of the War, and reparations, in con-

sequence of which the different nations

of Europe feel that Grerman reparations

and American credits in Europe are

inseparably associated. It is im-
possible for one to conceive how either

England or France can meet her
obligations to the United States until

they have each become prosperous, and
the reparations and other expenses at-

tributable to the war have been satis-

factorily discharged by the German
nation.

In business, obligations entered into

are never cancelled. When it becomes
impossible for a corporation to meet its

obligations its affairs are liquidated

and it passes out of existence. It is

impossible, however, for a nation of

the magnitude of Germany (so highly

cultivated and so advanced in the arts

and sciences of the world) to permit
itself to disappear as a nation. There-
fore, in order once more to be able to

resume her former standing among the

nations of the world, she must pay the

price which she agreed to pay, in order

to escape the fxui^her punishment which
she so justly deserved.

It is just as necessary for nations to

discharge their obligations one to the
other as it is for those in the ordinary

business affairs of those nations to do
so. And until Germany arrives at the

conclusion to pay her debts first we
can expect no material advance in the

rehabilitation of the European coun-

tries now suffering. And in the

interim, the many interests of those

countries will suffer and the progress of

the world at large be retarded.

Boundaries

To consider the third requirement,

if all the disputes now existing between
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European nations as to their boundaries

could be definitely settled, and the

settlement be guaranteed and pro-

tected in the future by a combination

entered into by the various European
states for that purpose, reductions in

military armaments could proceed in a

manner similar to the reduction of

naval armament already agreed to.

There would then grow up gradually

a feeling of confidence regarding each

other's good intentions. This restora-

tion of confidence, in my opinion, is of

the highest importance; for, as before

mentioned, nations are but a super-

form of business companies, and a

successful business relationship is im-

possible unless there is confidence in

the integrity of those with whom we
are dealing. If such an era of good
feeling could be established there

would naturally result an intercourse

of trade and a material reduction in all

governmental expenses—a reduction

that must be made if the common
people are to be relieved of their

burdens of taxation.

In estimating the situation existing

in Europe today, after having per-

sonally traversed the entire area west of

Russia, not only immediately follow-

ing the War but during the most re-

cent months, find that the producing

and consuming capacities have both
been greatly depleted. The producing

capacity has been reduced by devasta-

tion, debt, death, political disorganiza-

tion and inefficiency; also, to a very
large extent, by the destruction of

accumulated wealth, known as capital.

This destruction of capital now prevents

the necessary work of rehabilitation

in Europe from being carried out, so

far as Em-ope itself is concerned. In
many cases lack of ability to produce is

caused as much by the shortage of cap-

italoraccumulated goods as by anything
else.

Not more than fifty per cent of the

producers of the world are in condition

to deliver their full quota under

favorable conditions. One half of

the remainder of the world, including

the states of western Europe (owing

to the devastation and financial poverty

caused by the War) are unable to

produce at present more than one-half,

or fifty per cent of their pre-war quota

of the world's requirements. And the

remaining one-quarter of the world's

producing capacity has almost, if not

entirely, disappeared—at least, it is so

small as to be negligible when comput-
ing the world's work, or its ability to

produce.

Such is the condition prevailing in

Russia, where unwise governmental

management has dried up practically

all of the wealth-producing sources

possessed by that great country prior

to the beginning of the War. Russia

has not only been pronounced by our

able Secretary of State, Mr. Hughes,

"an economic vacuum," but it has

since been authoritatively stated to the

speaker, by those prominent in the

affairs of government and well-in-

formed as to conditions prevailing in

that country, that it will so remain for

twenty-five years to come. Therefore,

it is certain, and cannot be ignored,

that the first step toward improvement
in the great wrecked empire of Russia

must be brought about in some manner
within the country itself.

In the rehabilitation of Russia the

countries of western Europe are most
vitally concerned. At least 40 per cent

of their foodstuffs and raw materials

necessary for the sustenance and
complete employment of their peoples

must be obtained from this vast area.

In my judgment, no effort can be made
by either Europe or the United States

of America that will promise success,

except to begin this rehabilitation at

the extreme edges of the country and
gradually bring about peace and
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occupation and liberty regulated by
law, as the industrial armies progress

with the invasion.

We cannot reasonably expect the

nations of Europe at present to con-

tribute largely to the wants of nations

seeking to restore their destroyed

facilities, or build newones in the nature

of expansion; because the undertaking

of such work involves the supply of

these services for future payment. In

other words, the customer has nothing

at this time with which to pay, and
consequently must be allowed time in

which the earnings of this new work
will pay for the work itself.

America a Creditor Nation

The United States of America is the

only nation in the world today having

sufficient spare wealth or capital to

invest in these new undertakings and
in the improvement of the equipment
of the various countries, thus increasing

their productive capacity. Our stand-

ing has been entirely changed by the

War. Although our foreign trade at

this time is higher than that of our

pre-war level, it must not be forgotten

thatoiu" productive capacitywas greatly

increased during the War period, and,

therefore, to find an outlet for this

capacity we must increase our foreign

or export trade. The opportunity is

now before us, and such increase for us

is entirely reasonable, owing to the

curtailed productive capacity ofEurope.

From a debtor nation, concerned

chiefly with its own development, the

United States has now become a

creditor nation and concerned, whether
willingly or not, with the development
of the whole world. Since the early

days of the War Europe has been able

to pay in kind for only a small portion

of the material supplied to her by the

United States, with the result that she

has acquired a great debt. Prior to the

War the United States was indebted to

Europe for upwards of $4,000,000,000,

while now she is a creditor to the rest

of the world to an extent exceeding

$12,000,000,000.

It has been shown that instead of

having to export material to the value

of $200,000,000 or $300,000,000 a year

to meet interest payments of other

nations, the United States will have
to import products of other nations to

the extent of about $800,000,000 or

$900,000,000 annually in order to

receive interest and principal upon the

foreign loans she has granted since

the War began. Until about 1920 the

United States took payment for her

excess exports mainly in securities, but

with the weakening of credit and trade,

she began to demand payment in

gold, with the result that during the

last two years over $800,000,000

worth of gold has been transferred to

the United States. Such a flow of gold

naturally could not be continued in-

definitely, and the problem of assisting

in the rehabilitation of Europe is being

solved by the sale of securities by
Europe to the United States.

To permit this method of solution

the people of this country must have

confidence in other nations, and it is

this feature of confidence that I have

so strongly emphasized in one of the

preceding paragraphs. Very fortu-

nately, this feeling is being established

and the export of American capital to

foreign countries is now taking place at

an unprecedented rate. This flow of

capital enables foreign markets to buy
materials here; not only raw materials

as in the past, but manufactured

products and machinery. The hand-

ling of foreign finance and foreign

business on a large scale in the United

States is comparatively new, and, as in

all new endeavors, mistakes are likely

to be made which can only be corrected

with time and experience. The foreign

trade of the United States is sure to
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grow (nothing can stop it) but it will

grow more or less quickly and more or

less satisfactorily in proportion to the

intelligence of the management and the

salesmanship supporting it.

Wealth can be acquired only by
work. The entire army of workers

throughout the world must now forget

that period of artificial prosperity

which it enjoyed during the period of

the War; a temporary prosperity

among the workers, both employer
and employed, that has plunged most
nations excepting the United States

into financial chaos, if not absolute

bankruptcy.

Roubles that in 1914 were worth 51^
each, or say two to the American dollar,

now have a value somewhere in the

neighborhood of 1,000,000 to the

dollar. This number may not be
exactly correct, but accuracy is not

necessary because the paper itself is of

more value in its original form than
when ornamented with printer's ink

to represent a monetary value. Our
workers, which include all those en-

gaged iri production, must now learn

how to produce the maximum for

compensation received, rather than

expect to receive the highest possible

compensation for a minimum of serv-

ices rendered.

Restoration of Confidence

The reconstruction of the war-

devastated areas and the expansion

and development of new countries in

different parts of the world is there

waiting to be done, and must have the

services of real money or capital

accumulated somewhere and waiting

to be used. This somewhere is now the

United States, and our falling money
rates show that capital is being pro-

duced by us faster than it is being

consumed. A return to increased

activity can only follow a confidence

in those whom we endeavor to serve

that their commitments will be met. A
credit system that will apply itself to

the world's requirements must be

built up. A determination to proceed

must definitely be acquired by Ameri-
cans, after which rehabilitation, not

only of Europe but of the entire world

outside of our own God-blessed coun-

try, will proceed rapidly and perma-
nently. •

Those of us who have been busily

engaged since the War in an effort to

build up a trade with the outside

world, have learned that only by first

creating a feeling of confidence and by
displaying a willingness to participate

in the possibilities of the future have
we been able to lend aid in the rehabili-

tation of some countries and the

development of others.

Confidence precedes credit, and charac-

ter precedes confidence. I have always

been optimistic and felt that the innate

common sense of the various nations

would in the end develop a common
ground whereon some mutual under-

standing could be reached after the

tremendous upheaval that the world

has just experienced. My own com-
pany has happily been in accord with

this policy and we have provided

transportation to Belgium, Poland,

South America, and to our near neigh-

bor, Mexico, in all of whom we have
the fullest confidence regarding their

integrity and intention to pay—in

their development upon a credit basis,

or, in other words, a confidence basis;

and these obligations entered into are

all being faithfully met.

Other producers in the United States

have been in accord with my views, and
still more now seem to be agreeable to

this policy, judging by the confidence

that is being displayed in the various

foreign loans lately placed in this

country.

The Genoa Conference, to which I

have been opposed ever since its
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suggestion, has accomplished nothing

so far, excepting a postponement of

ultimate rehabilitation. The bitterness

that has been uncovered and the in-

creased thought of how to prociu-e

separate advantages will retard con-

fidence rather than promote it. The
United States by its wise determination

not to participate leaves us in the

strongest possible position to step in at

the opportime moment and blast the

way for other nations to follow in the

recovery to the world of the Russian

domain, and to place it once more
among the world's assets, instead of, as

it now exists, a liability of the gravest

character, menacing not only the peace

and prosperity of Europe, but also a
civilization that has required centuries

of bloody wars and continued effort to

develop.

Briefly summarizing the subject

from the point of view of an American

manufacturer or businessman, who not

only loves his own country, but has a

confidence in and an affection for the

peoples of other nations, I firmly

believe that American prosperity deeply

depends upon the rehabilitation of

Europe. I believe that Europe as a

customer is morally sound and is

entitled to our fullest confidence, and
that the ultimate solution of the

problem will be the creation of new
engineering enterprises upon the basis

of permitting suflBcient time for pay-

ment to elapse, in order that the

enterprise itself will produce the excess

wealth necessary to repay its original

cost. Europe will then not only be

rehabilitated, but will be enriched, and
the United States herself will prosper as

she has never prospered before.

It is America's opportunity; it is

America's duty,—^we should respond

to the call.

America's Interest in the Rehabilitation of Europe

By William S. Culbertson
Vice-Chairman, United States TariflF Commission

I
AM conscious that it is presump-
tuous in me to discuss in so short

a space our interest in the rehabilita-

tion of Europe. It is a great tempta-
tion to indulge in glittering generali-

ties, but I have before me as a warning
that wise paradox, that "all generaliza-

tions are false, including this one."

It is also difficult at this time to re-

frain from uttering certain phrases,

certain catch words, which might
satisfy our judgments up>on this very

complex problem of our relation to

Europe. But like a theologian who
recently said that he did not intend to

aUow his Christianity to depend upon
the credibility of Judges or the

edibiUty of Jonah, I shall not allow my

judgment upon this present situation

to be determined by any catch phrases,

such as the "League of Nations,"

or the "cancellation of inter-allied

indebtedness," or any other simple

theory by which we are to pull Europe

out of the mud. The rehabilitation of

Europe must begin in Europe; it will

not begin in the United States.

Our interest, however, in the re-

habilitation of Europe is fundamental

and very vital. I should not say that

the prosperity of the United States

depends primarily upon the economic

recovery of Europe, but that we do

have a direct interest in Europe's

stability and prosperity.

Two English ladies were once dis-
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cussing the diflFerence between a mis-

fortune and a calamity. Disraeli, who
happened to be present, was called

upon to decide the controversy. He
said, " That's very easy. If my politi-

cal opponent, Gladstone, should fall

into the Thames, that would be a
misfortune, but if somebody should

help him out, that would be a

calamity."

Perhaps, the failure of Europe to

rehabilitate itself, from our point of

view, would not be a calamity, but
certainly it would be a tremendous
misfortune. Our prosperity rests on a
much broader basis than our trade and
financial relations with Europe. For
the present I am speaking only of

economic problems. In spite of the

tremendous expansion in our export

trade, in spite of the importance of

international finance to us today, the

basis of our prosperity in this country

is in domestic finance and in domestic

trade.

Changes in Our International
Account

I am entirely aware of the very

important changes which have taken

place in our international account

since 1914. We have piled up a gold

balance which is embarrassing. Some
of our industries, which before the

War regarded the export market as

merely incidental, have now come to

depend upon it for their prosperity.

We extended large loans, both private

and public loans, to Europe. We have
made a start toward—I was about to

say a merchant marine—^but I will not

go that far; we have accumulated a
large number of ships which are today
carrying a substantial part of our

overseas commerce.
These changes which ordinarily

come to a nation gradually—in a
generation or two—have come to us

suddenly, and have precipitated a

clash of class interests in the United

States somewhat similar to that which
occurred in Great Britain in the middle

of the nineteenth century. Some have
even attempted to extend the analogy
between our position today and that

of Great Britain during that period.

It has been pointed out that Great

Britain came to a place where she had
to export a great quantity of goods.

Her industries had outgrown the home
market. She had loaned a large

amount of capital abroad—in the

United States and in the Argentine—

•

and dividends were beginning to be-

come payable. She had developed a

merchant marine that was carrying a

great part of the commerce of the

world. Because of these conditions,

certain classes advocated the abolition

of the com laws in order that foodstuffs

and raw materials might flow into

Britain and support her growing in-

dustries. The measure was violently

opposed by the agricultural classes,

and there ensued a struggle betweenthe
manufacturing and agrarian interests

which was nothing short of a social

revolution. Certain classes in our

country see a parallel, but Britain's

situation then differs essentially from
ours today. We are more vitally

interested in the development of our

great internal resources than in the

extension of our overseas trade or in

the development of our merchant
marine, and while these latter interests

are important to certain classes in the

community and need to be considered

in the wider aspect of our national

development, they, nevertheless, are

only a part of the picture and should

not be given undue emphasis in con-

sidering the problem of the rehabilita-

tion of Europe.

Class Interests

There are a number of class in-

terests in the country. Our great
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exporting industries, importing con-

cerns, shipping, and international fi-

nance, are, of course, interested in

freer trade relations. On the other

hand, there are our manufacturing

interests, our great manufacturing

structure, which has been built up
under conditions which preceded 1914.

At the present time the unsettled con-

dition of the currencies in Europe] and
the eager efforts which European in-

dustries are making to regain their

pre-war markets in America, seem to

justify Congress in giving to the pro-

ducers of this country the benefit of

the doubt, if any exists.

At the same time our agricultural

classes have become very much in-

terested in the problem of protection.

A situation has developed which is

sometimes overlooked, namely, that

certain of our agricultural products are

no longer on an export basis. We are

introducing into this country large

quantities of certain agricultural prod-

ucts from abroad. Take, for example,

the meat industry. We had a net

export of meat products up until 1913,

when we shifted to a net import from
abroad. This continued until 1916,

when, under the stimulus of war, we
again shifted to a net export basis.

In 1920, however, the import tendency

reappeared and we went back once

more to a net import basis. That is

probably the extreme case, but in

general it may be said that our new
lands have all been taken up. In-

tensive agriculture is taking the place

of extensive agriculture. Abroad in

Argentina, Canada, Manchuria and
Siberia production of typical American
products is being carried on under con-

ditions of extensive agriculture. It is

under this condition that our agricul-

tural classes are gradually becoming
interested in the problem of protection.

A, problem of statesmanship is

raised by the clash of different in-

terests as Mr. Strauss ^ so very interest-

ingly points out. There are certain

tendencies which need to be restrained

on the one side and certain tendencies

which need to be encouraged on the

other, so that in building up the struc-

ture of our domestic prosperity, bal- I

ancing the interests of exporters with [

those of producers, the interests of

finance with those of the importing

class, we may build up a diversified

national structure which makes the

real basis of our prosperity.

In saying that, I have done so

partly as a warning. In discussing a

subject like the rehabilitation of

Europe there is a great tendency to

over-emphasize the importance of

individual factors. We do have an
{

economic interest in the rehabilitation

of Europe. Many of our agricultural

products, for example, are still on an
export basis and they depend upon the

European market for their sale. There-

fore, a poor Europe means the lack of

prosperity in certain agricultural

communities. Many of our manu-
facturing industries are on an export

basis. They want to sell goods in

Europe. A poor Europe means a

decline of prosperity for them, and

even in the case of our exports to

South America and to Asia, a poor

Europe will make it impossible for

Europe to buy the products of those

countries and furnish bills of ex-

change to pay us for our exports to

them.

Suggestions as to Rehabilitation

It may be presumptuous for me to

attempt any solution of the problem of

Europe today, but having no expert

record on this subject to preserve, I

venture one or two suggestions.

The importance of Russian trade is

widely recognized. At present the

political diflSculties bulk large, but

^ See page 46.
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necessity and time are working for a
sane solution. It seems to me that

much of the economic rehabihtation of

Europe must begin with Russian
trade revival; that the reestablishment

of sound trade relations with Russia

based upon progressive, productive

methods in Russia, will be the be-

ginning of the economic rehabilitation

of Europe. Particularly is this true

in the case of the rehabilitation of

Germany. If Germany is to pay
reparations she must increase her

exports, and she must be able to base

that export trade upon her trade with
Russia. Until the reparations problem
is settled; until payments are reduced

to a definite basis and reparations to an
amount which Germany can pay, it is

probable that European countries will

not balance their budgets. Until the

budgets are balanced, the currencies

will continue to be depreciated, and
the difficulties arising out of that

situation, which I may say in some
cases have been greatly exaggerated,

will not be remedied. Europe needs,

more than anything else, political

stability and a chance to re-assert her

reproductive power.

In 1918 Mr. Kerensky, talking to me
in London, said, " Go back and tell the

American people to have faith in the

reconstructive powers of the Russian
people." I believe that if a political

situation can be created upon which
the people of Europe may go to work,
there will come the rehabilitation for

which we all hope.

There is a story of a Persian who had
a donkey that would not go; so he
went to one of the sages of his people

and asked him what to do about it.

This sage gave him a bottle of acid

and said, "When you get out on the

road just put a little of this on the

donkey and he will go all right." So
the Persian started out on his journey.

When the donkey refused to go, he

applied a drop or two as prescribed,

and the donkey disappeared over the

horizon in a cloud of dust. The owner

was left sitting by the road, contem-

plating his loss and wondering what to

do. Finally, he bethought himself of

the acid. He took it out and put a

couple of drops on himself, and in a

short while he found himself waiting

for the donkey. If we could put some
acid of that kind on Europe and start

it to work, the process of rehabilitation

would probably follow in short order.

Conclusion

To avoid a misunderstanding, one

or two things should be said in con-

clusion. I do not think that we should

approach the problem of the rehabili-

tation of Europe purely as an economic

problem, for, of course, it is much more
than that. Europe is seeing ghosts of

the past; she is sorely in need of polit-

ical stability, and it wijl not come until

her people learn more charity. Our
attitude should be one of extreme gen-

erosity. We do not live by bread alone.

We have an interest far deeper than

economic gain in seeing Europe pull

through. If Europe does not come
back, America becomes the last

stronghold of the white man's civihza-

tion, and even if she does come back,

we may well give thought, we and
Europeans together, to where our

civilization is moving. If we go on
exhausting ourselves by wars and
post-wars, hatreds and hostilities, we
may find ourselves divested of our

leadership. Our civilization is essen-

tially economic at its basis, and if that

is cut away, what then? President

Harding saw this problem when he

called the Arms Conference, and its

success presages other progress, I be-

lieve, toward international conferences

on the great economic issues which

divide nations and which nations,

single and bargaining two by two,
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cannot solve. European problems

must be solved, but beyond them
there are international economic prob-

lems, world-wide in importance—prob-

lems of raw materials, colonies, foreign

investments, shipping and electrical

comimunications, which if they are not

solved by some international coopera-

tion will destroy not only Europe but

also America.

Europe and the Development of American
Foreign Trade

By G. B. Roorbach
Chief, Bureau of Research, Department of Commerce, Washington, D. C.

WITH an area constituting only

7.7 [>er cent of the land area of

the globe, slightly larger than the

United States and Alaska, Europe held,

before the War, 26.4 per cent of the to-

tal population of the world. This is

over four times the population of the

United States, more than ten times the

population of all South America and
equal to the total estimated population

of all Eastern Asia, including the islands

of Japan, the Philippines and the Dutch
East Indies. This large population

gave to Europe an average density of

120 people to the square mile, a density

of 3^ times that of the average density

of the world-population or the popula-

tion-density of the United States. The
density of Europe's population is

further indicated by the fact that out

of approximately 400 cities of over

100,000 people, 190 or 47.5 per cent are

in Europe.

The largeness of its population and
the concentration of that population do
not, of course, necessarily indicate that

Europe is a region of great economic

wealth. The economic importance of

a region must be measured by its

ability to support, in comparison with

the rest of the world, a large population

in comfort through the magnitude of

its production and its facilities for

carrying on trade and commerce.

Some measure of Europe's economic

importance is shown by the following

facts. In 1913, Europe had 33.4 per

cent of the railway mileage of the world.

This was slightly less than the railway

mileage of the United States. The
net tonnage of Europe's merchant
marine, on the other hand, was 69.3

per cent of the total merchant marine

of the world. In telegraph wire,

Europe possessed 60 per cent of the

total world-mileage.

In agricultural production, Europe
has been far the richest producing-area

in the world. Europe leads in the

production of most of the great food

crops, in spite of the fact that she is

also the greatest importer of agricul-

tural products from the rest of the

world. Table I shows the production

in 1913 of the leading agricultural

crops, indicating the per cent of the

total world-crop produced in Europe.

In 1913, European farms produced 96

per cent of the total world's rye; 62 per

cent of the world's oats ; 71.8 per cent of

the world's barley; 52.4 per cent of the

world's wheat; 18 per cent of the

world's corn; 92.1 per cent of the beet

sugar crop, and 42 per cent of the

total sugar production of the world.

Over 90 per cent of the potatoes of the

world were then grown in Europe, and
92.6 per cent of the olive oil. Of the

world's important food crops, only a
few are not found in surpassing im-I

I
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TABLE I. FooDSTXjFF Production in Euhope

1913, or 1913-14

Commodity Unit of Measure World Europe
Percentage:

Europe to World

Wheat Bushels

Bushels

Bushels

Bushels

Bushels

1,000 pounds
Bushels

Pounds
Short tons

Short tons

Bushels

Pounds

4,127,437,000

1,880,387,000

4,697,437,000

1,650,265,000

3,587,429,000

147,706,980

131,327,000

1,918,915,000

9,434,000

20,704,000

5,802,910,000

1,011,532,000

2,166,850,000

1,805,937,000

2,907,339,000

1,184,343,000

640,374,000

1,699,342

27,692,000

1,918,915,000

8,688,000

8,697,000

5,257,659,000

936,432,000

52.4

Rye 96.0

Oats 61.9

Barley 71.8

Corn 17.9

Rice (in husk)

Flaxseed

1.2

21.1

Flax fiber 100.0

Sugar, beet 92.1

Sugar, total 42.0

Potatoes 90.6

Olive oil 92.6

portance in Europe. Millet is not

grown in appreciable quantities, but

Europe produced 1.2 per cent of the

world's enormous rice crop, and nearly

18 per cent of the maize crop. In

addition to the grains and root crops

mentioned, 21.1 per cent of the flax-

seed crop of the world was produced in

Europe and practically all flax fibre

had its origin in this continent.

In the production of animals and
animal products, Europe's position is

less dominating than in vegetable

products. Nevertheless, as shown in

Table II, that continent had in 1913

nearly 51 per cent of the world's swine;

41.7 per cent of the goats; 32.4 per cent

of the sheep, and 30.3 per cent, of the

cattle. With this large animal popula-

tion there was a correspondingly large

production of dairy products, of hides

and skins, and of other animal products.

Of the four great textile raw mate-

rials, Europe before the War was a

leading producer of three, producing

26.8 per cent of the wool; practically

100 per cent of the flax, and 21 per cent

of the raw silk. Raw cotton is the only

important raw textile product produced

in insignificant quantities in Europe.

In area under forests, Europe, con-

trary to general belief, surpasses the

United States, although in lumber
production Europ>e is outdistanced by
the United States. Nevertheless, 33

per cent of the world's production of

lumber is estimated to have been

produced in Europe in 1913, as com-
pared with 47.3 per cent produced in

the United States.

TABLE II. Number of Domestic Andcaus in Europe

1913-14

World Europe
Percentage

Europe to World

Cattle and Buffalo 400,826,000

546,834.000

92.528.000

145.190.000

121,499,000

177,030,000

38,545,000

73,861,000

30.3

Sheep 32.4

Goats 41 7

Swine 50 9
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In resources of mechanical power,

Europe is exceptionally well-favored,

and the power developed therefrom is

correspondingly large. In 1913, 54

per cent of the world's coal was taken

from European mines, and 21 per cent

of the world's petroleum came from
European oil wells. The developed

water power utilized in Europe rep-

resented 38.6 per cent of the total

developed water power of the world.

In the important economic minerals,

few sections of the world are so richly

endowed as Europe. In addition to

coal and petroleum, Europe produced

in 1913: 59 per cent of the world's iron

ore; 90 per cent of the world's pyrites;

99 per cent of the world's potash; 95

per cent of the magnesite; 42 per cent

of sulphur; 30 per cent of lead; 59 per

cent of manganese ore; 93 per cent of

platinum, 23 per cent of tungsten;

38 per cent of zinc and 13 per cent of

copper, in addition to many other

mineral resources shown in Table III.

Only a few minerals of large economic

TABLE III. Peoduction of Minerals in Europe in 1913^

Commodity World output

in metric tons

Percentage contributed by

Europe
North
America

South

America
Asia Africa Oceania

Antimony
Arsenic ,

Bauxite

Chromite

Coal

Copper
Gold
Graphite ,

Iron ore

Lead
Magnesite

Manganese ore . .

Mercury
Molybdenum (c)

Nickel

OU Shale

Petroleum

Phosphate ,

Platinum

Potash

Pyrites

Silver

Sulphur

Tin
Tungsten

Vanadiimi (d) . .

.

Zinc

22,000

16,275

639,000

171,000

,332,300.000

(b)965,310

685

136,500

177,207,000

1,222,000

533,300

2,350,000

4,000

220

29,000

3,592,000

53,818,000

7,141,800

7

1,110,000

6,000,000

7,000

1,000,000

135.700

8.000

1,125

1,027,000

31

65

60

13

54

13

1

57

59

30

95

59

79

25

3

99

21

8

93

99

90

7

42

4

23

38

11

31

40

(a)

40

65

27

8

38

43

2

(a)

19

40

86

72

45

(a)

8

76

51

17

24

37

(a)

(a)

7

3

(a)

(a)

(a)

5

(a)

20

15

76

(a)

52

12

4

8

11

23

(a)

3

3

36

1

2

4

(a)

1

2

3

6

50

30

37

1

2

45

5

1

4

(a)

(a)

(a)

37

(a)

(a)

(a)

4

(a)

37

1

5.

13

(a)

20

(a)

(a)

32

11

(a)

2

7

1

(a)

8

22

13

16

' World Atlas of Commercial Geology, U. S. Geological Survey, page 5.

(a) Less than one-half of one per cent.

(b) Smelter output.

(c) 1915.

(d) 1912.
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importance are not found in important

quantities in Europe.

With such a great endowment of

resources in basic raw materials and

mechanical power, combined with a

large and energetic population, it is to

be expected that the amount of

manufacturing done in Europe would

also greatly exceed that done in any

other section of the world. And that

this is so, is indicated by the fact that

58 per cent of pig iron and 56.4 per

cent of the world's steel were produced

in European furnaces in 1913. Europe

also, at that time, accounted for 69.6

of the cotton spindles, and between 75

per cent and 80 per cent of the woolen

mill spindles of the world. In most

other lines of manufactured products

the mills of Europe were by far the

dominating influences.

These facts are perhaps sufficient to

indicate the place held by Europe as a

producer of wealth. That this conti-

nent should surpass in production any

other equal area of the world is not

surprising in view of the unsurpassed

combination of favoring geographic

factors here found. Possessing a

climate particularly favorable for the

development of a high type of energetic

people, resources of soil, forest, mine

and sea unsurpassed by that of any
other area of similar size, and a coast

line which makes its interior readily

accessible from the sea; situated cen-

trally to the important land areas of

the globe, and on the great trade

routes of commerce, Europe possesses

a combination of physical features

that lays the basis for the very highest

state of economic development.

Not only is Europe a great producer

of raw materials, food and manufac-

tured products, but she is also the great

source of commerce. As a result of

her great economic wealth, the conti-

nent is one of the chief sources of

supplies for export to the rest of the

world and the chief market for the

products of every other continent.

With all her vast production, Europe
cannot supply herself with foods and
raw materials in quantities sufficient to

support her people and her industries.

Hence, Europe is the great market of

the world, and has become the world's

great market place as well. It is to

Europe mainly that the remainder of

the world looks for a market—

a

market not only for raw products for

Europe's manufacturing plants and
foods for Europe's enormous popu-

lation, but a market also for manu-
factured goods. Table IV shows the

extent to which other countries have

depended upon Europe as a world

marketing center.

In 1913-14, 62.86 per cent of the

total exports of the United States were

TABLE IV. Exports to Europe 1913-14. Percentage of Total for Specified Areas

From
To

Europe
To

United States

To
Rest of World

United States

Per cent

62.86

54.48

26.13

72.90

90.11

46.25

76.85

Per cent

37.11

68.45

17.57

2.21

11.75

6.51

Per cent

37.14

Canada, Newfoundland, and Labrador 8.41

Middle America 5 42

South America 9 53

Africa . 7 68
Asia 42.00
Oceania 16 64
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sent to Europe and of Canada'sexports,

54.48 per cent. South America sent

72.9 per cent of her total ex]K)rts to

Europe; Africa, 90.11 per cent; Asia,

46.25 per cent; and Oceania, 76.85 per

cent. The only section from which
Europe received a smaller proportion

of exports than the United States was
Middle America, i.e., Mexico, Central

America and the West Indies. Here,

the United States was the chief market,

taking 68.45 per cent of the total, as

compared with 26.13 per cent for

Europe. Combining the export trade

of all countries of the world outside of

Europe, we find that approximately

64 per cent of the total was absorbed

by Europe before the War. As a
market for the products of all the rest

of the world, Europe was without a
rival. It is true that a part of the

trade indicated as destined for Europe
found its idtimate market in other

parts of the world, Europe acting as a
place of trans-shipment. But even
when we make allowance for transit

trade, the fact remains that much of

the world's prosperity has been closely

bound up with the ability of Europe to

buy.

Europe has been more than a con-

simier of goods produced in other
parts of the world; Europe has also

become a great marketing center, the
market place where goods are bought
and sold. The machinery for carrying

on international trade has been built

up in Europe and brought to a very
high state of perfection. As a world
marketing center Europe's position

has been unique. With her wealth of

resource as a base, her energetic people,

through long experience, have built up
a complex and efficient organization
for the distribution of world-products.

European cities early became the great

marketing centers, not only for Euroi>e
but fpr all the world. Great trading
companies, banks, brokerage houses,

and the machinery for financing trade"

have been developed in Europe until,

to a degree little realized before the

War, a large part of the complex

organization of trade was in European
hands. Disorder in Europe, therefore,

has put out of adjustment the whole

machinery of international trade, and

the restoration of this complicated

machinery for trade is not a thing that

can be built up elsewhere in a few

years.

Furthermore, in connection with

the growth of Europe as a market

and with the development of the

machinery for carrying on trade,

there was an enormous accumu-

lation of wealth in Europe and a

consequent investment of European

capital in non-European countries.

Through the investment of this capital

in overseas enterprises, much of the

economic, and often the political con-

trol of the resources and industries of

foreign countries came under Em-opean

direction. Economic disturbance in

Europe, therefore, has reacted upon

the development of plantations in far

away tropic lands, has curtailed the

building of railroads in distant coun-

tries and prevented the establishment

of new mines, new industries and new
public utilities in all parts of the world.

Thus, directly and indirectly, through

the disturbance of the buying and

purchasing power of Europe, and

through the disorganization of the

machinery of trade and the curtail-

ment of capital for investment, in-

stability in Europe has reacted pro-

foundly on all the prosperity of the

world.

Dependence of the United States

ON Europe

The dependence of the United

States upon Europe as a market has

always been similar to that of the rest

of the world. This country has looked
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to Europe both as a market for goods

and as a means of furnishing facilities

for financing and transporting such

goods not only to Europe, but to all

other parts of the world as well.

Table V gives the total values of

American export and import trade,

the amount with Europe and the per-

centage that the trade to Europe bore

to our total trade.

In the year 1913-14, 62.8 per cent

of American exports went to Europe,

although there had long been a gradual

decrease in the relative importance of

the European export market for the

United States. In 1880, Europe took
over 86 per cent of our exports; in

1890, 80 per cent; in 1900, 74.6 per

cent; in 1910, 65.1 per cent. In spite

of this decrease in relative importance,

the absolute values of our exports to

Europe were constantly increasing

before the War, and Europe has con-

tinued by far the most important of

our export markets.

After the outbreak of the War, the

importance of Europe in our export

trade increased, both in actual and

relative value, reaching 71.2 per cent

of our export trade in 1915; 69.2 per

cent in 1916, and 68.7 per cent in 1917.

This increase, of course, was a result of

large shipments of war supplies to Eu-
rope. Following the Armistice, how-
ever, the proportion of our exports to

Europe rapidly declined; Inl921,only

52.7 per cent of our total export trade

found its destination in Europe, as com-
pared with 60 to 65 per cent before

theWar. Althoughthiswas still avery

large proportion of our exports, Europe
is now far less important relatively

than ever before as a market for Amer-
ican goods.

In the import trade, Europe, pre-

ceding the War, supplied the United

States approximately 50 per cent of

the total. As in the case of exports,

there was before the War a gradual

but a steady decrease in the proportion

of goods bought from Europe. In 1880

we received 55.5 per cent of our im-

ports from Europe; in 1890, 57.1 per

cent; in 1900, 51.8 per cent and in 1914,

47.3 per cent. Diiring the War,
however, imports from Europe dropped

TABLE V. Trade of the United States with Europe

1910-1921

Exports Imports

Years Total

Millions

of Dollars

To
Europe

Percentage

to Europe

Total

Millions

of Dollars

From
Europe

Percentage

from
Europe

1910 1,710

2,013

2,170

2,428

2,329

2,716

4,272

6,227

5,839

7,750

8,080

4,485

1,136

1,308

1,342

1,479

1,486

1,971

2,999

4,324

3,732

5,187

4,466

2.364

65.10

63.84

60.87

59.98

62.86

71.21

69.21

68.75

63.04

65.50

54.27

52.70

1,557

1,527

1,053

1,813

1,894

1,674

2,197

2,659

2,946

3,904

5,278

2,509

806

768
819

892

895

614

616

610

411

750

1,227

765

51 76
1911 50 30
1912 45 57
1913 49 25
1914 47 29
1915 36 70
1916 28 04
1917 22 96
1918 13 97
1919 19 22
1920 23 26
1921 SO 50
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to unprecedentedly low volumes, as

well as to low percentages of total

trade. In 1018, less than 14 per cent

of our total imports were from Europe,

and even the actual value of imj)orts

in that year was less than half the value

of tlup imports in 1914. With the
signing of the Armistice, imports from
Europe rapidly increased but in 1921

the proportion was still far below pre-,

war levels—only 30.5 i>er cent. Even
the ab.solute value of imports from
Europe in 1921, in spite of inflated

prices, was much less than the value of

imports in 1914. This inability of

Europe to sell to the United States

means, of course, that Europe is less

able to buy from the United States

and that the United States' most im-

portant market for exports must re-

main greatly curtailed as long as this

condition exists.

Europe as a Market for American
Manufactures

Table VI shows the trade of the

United States with Europ>e by groups

of commodities for the years 1910-14.

Contrary to the general impression,

exports of American manufactured
goods to Europe constituted a very

large proportion of our trade with

that continent. The trade of the

United States with Europe differs in

one important respect from the trade

of most other sections of the world

with Europe. Most of the other non-

European countries are chiefly de-

pendent on Europe as a market for

foods and raw materials. The United

States, being the largest manufacturing

country in the world, depends upon
Europe, not only as a market for foods

and raw materials, but for manufac-

tured goods as well . And manufactures

are the largest element in the United

States export trade, and the most
rapidly growing group of our exports.

During the five years preceding the

War, exports of manufactured goods

to Europe amounted to $438,000,000,

constituting 33^ per cent of our total

export trade to Europe and 44 per

cent of our total exports of manu-

TABLE VI. Trade of United States with Europe, by Groups of Commodities

Average 1910-14

Imports

Total

Millions of

Dollars

From Europe
Millions of

Dollars

Per cent of

Group Total

from Europe

Per cent of all

Imports from
Europe

Crude Materials

Foodstuffs

580

397

696

217

101

506

37.4

25.4

72.7

26.4

12.2

Manufactures 61.4

Exports

Total

Millions of

Dollars

To Europe
Millions of

Dollars

Per cent of

Group Total

to Europe

Per cent of all

Exports to

Europe

Crude Materials

Foodstuffs

701

421

995

593

300

438

84.4

71.4

44.0

44.2

22.3

Manufactures 33.5
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factures. During this same period

foodstuffs exported amounted to

$300,000,000, or 22.3 per cent. Crude
material exports were valued at

$593,000,000, or 44| per cent of our
exports to Europe. When it is re-

called that manufactured goods make
up by far the largest proportion of

American exports, and that Europe
absorbs 44 per cent of this important

group, the dependence of the United
States upon Europe as a market not

only for our exports in general, but for

our manufactures, becomes evident.

Europe is by far our most important
market not only for foodstuffs and crude

materials but for fabricated materials

as well. It should be noted in this

connection that "foodstuffs" imports

includes both crude foodstuffs and
manufactured foodstuffs. If we
should include the manufactured food-

stuffs with other manufactured goods,

we would find that approximately

50 per cent of American manufactured
products are exported to Europe.

The importance of Europe as a
market for American manufactured
products is even more clearly indicated

when we consider the chief groups of

articles which make up our export of

manufactured goods. To enumerate
only a few of our important manu-
factures may be interesting. In the

year 1913-14, 60.3 per cent of Ameri-
can exports of agricultural implements
was sent to Europe; 17.1 per cent of

electrical machinery and appliances;

72.6 per cent of cash registers; 62.9

per cent of adding machines; 46 per

cent of sewing machines; 72.7 per cent

of typewriters; 39.9 per cent of tools;

32 per cent of all other machinery in-

cluding metal working, textile, mining
and other types of machinery. Iron

and steel manufactures other than
machinery also depended upon Europe
to a very large degree for markets.

Of such highly fabricated articles, for

example, as pipes and fittings, Europe
took 20.8 per cent of our exports;

9.3 per cent of structural iron and steel;

28.6 per cent of miscellaneous iron and
steel manufactures.

Even in such highly specialized

goods as scientific instruments and
apparatus, Europe took 39.8 per cent

of our exports. 41.2 per cent of our

musical instruments went to Europe;

58.5 per cent of motorcycles; 36.9 per

cent of automobiles. It is rather sur-

prising that in the group of chemicals,

drugs, dyes and medicines, 26.7 per

cent of our large exports went to

Europe. Paint exports to Europe
constituted 38.8 per cent of our total

trade in that commodity; glass and
glassware, 17.5 per cent; rubber goods,

41.8 per cent; leather manufactures,

25 per cent; paper and paper manu-
factures, 18 per cent, cutlery, 32.4

per cent; clocks and watches, 36.2 per

cent. In fact, a list of our most im-

portant exports of manufactured goods

shows, with few exceptions, that

Europe was the dominating market.

Export of European Manufactures
TO United States

Imports of manufactured goods from

Europe during the period 1910 to 1914

constituted 61.4 per cent of our total

imports from Europe. This was 72.7

per cent of the total import of manu-
factured products of the United States.

Since Europe's chief export to the

United States has been and must con-

tinue to be manufactured goods, the

revival of Europe's ability to manu-
facture and to sell those manufactured

goods in the United States is not only

one of the indispensable requisites for

the revival of European prosperity,

but also a very important factor in

improving economic conditions in the

United States. Before the War Eu-
ropean-United States trade was resting

largely on the exchange of Europe's
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manufactured goods for goods manu-
factured in the United States as well

as for foodstuffs and raw materials.

Before the War American exports of

manufactures to Europe were grow-

ing more rapidly both in quantity and
in relative proportion to our total

trade than any other group.

At the same time—and largely

making it possible for our exports of

manufactured goods to Europ>e to de-

velop—Europe was sending manu-
factures to the United States. What-
ever interferes with Europe's ability to

export manufactures to the United
States must inevitably prevent the

United States from exporting to Europe.

Euroi)e must depend on manufactured

goods to pay her imports. She has

comparatively little exportable surplus

of other goods. To that degree, there-

fore, that the manufacturing industry

of the United States depends on foreign

markets for its full revival, it must
largely depend upon the revival of

Euroi)ean manufactures.

Europe's ability to buy is largely

conditioned by her ability to sell; and

she must sell manufactures—the mate-
rial she has in largest surplus to sell.

Since the export of manufactured
goods constitutes the most important

and the most rapidly growing part of

American export trade, and since

Europe is and long has been the prin-

cipal market for those manufactures,

there is a vital relation between the

development of American trade and
American industry to supply that

trade and the development of Europe's

manufacturing industry.

But not only will the revival of

manufacturing industry in Europe
stimulate directly the trade of the

United States with Europe; it will also

stimulate United States trade with

other parts of the world. Other

sections of the world are depending

in large degree for their revival upon
the resumption of manufacturing in

Europe, making it possible for Euro-

pean countries to buy raw materials

and foods which the rest of the world

has to sell and upon the selling of

which world-prosperity so largely

depends.

America's Prosperity and the Rehabilitation of

Europe—Labor's Point of View
By Chester M. Wright

Director, Information and Publicity Service, American Federation of Labor

To what precise degree American
prosperity is dependent upon the

rehabilitation of Europe is, to my
mind, of less importance than the

finding of those barriers which prevent

full and free play of international

helpfulness.

We need waste no time in saying

that American prosperity is to some
extent dependent upon European re-

habilitation. It is equally true that

European rehabilitation is to a con-

siderable extent dependent upon the

relations, economic and political, be-

tween Europe and the United States.

There may have been a time when
it was possible to consider material

prosperity without regard to other

considerations, but that time has

passed and there can be no adequate

discussion today of material prosperity

without discussion of political relations.
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America will not be inclined to reach

for material wealth if by so doing she

lose her political liberties. America
will follow the gospel which teaches

that it is of no avail to gain the riches of

the world if by so doing America must
lose or endanger the soul of her being.

The obstacle that stands in the way
of full international economic coopera-

tion is a political obstacle. We may
possibly find riches if we care to over-

look that obstacle; at least, the inter-

national bankers may find riches; the

concession hunters may find riches.

But if we overlook that obstacle we
must forget the principles upon which
America is founded; we must sell our

national soul. American labor is

opposed to that course.

American labor has both an al-

truistic and an egoistic interest in

European rehabilitation. We may
expect our imports and our exports to

increase as Eiu*ope proceeds to recover

her normal industrial poise and her

normal political existence. Perhaps I

should not say "normal" in relation

to Europe's political existence, be-

cause "normal" in Europe has meant
militarism, despotism to a large

degree, great armies, great navies,

and eternal suspicions, jealousy and
intrigue . Those

'

' normal
'

' things must
be got rid of.

American labor has shown its in-

terest clearly in international affairs.

The public is aware of American
labor's support of the League of

Nations and its part in forging that

great international utility. American
labor advocated an international eco-

nomic conference and labor sponsored

the first widely noticed demand for such

a conference, long before the cross-breed

Grenoa Conference was summoned.
American labor has participated in

many international conferences and it

stands ready to participate in any
constructive international effort that

does not involve treachery to democ-
racy and that does not do violence

to fundamental American concepts.

American labor has proved its interest

in international affairs and its solidar-

ity with European labor. It has
proved with equal emphasis its op-

position to visionary schemes and
revolutionary movements.

Russia, the Obstacle

The great obstacle in the road today
has its roots in Russia. It is a hard
fact. Some very earnest persons, some
very unbalanced persons, some very

greedy persons and some very shrewd
and treacherous persons would like us

to think to the contrary, but the

majority of Americans see the Russian
problem substantially as it is, placing

no halo on the hideous thing. There
is the great obstacle. There is the

keystone. True enough, Germany
desires to pay as little as possible in

reparations, but while in any case it is

possible Germany may refrain from
an effort to upset the peace of Europe in

response to a natural desire to get out

from under the load bequeathed to her

by the sins of her old masters, in no
case would she attempt such a course

were it not for Russia. Hungary,
Poland and other small countries of

eastern Europe would be less in-

clined to forsake the ways of peace were

it not for Russia, because their eco-

nomic needs are so acute that they are

extremely anxious to fit their policies

to a general policy of reconstruction

and rehabilitation.

The serious obstacle is Russia.

American labor foresaw about what
Genoa ^ would come to—and spoke

its mind plainly. It is not in boastful-

ness that American labor says that it

understands better than others what is

the truth about Russia and what is

'This paper was written before the close of the

Genoa Conference.—C. L. K. Editor.
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wrong in Russia. In the nature of

things labor must understand.

American Ial>or declared its position

on Russia in 1920, reaflSrmed it in 1921

and today stands by the declaration as

originally made. It may be interesting

to quote here a portion of the declara-

tion made in 1920, when it was set

forth:

That the American Fe<leration of Labor

is not justified in taking any action which

could be construed as an assistance to, or

approval of, the Soviet Government of

Russia as long as that government is based

upon authority which has not been veste<l

in it by a popular representative national

assemblage of the Russian people; or so

long as it endeavors to create revolutions

in the well-established, civilized nations

of the world; or so long as it advocates and
applies the militarization of labor and
prevents the organizing and functioning of

trade unions and the maintenance of a free

press and free public assemblage.

The purpose of American labor is

twofold: first to protect American in-

stitutions; second to protect the Rus-

sian people.

"Destroy the American Federation

of Labor," is the definite word that has

gone out of Moscow to the Bolshevist

propaganda machine in America.

"Then destroy the American govern-

ment."
As to the Russian people, for whom

American labor has amply demon-
strated its deep friendship, their dan-

ger is twofold : first, that the despotism

may be strengthened and the enslave-

ment of the Russian people, including

Russian labor, be prolonged; second,

that the despotism, thus strengthened,

may barter for a pittance Russia's vast

natural resources, making of Russia a

great economic vassal, in j)awn to

foreign capitalists, carved into spheres

of influence apportioned among foreign

natiqps—a nation shorn of its wealth,

bereft of its heritage, its people doomed

to perpetual economic enslavement in

addition to a hateful political enslave-

ment which mocks at freedom and
sneers at democracy.

What we witness at Genoa is a

proposal that Russia's great natural

wealth he exchanged for political

recognition. Bear in mind the signifi-

cance of political recognition: it vali-

dates what the despotism does, it

legalizes the proposed barter and it

gives foreign sanction to the domestic

despotism as well.

Political Recognition of
BOLSHEiVISM

We find many grave faults in our

government, but we are happy to

stand on this question in harmony
with the policy laid down under the

administrations of former President

Wilson and of President Harding.

The former laid down the great essen-

tial principles of human lil>erty, and
under the latter. Secretary Hughes has

laid down the great principles of

international conduct upon which
Americans insist.

American labor and the American
government find themselves the pro-

tagonists of great world concepts

which are exactly contrary to the \

course being pursued at Genoa. As a
'

matter of fact, the policy which is

coming to a head at Genoa is in every

essential the policy which the European
world has followed in dealing with

China and with Turkey, and which it

began to abandon in the Washington
Conference where it was set up as a

cardinal principle that henceforth

China's economic independence must
not be impaired. Secretary Hughes
clearly stated that America at least

holds to an identical principle in the

case of Russia

:

The resources of the Russian people

should be free from exploitation and that

J
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fair and equal economic opportunity should

be secured in their interest, as well as in the

interest of all the powers.

One of the New York newspapers,

supporting the idea of recognition of

the Bolshevist government, is of the

opinion that "the Russian problem is

how to capitalize this future wealth of

Russia in such a way as to finance a

movement of trade from the over-

stocked west to the needy people of

Russia."

I presume that statement represents

a considerable amount of opinion, par-

ticularly among those primarily inter-

ested in what is called international

finance. But it is not frank. The aim
at Genoa is only incidentally to reach

the needy people of Russia and Amer-
ica is doing more of that in the only

way in which it can be done than all the

rest of the world. What Genoa points

to is a partnership between the Soviets

and foreign capital for the mutual gain

of both. American labor cannot feel

that American industry, despite our

great and acute industrial ills, will care

to join in any such escapade. We have

no right to look to the natural wealth

of Russia as a reservoir out of which

to rebuild any of our own industrial

fortunes, nor has Europe a better

right. No present international agree-

ment for the entry of foreign capital

into Russia can fail to work to the

continued enslavement of the Russian

people, or for the political debasement
of every nation that enters into such an

agreement. When the Russian people

have found their voice and can of their

expressed will validate titles and
policies it will be possible for the world

to assist Russia without despoiling

her and debasing itself.

Russia will gain no foreign credit by
becoming the economic vassal of

foreign states. Nor will America gain

prosperity. Russia's potential credit

is all that could be desired. To validate

that credit she must set up political

assets to match her economic assets

and the world has a right to insist upon
the establishment of those political

assets because freedom is the essence of

all of them.

The new military autocracy must
go; the bureaucratic caste must go; the

tremendously powerful Red army must
go; there must be a restoration of

freedom of press, of speech and of

assemblage; there must be a govern-

ment based upon consent and not upon
repression; there must be justice and
representation for all essential economic
groups in Russian life. Then it will

be possible to bring into full play the

forces which will make for acceleration

of American industrial life and for the

full recovery of Russian industrial life.

If, of their free will, the Russian people

determine to maintain a form of

government different from ours, they

have that right and if they refuse to

relieve themselves from their present

bondage, they have that right; but we
have the right to refuse relationship

with whomsoever we will.

America and Russia

America is vitally concerned with

how these things shall be adjusted. It

is not because Americans will it that

Russia, her internal affairs and her

external relations, assume so large a

place in their discussions and their

fortunes. It is because Russia is so

large a part of the world, because

economically and politically she im-

pinges upon the rest of the world and
the rest of the world cannot move out

of the way to avoid the shock,

I deem it essential, however, to

make clear the belief of American
labor in the proposition that, important

though Russia is, America, more than
any other nation, can be industrially

prosperous in spite of the Russian

fester that thrusts itself into every
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European consideration. We as a

nation need not be in any large sense

dependent for our industrial prosperity

and well-being upon Europe, though of

course it is impossible to escape from
some of the effects of turbulence.

And there is this further proposition:

American labor is not willing to deter-

mine every issue solely upon grounds

of immediate and material considera-

tion. It is unwilling to overlook the

principle involved, even though that

course may entail hardship. Labor is

imwilling to urge a course in inter-

national relations that would do vio-

lence to principles which it deems
essential to liberty the world over,

even though such a course might

result in immediate economic ad-

vantage. Better the longer road if

that is the right road.

There is a tendency too frequently to

overlook essential facts which I have

tried to present, but which must
be inadequately presented at best in

any such limited space as I have at my
disposal. The Bolshevik regime has

made free labor an impossibility in

Russia. It has destroyed the trade

unions. It has destroyed the coopera-

tives. It has destroyed political parties

opposed to the Bolshevik regime.

There are in existence organizations

called unions and cooperatives, but

these organizations are mere painted

substitutes for the originals, made to

set before the world as window dressing

and made to serve as Bolshevik

agencies for the carrying out of orders.

Free speech has disappeared. There

is no free press and there is no freedom

of assemblage. The massacre of the

labor movement of Georgia is a classic

example of Bolshevik policy in sub-

jugated states, a Bolshevik pledge of

tyranny wherever Bolshevik power is

established. The Bolshevik threat

against the American labor movement
is direct and oft-expressed. The

American Federation of Labor stands

intact today because American workers
are too truly believers in democracy to

wander in answer to the call of com-
munism.

If our economic well-being were
dependent upon a compromise with

the hideousness of Bolshevism, then

better that we sniffer for a time. I do
not know how well it is generally under-

stood that you cannot compromise
with Bolshevism; that you can only

stand fast in opposition or surrender

completely. It must be borne in mind
that Bolshevism repudiates the entire

code of ethics and morality of the

democratic world. It recognizes no
bond of faith in dealing with the world.

It has always been a question, even in

sociahst organizations, whether the

revolutionary movement w;as in any
way bound to recognize what it called

"capitalist ethics," in other words,

whether any revolutionary element was
bound to keep a pledge to society or

obey the laws of society. The more
revolutionary the organization the

more we have found the doctrine

that "the only crime is in getting

caught" and "the end justifies the

means." Bolshevism recognizes no
pledge to the outside world, except

as something which may afford tem-

pKjrary advantage and as something to

be broken when to break it means ad-

vantage. The honor that we know, the

ethics that we know, the morality that

we know—these things mean to Bolshe-

vism only tools with which to undo the

democratic world. We who observe

the democratic code are the objects of

scorn on the part of the Bolshevists who
would undermine us while we stood

bound to our agreement by the honor
of a pledge made by us to be kept and
by them to be broken.

That is why compromise is impossi-

ble; that is why democracy's economic

and jjolitical safety lies in a strict ad-
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herence to our own principles and un-

yielding opposition to the fantasy of

Bolshevism.

But we are not helpless without

Europe, though we yearn for normal

relations with the world for many
reasons, not the least of which axe

sincerely altruistic.

Abuses at Home

Labor believes that our economic

misery has been caused more by abuses

at home than by complications abroad.

We should have learned the lessons of

cooperation in the War, and some
did. But many powerful employers

now tell us that there can be coopera-

tion only between the employers and
lone John Smith, the individual work-

man, standing by himself in a pitiful

burlesque of bargaining with a million-

dollar corporation. The organizations

of the workers must go. They give

strength, opportunity and something

like equality of bargaining power to

John Smith. So, behold, the misnamed
open-shop movement, the American
plan, libelling everything truly Ameri-

can, the whole anti-union movement
to beat down wages, lengthen the

workday and destroy working condi-

tions secured after years of struggle.

Behold also the waste, the mismanage-
ment, the duplication, the literal

looting of the channels of distribution,

adding to the hardships of the workers,

the farmers and that great portion of

the population in the category of

clerical workers and low paid profes-

sional workers.

We know that every dollar cut from
wages and every dollar added to profit

reduces the purchasing power of our

people and results immediately in piling

up surplus and this surplus shortly has

its effect in shutting down mills and
factories and destroying purchasing

power.

I could have brought to you figures

upon figures, but it seems to me a waste
of time to seek to bulwark the obvious

with figures which after all mean little

in dealing with general principles.

We are dealing with major principles

in our domestic economicand industrial

life—and in our pohtical life as well.

You may be sure the organizations

of labor will continue to live and to

grow, to plan constructively and to

fight reaction and injustice. Without
them, heaven help our coimtry. With
them in the hands of Lenine, breathe a

prayer for the future ! If these go, after

them, not the flood, but the torch!

They hold within them much of the

secret of restored industrial activity.

They hold men who want to work.

They hold men who will work and who,
at work, will buy. Fair recognition of

the aspirations of labor, fair dealing

with labor, fair wages and conditions

for labor, less of greed, less of the

demand for twelve per cent, less of the

rule or ruin policy among powerful

employers and organizations of em-
ployers and we will be a happier people,

a busier people, a people less driven to

desperation by the desperation of

Europe and more able to help Europe as

Em-ope shall make that help possible.

But we cannot have that measure of

domestic tranquillity and prosperity

which is our due if those who hold

industrial and financial power do not

cure themselves of the million-dollar

appetite, the millions habit . Four great

national organizations of employers
have broken contracts with wage
earners in the past year; they have
made scraps of paf)er out of their

solemn pledges. How can we escape

the effects of such breaches of faith?

Powerful financial organizations

throughout the country have prac-

tised almost unbelievable extortion in

the building industry, extortion be-

getting extortion. Equally powerful

organizations have beaten a path to
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the public treasury in Washington,

where through the proposed ship

subsidy, through the projwsed tariff,

tlu-ougli the railroad guaranty and the

shop leasing and repair contract sys-

tem, and through other equally amaz-

ing projects, they have taken and hope

to take millions upon millions. We live

in a time of extravagant dreams, which
lead to practices of debauchery which

cannot fail to reflect themselves in our

general industrial life, to the detriment

of the great lx)dy of frugal, toiling,

honest and honorable people of our

country.

So, what the American labor move-
ment holds is that internationally we
are fated more to give than to receive

and that we stand ready to give where

we can give as freemen to freemen, with

honesty on both sides. We hope for an
end to militarism, though that hope is

dimmed by the Red army and by the

alliance between Germany and the

Bolshevist powers that rule the Red
army. We believe that an essential to

proper international economic rehabil-

itation is an international economic

conference and there is little to be

hoped for from any conference that is

not primarily economic, such as the

Grenoa Conference.

Suggestions of Labor

Labor makes bold to say that to

achieve real success such a conference

must be held in America in accordance

with agenda made in America. This

is not because we distntst others or

feel a national superiority, but because,

happily, we are free from influences

which surroimd European statesmen

and enmesh European biLsiness. It

will be well rf in such an international

economic conference political leaders

may take a rank second to those who
have their hands primarily on eco-

nomic problems, the essential forces in

industrial life.

We still have hope for the League
of Nations. We see in every day's

developments the great justification

for the idea proffered by America in

Paris and then struck down in America.

Labor looks always with hope toward
every effort, but hope and faith are not

alike and labor has little faith in saving

the world through occasional confer-

ences of statesmen. If there can be

held inAmerica an economic conference

that will give play to the economic

forces of the world, that will bring them
together, in open daylight, charged to

work constructively, wemayhave some-

thing more than hope; we may have
something of faith and the possibility is

so great that labor urges, as it has urged

from the first, that America summon
such a conference, acting boldly as she

did where limitation of armament was
concerned.

Where our own national industrial

prosperity is concerned we are con-

strained to look more closely to our

own adjustments than to what may
happen in international relationships.

We see a nation beset with abuses,

waste, strife and selfish ambition. If

it is possible to apply remedies at

home it will not be necessary to look to

Europe for domestic prosperity. We
may then lavish kindness and helpful-

ness upon Europe in some measure of

repayment for the awful years through

which Europe stemmed the tide of

militarist destruction.

If we can stop idleness—^not with

unemployment conferences that arrive

nowhere—but with essential readjust-

ments in industry; if we can take some
of the greed out of employers; if we
can stop the wrongly called "normal"
idleness, of which much more than

four-fifths is due to causes other than

strikes; if we can, as a nation, live the

thought that workers are human beings,

with human aspirations; if we can

establish it as a national principle to be
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practised, that employers are to confer

with workers, each side through rep-

resentatives freely chosen; if we can

keep predatory interests from dis-

regarding every proper function and
attribute of citizenship; if we can find

a way to bring some fuller measure

of justice to the farmer; if we can up-

root from our life the idea that produc-

tion is for profit alone and live up to

the modern concept that production is

primarily for use and for the progress

of the human family and that no single

section of the human family has a
monopoly of the right to progress and
to a constantly broadening horizon of

service and happiness, then we shall be
able, as a people and a nation, to beget

in ample degree our own prosperity.

So long as we treat this as a bankers'

world we are doomed to trouble and
misery. When we see it as a people's

world, we shall find ourselves and we
shall wonder how it was that we ever

had among us five millions who wanted
to work, but who could find no work.

I



Our Unfunded Trade Balance and the Stabilization

of Exchange

By Edmund Platt
Vice-Govemor, Federal Reserve Board

THE topic "America and the

Debts of Europe " is broad enough
to allow of considerable latitude and
does not necessarily imply that dis-

cussion is to be limited to the debts of

Europe to America, but I take it that

it is with such debts that we are chiefly

concerned, and I propose to treat

particularly not of the debts of

European governments to our govern-

ment or even to our people who have
purchased the bonds of European
governments, but of the debts which

business men, manufacturers and
bankers of Europe owe to our business

men, manufacturers and bankers.

With regard to the great debt of

our former allies or associates in the

War to our government, I merely want
to say in passing that I have been

rather surprised as to the source from

which the principal demand for its

early payment appears to come. If

this demand came from the great

financial centres, or from men of

large incomes who pay the most
burdensome taxes, it could be ex-

plained by the desire for relief from

taxes through the application of the

sums received to the reduction of the

war debt ; but it appears to come from

producing centres, and particularly

from agricultural sections which are

dependent upon export demand for

their products for maintenance of

prices. It would seem clear that pay-

ment of any part of this debt, with

conditions noteven approachingnormal

in Europe, must seriously decrease the

purchasing power of the people of the

allied coimtries and must therefore

make for lower prices for the products

we sell to them.

It is, of course, well known that

European merchants, traders and
bankers owe large sums of money to

Americans. Even if we had no direct

proof of this we should know that it

must be true from the fact that large

flotations of foreign securities have
been made in this country without

turning the tide of gold importations.

Since last October the foreign financing

in this country has at times almost

equalled the current trade credit

balance, but gold importations have
continued, with only a slight slacken-

ing due evidently to the stoppage of

gold production in the South African

mines through strikes.

Amount of Unfunded Trade
Balance

How much of an unfunded trade

balance is there? This has proved an
interesting study for economists and
statisticians, who have assembled many
columns of interesting figures, but
have differed considerably in their

conclusions. I think the first serious

effort to bring together the known
facts, the visible items, with some
estimate of the "invisible" items was
made by the Division of Analysis and
Research of the Federal Reserve Board
in the Federal Reserve Bulletin for Sep-

tember, 1920. A merchandise balance

had accumulated in our favor of

$6,062,000,000 between November 1,

1918, and July 31, 1920, and it had
become very evident long before that

such a one-sided trade could not be

80
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carried on indefinitely. The Federal

Reserve Bulletin brought to light oflF-

sets that appeared to reduce this bal-

ance of more than six billion dollars

to about three billion dollars, adding

that "from this, of course, must be

deducted the amount of indebtedness

to European and other countries

which existed at about the time of the

Armistice."

This was followed the next month
by a much more elaborate study

by Dr. B. M. Anderson, in the Chase

Economic Bulletin^ on Europe's un-

funded debt. His conclusion was that

"on September 15, 1920, Europe
owed an unfimded debt of over

$3,500,000,000 to private individuals,

banks and corporations in the United

States," this being in addition to the

ten billion dollars which European
governments owed to the United

States government, and in addition to

the debt of Eiu-ope to investors in the

United States holding European secur-

ities. Dr. Anderson maintained that

the primary explanation of the tre-

mendous expansion of bank credit in

the United States in 1919-20 was
"our unbalanced and unfinanced ex-

port trade, together with the rising

prices, fictitious prosperity, and specu-

lation which have grown out of the

unbalanced export trade." Our ex-

porters had borrowed money from our

banks in large amount because of

inability to collect what was due them
abroad, or because they had taken

payments in foreign currency balances

which they thought they could later

convert into American dollars at more
favorable rates of exchange. Dr.

Anderson declared that computations

as to the unfunded balances owed us on
our world-trade were not particularly

valuable; that the European balance

was the only one that counted, for the

triangular exchange of goods and of

credit by which America's credit bal-

ances in Europe had been settled

through debit balances with South
America and the Orient had broken

down.
This idea was combatted by Pro-

fessor John H. Williams in the June,

1921, Review of Economic Statistics of

the Harvard University Committee on
Economic Research. He gave reasons

for believing that it is still permissible

to subtract from Europe's debt to us

the amounts we owe to non-European
countries, and his final conclusion was
that the unfunded debt to American
merchants, bankers and corporations

was considerably smaller than others

had estimated. "Our international

situation, since the Armistice," he

declared, "has been less alarming than

has frequently been stated. It appears

improbable that our unfunded balance

exceeded a billion dollars at the end of

last year" (December 31, 1920). Our
unfunded balance from Europe was
estimated at from half a billion to a

billion greater than our balance with

the world as a whole, but, he concluded,

"It is not possible to believe that so

prolonged and pronounced a recovery

could have occurred (in European
exchanges) had London and the Con-
tinent been indebted to the United

States—besides the $10,844,000,000 of

obligations held by our government
and the private long-term indebtedness—^by some three to four billion dollars."

In November, 1921, the Federal

Reserve Bulletin returned to the sub-

ject with a much more complete

statement of items of credit and debit

than in the study of September, 1920;

the conclusion was that so far as

visible items, and items which could

be estimated with some approach to

accuracy, were concerned, the sum
due our merchants, bankers and cor-

porations was on October 1, 1921, no
less than $3,408,000,000. The Bulletin

mentioned offsets that might reduce
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this amount, such as the si)eculative

purchases of foreign currencies by
Americans, but did not attempt to

estimate their amount. This sum
referred to our trade with non-

European as well as with Euro])ean

countries. It was swelled half a

billion dollars by the inclusion of an

item with relation to the cost of

cancellation of European war contracts

in this country in 1919, an item not

included, I think, in any previously

published estimate.

The February, 1922, Federal Reserve

Bulletin pointed out that in October,

November and December our favor-

able balance of trade was a little less

than $300,000,000, from which gold im-

ports of $125,000,000 were to be sub-

tracted, leaving the net addition to the

unfunded balance, $175,000,000, and
conjecturing that the invisible items

plus foreign financing probably more
than offset that amount. The un-

funded balance, on January 1, 1922,

was therefore given as $3,400,000,000,

lopping off $8,000,000 from the No-
vember estimate.

There have, of course, been other

contributions on this subject. The
Journal of Commerce on Monday,
April 24, 1922, published a number of

articles by leading bankers and econ-

omists, and the economic magazines

have published occasional papers, but,

generally speaking, these have added
only an item or two to the studies

already referred to, or have expressed

opinions without bringing much that

was new to their support.

Ups and Downs of Exchange

It is noteworthy that the main
studies of this subject coincided with

periods of depression or of recovery in

sterling exchange. Sterling had been

pegged during the war at 4.76, and
when allowed to take its own course

after "March 18, 1919, began to fall

until in February, 1920, it reached

a low point of 3.18. It recovered to

4.00, then fell to 3.58 in August at the

time when the first study of unfunded
balances was made in the Federal

Reserve Bulletin in September of that

year, followed by Dr. Anderson's

study of October. In the spring of

1921 there was a remarkable recovery,

with cable rates at or a little above

$4 for more than a week in the latter

part of May, and it was during this

period of recovery, or before the re-

action from it had proceeded very far,

that Professor Williams made his

elaborate contribution to the Harvard
Review of Economic Statistics. It was
natural at that time to find reasons for

believing the unfunded balance much
less than had previously been esti-

mated, and Professor Williams's con-

clusion that so pronounced a recovery

could not have occurred with so great

an unfunded balance as three or four

billions of dollars seems justified. By
the time of its publication in June,

however, the reaction was well under

way, and before the end of July

sterling rates were as low as in August
of the year before, below 3.60 from

July 19 to August 6.

When the Division of Analysis and
Research of the Federal Reserve Board
made its second and chief investigation

of the question of unfunded debts for

the November issue of the Bulletin

there had been considerable recovery,

but the study was published or was
prepared, just before the notable rise

in sterling, in French francs and in

lire that began about the time the

Conference on the Limitation of

Armaments met in Washington. By
the end of November, British pounds

had risen to about $4, and by Decem-
ber 31 to 4.2U, and by March to

$4.40.

Since March the advance has pro-

ceeded less rapidly, but has been well
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sustained. There is no further talk

of debasing the pound and British

bankers express confidently their ex-

pectation that par may be reached

before the close of the present year, or

soon after the end of the year.

With the exception of one or two
items, there is no necessary conflict

between the figures on the unfunded

balance as given in the November
Federal Reserve Bulletin and carried

forward to the end of the year

and other studies of the subject, for

the reason that the Bulletin has not

attempted anything further than an

appraisal of known facts with such

invisible items as had long been esti-

mated as offsetting the balance of

trade, such as tourists' expenditures,

relief contributions, emigrants' re-

mittances, etc., concerning which

enough information could be obtained

upon which to base estimates. As
already stated, it appears that the gold

imports, the known investments of

Americans in foreign securities, and
the invisible items included in the

Bulletin's figures have somewhat over-

balanced the excess of exports over

imports for several months, but for

more than a year imports have been

slowly increasing while exports (in

value at least) have been decreasing,

so that this change alone is not enough
to account for the very pronounced
and well-sustained rise in sterling and
in the principal allied currencies.

The conclusion seems inevitable that

no such recovery could have been

made if there were still an unfunded
balance due the merchants and bankers

of this country as great as three billion

dollars.

That there was such a balance in the

summer of 1920, when the Federal

Reserve Board first undertook an
investigation of the subject, I have
no doubt. Liquidation had scarcely

begun at that time, and Dr. Anderson

was doubtless also right in attributing

a large share of the overextended

condition of banks in the financial

centres to the efforts of our exporters

to carry this balance. Whether it

could have been cut down so much as

Professor Williams estimated by the

beginning of the year 1921 seems more
than doubtful, but that liquidation

and invisible offsets had by that time

become well started is reasonably

certain. The Federal Reserve Bulletin

has suggested that speculative pur-

chases of foreign currencies may have
been a large item and has also sug-

gested that American exporters have
doubtless charged off considerable

losses. It seems probable that the

major depressions of exchange mark
periods when our people were seeking

to convert foreign balances into dollars

and that exchange recovered when
most of the conversions had been made
and losses wiped out. Some very

large American exporters are known
to have taken considerable losses in

this way. They sold in terms of

foreign currencies, and found them,

when payments became due, con-

siderably depressed, but, when re-

covery was delayed beyond their

expectations, they finally bought dol-

lars and took their losses. Very large

losses are also known to have been

charged off by some of our bankers.

It should be remembered always

that even if the balance of trade were

actually against us, European ex-

changes would not be at their old gold

pars. The principles laid down in the

well-known Bullion Report of 1810

with regard to the effect of irredeem-

able paper currency on exchange still

govern. With the English budget in

balance and British prices about as

low as ours, sterling might be nearer

the old par than it is now if there were
no unfunded balance due us, but it

cannot go to par until the paper
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currency of England is actually and

freely exchangeable for gold.

Restoration op the Exchanges

Predictions as to the future course

of exchange are rather hazardous,

however. As already mentioned, there

were British economists and bankers

who declared no longer ago than last

fall that the pound sterling could never

recover, or that its recovery could not

be attained without a ruinous decrease

of prices, and that it would be better

to stabilize it at about 3.65 or 3.70.

There has, in fact, been a considerable

decline in prices in Great Britain and

that decline has been doubtless a lead-

ing factor in the recovery of sterling

and also in the recovery of Britain's

export trade.

No longer ago than April 1 the

editor of the Economic World, whose

articles are always worth reading and

usually sound, predicted that "no
person now living will ever see the

value of the present French franc of

actual currency normally and regu-

larly equal to one-half of that of the

gold franc established by law as the

monetary unit of France." At the

time that was published the French

franc was quoted at about 9 cents in

our currency. It had been as low as

5.79 in 1921 but had recovered to 8.13

at the end of December. Within a

little more than two weeks after Mr.
Marsh made this prediction, French

francs sold at 9.372, and had little

more than a quarter of a cent to go to

reach half par. They have since fallen

back, but I see no reason why they

should not again continue to advance,

if France makes progress towards bal-

ancing her budget. They are not

lower now than our Civil War green-

backs were at one time, and complete

restoration does not appear impossible,

though it may take a considerable

number of years.

I am not going to undertake to

estimate just how great an unfunded
balance may still be due to the mer-
chants, bankers and corporations of

America. They had a severe lesson in

1920 and have since then preferred a

diminishing business for which pay-

ment was reasonably sure in dollars.

It appears also clear that they have

for many months been collecting or

funding in some way, or charging

off, debts due them. I believe that

investments in real estate in Europe
and in the shares of European enter-

prises have been a very large offsetting

factor. Professor Williams states in the

May number of the Quarterly Journal

of Economics that foreign investments

in Germany since the Armistice have

been estimated at nearly $250,000,-

000, and it is well known that Ameri-

cans have been large investors not only

in German property, but in Poland, in

Italy and in the states which formerly

made up the Austrian empire. This

item of foreign investment, with the

widespread speculative purchases of

foreign currencies, might easily have

amounted to a billion dollars.

Confidence to Precede Credit

The debts of individuals in Europe

to individuals and corporations in

America, at any rate, cannot at

present, I believe, be so large as to

present any insuperable bar either to

the restoration of the exchanges that

seem within reach of restoration or to

the stabilization of exchange with

countries where inflation of paper

currencies has reached a point beyond

the possibility of restoration. Fluctua-

tion of exchange, due to inflation, is

annoying and introduces a very un-

desirable element of speculation into

foreign trade. An irredeemable paper

currency even if not constantly ex-

panded is subject to changes of value

from political and other causes not
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related to trade balances or inter-

national debts. Our Civil War green-

backs went up or down in value in ac-

cordance with the fortunes of the Union
armies, and later with relation to

policies under discussion in Congress.

The depreciation of some European
currencies has undoubtedly been in-

creased by the instability of some
governments or by socialistic policies.

Confidence, as Secretary Hughes has

well said, must precede credit. Given
good government and balanced budgets,
something could doubtless be done in

the direction of stabilizing exchanges

between countries having an irredeem-

able paper currency and countries on a

gold basis. It would probably be in

the nature of recognition for fixed

periods, or in some cases permanently,

of new pars around which fiuctuations

could be controlled within something
approaching normal limits.

No outside or international attempts

at "stabilization," however, could per-

form miracles or take the place of

the necessary internal conditions and
efforts in each country. Stabilization

of exchanges between theUnited States

and the neutral countries, whose cur-

rencies are not greatly depreciated,

such as Holland and the Scandinavian

countries, seems within reach on the

former gold par bases, and foreign trade

would doubtless be benefited by such

control of fluctuation as might be in-

stituted in other cases, but so long as

our own currency is sound and our

prices attractive and so long as the

pound sterling continues to maintain

itself at a point so near par, with

francs and lire showing progress, it

can hardly be said that the continuance

or recovery of our foreign trade are

really dependent upon any such stabil-

izing measures.

America and the Debts of Europe

By John F. Sinclair

President, John F. Sinclair Company, Minneapolis, Minnesota

IN the tragic years from 1914 to 1921

inclusive, four great changes oc-

cured in American finance as follows:

1. American exports exceeded im-

ports by more than twenty billions of

dollars.

2. Forty per cent of the gold coin of

the world lodged itself in America's

strong box.

3. America changed from a great

debtor to the greatest of creditor

nations.

4. America broke her century-old

tradition of national isolation, sent two
millions of men three thousand miles

across the sea and spent fifty billions of

dollars doing it.

Now, in addition to between three

and four billions of dollars owing to

corporations and individuals in Amer-
ica, eighteen countries of Europe owe
to the Treasury of the United States,

the stupendous sum of more than
eleven billions of dollars—eleven thou-

sand millions.

Thecountries owingandtheamounts

,

as of April 1, 1922, are given in the

table on page 86.

These amoimts are so large, so vast

and so difficult to grasp that they can-

not possibly mean anything concrete

to any of us except perhaps by way of

contrast or comparison.

For this vast simi, a high school

costing one million dollars could be

built in every one of the three thou-
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sand counties of the United States,

every irrigation project in America now
held up for lack of funds could be com-
pleted, one hundred fifty thousand

homes, costing $3,000 each, could be

built and paid for—and still the un-

thinkable sum of two billion five

hundred millions would be returned to

the Treasury of the United States.

This sum of eleven billions of dollars

is equal to two-thirds of the total debts

of all Europe in 1913. It is more than

were the combined national debts in

1913 of Belgium, Germany, Greece,

Hungary, Italy, Japan, Netherlands,

Roumania, Serbia, Norway, Sweden,

Switzerland and Turkey. It is more
than were the combined debts of

Russia, France and Great Britain in

the same year.

This European debt to America

would more than equal the total as-

sessed valuation in 1921 of the real

estate in Connecticut, Maine, New
York, Rhode Island, Vermont, Mary-
land, Minnesota, Iowa, North Dakota,

South Dakota and Nebraska, and there

would still be $400,000,000 left over

for good measure.

This vast sum of eleven billions is

equal to $100 for every man, woman
and child in the United States.

Perhaps we can better understand

by example what the interest at five

per cent alone on this vast sum means.

The forty largest cities in America in

1921 had a school attendance of

2,788,861 pupils. The total cost of

these schools, including salaries, in-

terest on bonds, operation and main-

tenance, was $161,270,884—or in-

terest charges for one-hundred and
twenty-two days on the amounts these

eighteen nations owe us. Again, the

University of Pennsylvania is a very

rich university with an endowment of

nearly thirty millions. Each year the

interest items on the European debt to

us would endow twenty more state

universities with equal amounts. The
physical plant of the University of

Michigan costs $8,000,000. For the

interest for one year on this vast sum
owing to us, such a plant and equip-

ment could be constructed in every one
of our forty-nine states and in addition

a hospital could be built in every one of

the one-hundred largest cities in Amer-
ica, costing an average of $1,000,000

each, and still fifty millions of dollars

could be turned back into the Treas-

ury of the United States.

Such figures, then, represent the Eu-
ropean bookkeeping debt to the United

States. The people of the United

States are thus faced with one of the

mosttremendous economical and finan-

cial problems ever given them to meet
since they became a nation. What
are we going to do about these debts?

I wish to discuss this question of

"America and the debts of Europe,"

from three points of view as follows:

1. From the standpoint of those

who demand that these debts be paid

to America dollar for dollar.

2. From the standpoint of those

who think that these debts should be

cancelled entirely.

3. From the standpoint of those

who think that these foreign debts

should neither be paid as other debts

are paid, nor cancelled altogether.

What The "Pay-Up" Policy Means

There are many Americans, careful

and sincere, who insist that America
be paid, dollar for dollar, the principal

and interest of the debts now owed
by these eighteen European nations.

These people insist that a contract

entered into by a nation is sacred;

that we loaned this money to these

nations with the express understanding

that it was to be repaid. No nation

has suggested otherwise. They are

debts of honor and there must be no
quibbling as to the basic fact of the
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obligations themselves. The money
was raised under great pressure and by
tremendous effort, and the people con-

tributing to the American Liberty

Loan drives were told that the money
being loaned to the Allies would be
paid back and that taxes, therefore,

would not be raised to take care of that

part loaned to the Allies; our European
debtors would take care of their obli-

gations. These facts were clearly

understood by everyone and, as Mr.
Frank Vanderlip says, these debts,

"were unequivocal obligations to

repay."

This is the opinion of those who de-

mand full repayment of the debts of

Europe to the United States. Let us

therefore analyze the position of those

who thus believe that Europe should

pay us dollar for dollar.

The average man believes that if the

European governments pay these

debts to the United States, the burden
of his taxes will be reduced. The
United States has a bonded debt

of approximately $25,000,000,000, of

which about $11,000,000,000, as stated

above, represents loans to European
governments. The government of the

United States may or may not re-

ceive interest on its European debts

but it must pay interest on its own
obligations. Therefore is it not true

that, if the Eiu-opean nations pay us

what is due, taxes would be reduced by
the total amount of the payments?
Can we not figure eventually on
liquidating eleven billions of Liberty

Bonds by receiving an equal amount
from our European debtors? It looks

to the average man like a very simple

question of adding and subtracting

figiires. It would at first seem so, but

is it so simple?

If one nation owes to another nation

$100,000,000, the debtor nation can

balance its account either by sending

to the creditor nation $100,000,000 in

gold, if she has it, or by sending an
equal amount of goods or services for

which the debtor nation receives

credit on the national books. There
are no other ways known to square

amounts and keep the books in balance.

If we insist on payment we may then
ask, can Europe pay us in gold?

Impracticability of Payment
IN Gold

In the figures given in the table on
page 86 the total gold reserves of the

eighteen European countries owing us,

amount to less than 16 per cent of

their debts to us. In other words, if

Europe settled her debts to us in gold,

she could pay only sixteen cents for

every dollar owing. If these eighteen

European nations could secure all the

gold coined in the entire world, outside

of what is now within the United
States, they could pay us less than
fifty cents on the dollar, on these debts.

If these eighteen European nations

secured all the gold coined since

Columbus discovered America in 1492,

and not now held within the United
States, they could not pay us in full.

No, the shipment of more gold to

America to pay these debts is neither

practical nor workable. We need

therefore not take the time to discuss

the effect which more gold import into

the United States would have on our

decreasing trade. A nation's foreign

obligations must be met in lieu of gold

by either goods or services. The War
caused Europe to lose nearly all its

"service" charges, such invisible serv-

ice charges as tourist credits, freight

credits, foreign bond interest credits

and remittance from abroad credits.

So Europe is forced to make up her

favorable trade balance to us by selling

to us more goods than we sell to her.

The best financial students of this

problem agree that it would require an
excess over imports between these
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European debtors and the United
States of about seven hundred million

dollars annually to meet the interest

charges alone on their obligations and
if we may assume that the debt which
now amounts to approximately four-

teen billion dollars—including total

obligations to the United States govern-

ment and others due to citizens in the

United States—is to be paid oflf in forty

years, another three hundred million

dollars of additional imports would be

required for the sinking fund or a total

of one billion dollars. In other words,

the United States would be required in

squaring only this European debt sit-

uation to us to take one billion dollars

per annum in Eiiropean imports in

excess of our exports.

Europe's hope of establishing eco-

nomic equilibrium is to secure by ex-

cess of exports over imports surplus

bills of exchange on the United States,

which can be used in squaring her

present unfavorable balance, adding

this billion annually as well, for

let us understand that this extra

amount has not been included in the

trade balance calculations, except, per-

haps, in its psychological effect.

Let us be very clear about this

matter. These debts were created in

the first instance by America's selling

goods to Europe. They can be paid

only in the same manner—by our

European debtors' selling as much to

us as we have sold to her. In other

words, national accounts must be

balanced the same as individual ac-

counts. If we compel Europe to use

her export of goods to square accounts

on obligations now owing to us, we
must understand that she cannot, in

the very nature of things, use those ex-

ports over again in buying present and
future goods from us. We cannot eat

Europe's cake and have it too. Look
at the figures showing America's

dwindling trade during the past twelve

months—a drop in exports from
$8,080,000,000 to $4,379,000,000. Add
to that, Europe's small present pur-

chasing power, growing smaller every

month, owing to the present unfavor-

able trade balance, and one cannot

but feel that the situation is a most
critical one. Perhaps we too can force

the issue as the Allies have in the case

of the impossible reparations, but the

results in demoralized exchanges

throughout all Europe will be similar

to that which occured to the German
mark after the first reparation pay-

ment was made in gold by Germany,
when the German mark dropped in

ninety days from 100 to 210 marks for

a dollar.

Menace to America's
Export Trade

If America compels Europe to settle

for these past debts in the face of her

present difficult unfavorable balance

of trade as the "pay-up" advocates

demand, naturally America's export

trade will dwindle almost to zero.

If we insist on payment, it will not be

consistent or logical to set about erect-

ing high tariff walls to protect ourselves

from such an influx of goods, for it will

only be by admitting such goods that

Europe has any hope of repaying.

We must admit the goods and accept

the consequences.

The decreased purchasing power of

Europe from 1919 to 1921 inclusive

has a very vital relationship to the

present agricultural depression in

America. For instance, in 1919 Em-ope
purchased 332,000,000 pounds of beef

from the United States but only

21,000,000 in 1921—about one fifteenth

as much. Europe purchased 1,238,-

000,000 pounds of bacon in 1919 but

only 489,000,000 in 1921—about one-

third as much. What happened?

The American live stock industry

became demoralized and the value of
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her live stock, approximately tlie same
number of liead, dropped from $8,800,-

000,000 in 1919 to $6,200,000,000 in

1921—a loss to the live stock indiLstry

of America of about $75,000,000 for

each month of the entire thirty-six

montlis—a total loss of $2,600,000,000

to the live stock industry in America
alone.

Again, let its take the case of the

small-grain farmer, he who raises

wheat, oats, barley, rye and flax.

Based on the official government
figures for 1921, a drop of one cent in

the price secured for our foreign small

grain surplus, would mean a loss of

$4,300,000 in Europe but a loss in

America of $42,569,000, for the drop of

one cent abroad drops also the price

paid in America. Although the Ameri-

can small-grain farmer sends abroad

only about one tenth of his total crop,

the price of grain in America is de-

termined by the price paid in the

world market. A ten cent drop abroad

in all cereal prices in 1922 by reason of

the further dwindling of European pur-

chasing power, would result in a loss of

$425,000,000 to the American small-

grain farmers.

I want to make this point especially

clear. Under such a financial sinking,

neither Europe nor America is being

helped, for, while to America the loss

is heavy and impressive, still to

Europe the loss, based on American
prices, is even more disastrous—for her

purchasing power is contracting faster

than the American values are drop-

ping. We are not discussing losses

in Europe at this point other than

financial losses. Those losses now
taking place by reason of the lower

standards of living, starvation, suffer-

ings, diseases and famine are not cal-

culated. From these America has

not seriously suffered but, financially

speaking, it is a situation where both
creditor and debtor nation suffer from

the same malady but not to the same
degree.

We have already shown that the

losses to American live stock dur-

ing the past three years have been

more than two and one-half billions of

dollars and we have shown that the

drop of ten cents in Europe in the

price of small-grain surplus would

mean nearly a half billion dollars a

year to American small-grain farmers.

The inference is therefore clear that,

if a policy undertaken by the United

States results in further decreasing the

purchasing power of Europe in such a

way that our national income shrinks

more than the amount of interest

received by us, say, seven hundred

million dollars a year, the nation as a

whole would lose more than it gained

by undertaking such a policy. What
advantage is gained if taxes are cut

seven hundred million dollars and the

national income paying such taxes is

reduced by more than seven hundred

millions.

In other words, if the present

American depression, which has re-

sulted in widespread unemployment
and enormous goods-value losses has

been caused in a great measure by
these two factors of Europe's fast

decreasing purchasing power and, from

Europe's standpoint, America's fast

increasing prices, how much more
serious would the problem be in in-

creasing still further goods-value losses

by adding this further mountain of

debt of from five hundred to one

thousand million a year, to be paid, as

we have already shown, in the only

way Europe can pay—by goods?

It is not contended that certain

classes would not be benefited by this

"pay-up" policy. People on salaries

and fixed incomes, who have steady

work and who are little affected by
financial depressions, would probably

have tax relief by the payment of

I
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European debts. Butto manufacturers,
farmers, and business and working

men, increased unemployment and
goods-value losses would be enormous.

These great classes of our population,

by far the largest percentage, would

have their taxes reduced, but their in-

comes would be immeasurably more
reduced.

We are therefore forced to the con-

clusion that to insist on payment of

these debts owed to the United States

Treasury by these eighteen European
countries would be a financial mistake

and a strategic calamity. To force

these European countries to pay dollar

for dollar what they owe to us, would,

in my opinion, not only accelerate the

present tendencies towards economic

disintegration in Europe but would
likewise be the cause of a vast injury

to America and her people.

The Problem of Cancellation

Let us turn now to the point of view

of those of us who favor the cancel-

lation of all of our European debts at

one grand stroke. If these debts, for

reasons stated above, should not be
collected even if our European debtors

were willing and able to pay, why
should they not be cancelled altogether.

This is our next problem.

The internal debts of Europe, ac-

cording to the figures compiled by the

International Finance Conference held

in Brussels in June, 1920, increased

from 17 to 157 billions of dollars, an
increase of nearly nine hundred per

cent. The external debts, that is

those owing to one nation by another,

increased from practically nothing to

more than 25 billions.

From the standpoint of international

affairs there is a vast difference be-

tween internal and external debts.

A government within its own borders

is master and supreme. The internal

debts may reach unthinkable sums in

the aggregate but, so long as the

government has power to issue more
paper money from a printing press, it

can, without apparent embarrassment,
continue to pay interest and pay off

or refund principal obligations. Econ-
omists and international financiers

have given, in my opinion, all too little

study to this subject of internal debts,

especially as to their effect on un-

balanced budgets which result in de-

moralized and disorganized trade. In-

flation, the printing of unlimited paper
money to meet expenses not met out of

taxation, is a malignant growth,

dangerous, treacherous and fatal to any
society or any government using it.

It destroys the lives, the liberties and
the property of peoples and it always

works the same way. Its law is immuta-
ble. It is Europe's most terrible scourge

today. Listen to what Professor

Cassel of Sweden has to say on this

subject

:

What a prolonged inflation means,

should at this moment be clear to every-

body. It means a progressive falling to

pieces of all organized economic life and of

the moral forces which are its foundation

—

actual starvation for large classes of the

population, growing social unrest and
ultimately the complete catastrophe when
the food producers altogether refuse to take

the depreciated money paper in exchange

for their products. If anybody still believes

this forecast to be the exaggeration of a

pessimist, he has only to lay before himself

the map of Europe: all the successive stages

of the inflation are there represented si-

multaneously; England, Italy, Germany,
Austria and Russia, showing some typical

milestones on the downward road to the

ultimate catastrophe. No country that is

gliding on this slope can feel itself safe

from unexpected consequences, nor can
Europe as a whole regain security and
strength as long as any important part of it

is involved in this most pernicious process.

These words, quoted from one of

Europe's great students, are full of



^ The Annals of the American Academy

warning and wisdom to every nation

in Europe. A capital levy on the

property of all citizens to square the

national accounts is a vastly wiser

policy. Paying interest on internal

debts of over 157 billions at the

rate of 5 per cent per annum—or

$650,000,000 a month—by using the

printing press and increasing inflation

still more, has become not merely a

local internal national problem but an

international one and as such should be

studied.

But in our study we are particularly

concerned with external debts, for

Europe's debts to us are all of that

character. Internal debts can be paid

for by printing press methods but not

so external debts. Such debts, as

stated before, can only be paid by the

debtor country with gold, which

Europe lacks, or by an enormous ex-

cess of exports over imports.

Claims for Cancellation

Those Americans who champion the

cancellation of European debts to us,

do so because, in the first place, they

maintain the Allies were engaged in a
war in which from the beginning

America had a common interest. It

was vitally important that the war be

won. The European countries were

borrowing money in this country to

purchase large war supplies here and
had been doing so long before we
entered the War. Billions of dollars

worth of goods were sold to them.

We had made large profits and had
sustained, after we entered the War,
no great relative human loss or mate-
rial injury. America had come out of

the War the richest and most powerful

financial nation on earth, while Europe
had emerged crippled, disorganized,

discouraged, almost bankrupt. Why
then should bankrupt Europe be com-
pelled to pay rich America for ob-

ligations incurred in defending from

attack civilization itself, including

American civilization?

A canvass of financial leaders in

Europe in the fall of 1921 points to the

unanimous conclusion that general

financial recovery is impossible in

Europe unless means are found to ad-

just first the problem of indemnity

payments by Germany, which are in

the nature of external debts owing to

governments or people outside of

Germany and second, that of inter-

allied debts—the external ones. These

two problems are very closely related;

one has a direct bearing upon the other.

It is difficult to discuss one without dis-

cussing the other. Certainly one prob-

lem cannot be solved without solving

the other.

A recent communication to the

writer from Peter Grossmann, Director

General of the German Labor Unions,

shows that the present reparations are

sapping the vitality of the average

German working man and that living

conditions amongst the working men
are getting worse and worse. Noth-

ing but financial and social collapse

seems possible. Mr. Grossmann de-

clares that two years ago a working

man could purchase a pair of shoes

with the wages he received for one days

work; now it takes the same man the

equivalent of four days work to pur-

chase a pair of shoes.

Outside of France, Europe sees

clearly that the present indemnity ar-

rangements are impossible of fulfill-

ment but so far no eflForts to change

them materially have been successful,

because the Allies think they would
find themselves facing "a burden of

external indebtedness as intolerable to

them as are the existing terms of rep-

arations to Germany." The Allies

seem unwilling to ease the German
burden imtil they are relieved of the

weight of the external debts which in

turn is paralyzing their spirits and

I
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crushing their ambitions. And so the

world drifts on.

Everybody now knows that both the

indemnity and external debts can be

paid only in goods. Such goods ex-

ported by one nation come into com-
petition with those of other nations

somewhere. To export goods of an

amount large enough in volume or

value to square either of these two
tremendous obligations, we have al-

ready seen may mean, and in most
cases does mean, larger losses to the

nations receiving them than to the

nations making the payments.

Some Effects of Cancellation

Why not, then, cancel all European
war debts, wash our hands of Europe
and European troubles and come home
to America where we belong.

Professor Moulton in his recent

book^ declares as a result of his studies

that "we may as well forget about

stabilizing the exchanges unless repara-

tions and allied debts are cancelled.

From the standpoint of good business,"

he continues, "United States should

cancel European debts for we will

merely be compelling European na-

tions to resort to farther domestic in-

flation and thus stiU further disrupt

European currencies and exchanges

even as German currency and exchange
has succumbed under the recent

pressure of the Allies for reparation

payments."

Professor Moulton thus states con-

cisely and well what will happen if we
really force collection. Are there not,

however, other serious factors in the

situation? Let us understand clearly

that, for the first time in American
financial history, Europe instead of

receiving from two-hundred to three

hundred millions a year interest on her

investments in the United States now
finds that she owes to America.in in-

• America and the Balance Sheet of Europe.

terest items more than seven hundred
millions annually. Its a new role for

America—^that of a creditor nation.

It is a responsibility she should take

seriously. To cancel these, our first

European obligations, might act, and
probably would act, as a boomerang to

further investments by Americans in

Europe for many years. Such a sit-

uation could be very easily created for

if Europe was to cast aside these debts,

or if the United States government

should cancel them, why should the

American government or American
capital expect better treatment in

future dealings with Europe. No,
Europe needs America to keep her

credit. It would be a mistake to adopt

any policy which might preclude fur-

ther financial help to Europe on the

part of either the American govern-

ment or its citizens.

Constructive Suggestions

There have been, during the past

three years, other possible solutions of

this problem suggested, somewhat dif-

ferent from either the "pay-up"
policy or that of total unconditional

cancellation.

Many generous-minded people be-

lieve that the United States should

use the great debt owing us as a lever

to exact from Europe a definite pro-

gram of action which these people

think the governments of Europe
should adopt. These people would
cancel the debt conditionally, in re-

turn for a guaranty that from now on
these peoples and governments of

Europe will agree to behave as civilized

nations should. For instance, the

first condition would probably be di-

rected towards a reduction of excessive

armaments and a readjustment of

reparations. Has not Belgium in-

creased her armament expenses from

$13,110,000 in 1912 to $107,823,000 in

1921, an increase of more than 800 per
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cent;* has not France increased her

armament expense from $259,349,000

in 19H to $1,316,110,000 in 1920, an

increase of nearly COO |K»r cent ; has not

Great Britain increased from $351,044,-

000 in 1912 to $1,121,318,000 in

1921, an increase of nearly 350 ]>er

cent?

Why should we cancel just obli-

gations to these nations, while such

wild, extravagant fear-insurance is

being raised from the toil and sweat of

the suffering millions and sj>ent to

bolster up and make respectable that

savage, soul-destroying creature called

War, which debauches morals and
bankrupts civilizations?

On this point Professor Moulton
says:

United States is in a position to exert

great influence upon Europe for the ac-

complishment of ends desired. There

should be no necessity for exerting pressure

for the purpose of saving Europe from

destruction. But so pMjwerful is the grip of

Eurof)e on traditions, and so lacerated are

the wounds of war, there is little hope that

Europe will without some measure of out-

side compulsion, adopt a cooperative pro-

gram of reconstruction.

This statement merely shows that

people are still in the twilight zone

somewhere between barbarism and
civilization. They live on ambitions,

fears, hates, jealousies and revenge.

Otherwise, why is France today
supporting with men and money
the Turkish army while England
backs the Greek army in the same
struggle?

The "Leveb" Policy

America has been urged by many,
both here and abroad, to use this

"lever" method for the accomplish-

ment of desirable ends. On first

'From The Staggering Burden oj Armament
published by World's Peace Foundation, April,

1921, Vol. IV, No. 2, Page 219.

thought the "lever" policy appears

desirable, but it would embroil us in

European politics as well as in tho^r

finances, for these thijigs are very

closely allied in Eurojje—much more
so than in America. For instance,

should we back the French, who have
made a treaty with the Turkish

nationalist government under M.
Kemel Pasha, or the British, who de-

sire Greek supremacy in the Levant?

Should we cooperate with France and
Serbia in supporting the Pan-Slav

movement in the Balkans, or Great

Britain and Albania, who fear and
oppose such a movement? Should we
support the French in backing the

Loncheur-Rathenau agreement, or the

British, who fear it? Should we favor

Great Britain in granting a morato-

rium of several years to Germany, or

France who opposes it? Should we
support France in her stand against the

German-Russian treaty, or Britain

who is inclined to support it?

To appreciate this Anglo-French

rivalry, we must understand this:

It is a fundamental difference of

economic situation which is at the

bottom of many of the difficulties.

If the differences of Great Britain and
France in European policies grow out of

the economic situation of each country,

would not the American policy be

likewise aflFected by our economic

situation? For let us not forget that

we in America are by no means unani-

mous in our viewpoints on foreign

affairs. In fact, there as many view-

points in America as there are in con-

fused Europe today.

Are we ready and prepared to tell

Europe what she should do and what
she should not do? Have we reached

a stage where it would be wise to do it?

Could we guide our peace ship through

the rocky waters of European finance

and diplomacy without disaster?

Why could not France tell us, in

I
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reply to our suggestion that she re-

duce her army of 800,000, she would do
so if we would protect and guarantee

her against foreign invasion? Should
we grant her such a request in return

for an armament reduction or should

we not?

Again, let us take the matter of rep-

arations. That problem is one of the

most pressing and most urgent menac-
ing the European social order. If the

European countries proposed to reduce

the German reparations by an amount
equal to the allied debt to the United
States, what would be our answer?

Such a policy has been suggested on
• numerous occasions in England dur-

ing the past year. But, after all, will

not these European countries be forced

to assume a more reasonable and a
wiser attitude? Why should we be
asked to pay a premium to Europe in

the way of cancelling past debts, in

order to force her to adopt a policy

which it is to her best interest to arrange

immediately.

If we put Europe back into school,

politically or economically speaking,

and force her to do what America, as

an inexperienced schoolteacher, de-

sires, I believe we will find the compli-

cations many and the task fruitless and
hopeless—likely to result in discord

and disaster.

Another "lever" suggestion is urged
by some who would cancel the debts
in return for certain territories and
special trade privileges. We have al-

ready taken our stand on war gains,

territorial or otherwise. We want no
sp)ecial concessions or special spheres

of influence to develop in return for our
cancelling our obligations, for it can be
truthfully said that America's one big

contribution to world affairs has been
the policy of the open door and equal

rights for all, as against the foreign

policy of special privilege, favorable to

a nation's own citizens—a doctrine

filled with bitterness and strife and war
for any nation that adopts it.

Dangers of Conditional
Cancelling

Can we not say without fear of

successful contradiction that the policy

of the conditional cancelling of debts is

one which is filled with dangers grow-

ing out of rivalries and bitterness of

clashing nationalities and ambitions.

Furthermore, it is a two-edged sword.

Only recently the Londoji Outlook

brought forward another "lever"

policy—in this case the lever would be
used against the United -States. We
quote from this excellent publication:

Germany shall be asked to absorb the

whole body of the inter-allied debt. This

amounts to sixty-five billion gold marks.

Germany will, however, only be called

upon to pay these sums if and when any
Ally calls upon any other to discharge its

indebtedness. It is further suggested that

this country and France agree not to call

upon any other allied government to pay,

except in so far as America calls upon them
for debt, or in so far as they themselves fail

to recover from Germany other sums due.

This means, in effect, that the European
inter-allied debt is wiped out, and the total

amount credited to Germany, provided

Germany meets her reduced obligations, and
provided also that America does not insist

upon collecting the twelve and one-half

billion dollars (fifty billion gold marks;

owed her by Europe.

Since the details of the Treasury plan

reached New York, we have received pri-

vate cable advices from high financial

quarters there, expressing their cautious

and confidential endorsement. As regards

America, the scheme is a psychological

masterpiece. There is no question of re-

pudiation, nothing to which American
politicians searching for votes can take

exception: the liabilities of each nation in

Europe to America remain as they are;

but upon America now will rest the onus of

disturbing world trade, and her own, and
retarding the recovery of other nations and
of herself, if she chooses to demand her
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pound of flesh. Her people are too unin-

formed to understand that it is in their

interest to cancel the debts; her bankers

and "big business" magnates have now been

converted. They bid us have patience for

a few years, until the political and economic

education of the " backwoods' ' has proceeded

further.

Are we prepared to accept the fruits

of such a policy, so subject as you
see to changing interpretation? The
"lever" i>olicy at first thought seemed
reasonable, but would the American
people care to assume such a position

in the afTairs of Europe?
America today stands in the van-

guard of civilization, the richest, most
generous, most powerful, most in-

dustrious, most productive of na-

tions. This one hundred and ten

millions of highly organized, widely

educated people, blessed by nature in

a thousand ways, possessing one-third

of all the world's wealth, with an in-

come larger than that of the peoples of

all Europe combined, has world-obli-

gations and duties as well as world-

rights and privileges.

We have reached a position now in

this discussion where we can say that

for America to insist on the European
debts' being paid would be a grave eco-

nomic mistake; to cancel the debts al-

together unconditionally, while a far

superior policy, would very likely act as

a serious obstacle against further in-

vestments by America in Europe for

years to come. We have seen, more-
over, the complications likely to arise

if we cancel these European war debts

conditionally—using them as "levers"

to gain certain end!s desired by all

forward-looking people.

As we study more deeply along this

question, it would seem as if we could

safely champion anyplanwhich (1) safe-

guards national promises; (2) which
does.not weaken international relation-

ships by repudiation or cancellation.

Proposal for American
Debt Commission

Probably one of the most feasible

plans so far suggested, which in a

fairly satisfactory way meets the ob-

jections raised to the other methods of

settling these debts, is that advocated

by many distinguished Americans in-

cluding Mr. Frank Vanderlip. Out of

his broad experience and observation,

Mr. Vanderlip ha^ come to believe

that the debts should be paid a;t the

opp>ortune time, but that all payments,

both interest and principal, should be

given over to the rehabilitation of the

European economic organization. He
woidd have the money so paid left in

Eurojje instead of being brought to

America to help swell our present trade

balance still more, thereby throwing

our economic organization stiU further

out of joint. He would have this fund

handled through an American com-
mission, who would be prepared, after

a careful and thorough study and sur-

vey covering all the economic, social

and financial possibilities of Europe,

to cooperate in an intelligent and help-

ful way in the rebuilding of this war-

torn and soul-weary civilization.

Mr. Vanderlip says

:

I would like to see every dollar that can

ever be paid to us by our debtors for years

to come devoted to the rehabilitation of

Europ>ean civilization. It is only through

the rehabilitation of European civilization

that these debts can ever conceivably be

paid. It is only through the rehabilitation

of European civilization that America can

ever conceivably realize in full measure her

destiny or can expect a full measure of

prosperity for her people.' *******
The indirect returns (of the expenditure)

would be enormous. There could be

written a financial prosp)ectus of what
might be accomplished by the wise spend-

ing of five himdred millions of dollars a

* What Next in Europe? p. 278.

I
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year which would be the most fascinating

financial document that was ever prepared.*

Such a commission as suggested

would necessarily have very wide
powers, and be composed of the ablest,

wisest and most sympathetic of ex-

ecutives, men of vision and men of

action. The biggest men in America
should be selected, for they would very

shortly become members of the most
important commission ever organized

to meet the needs of a sick civilization.

The survey of this commission would be
complete, fundamental and exhaustive,

covering such subjects as health, sani-

tation, transportation, food production,

hydro-electric development, education.

As an example, ifAustria needed hydro-

electric development to take the place

of the coal she lost, then in the in-

terests of good business recovery for

Austria the commission might spend
fifty or a hundred or two hundred mil-

lion there, taking a lien on the property

improved, and in addition a general

obligation of the Austrian government
until the loan was repaid.

This fund, under the direction of the

commission, would be small at first,

for probably few of the eighteen na-

tions owing us could pay even inter-

est, but as time went on the money
would develop the nature of a great

revolving fund, aiding the weak spots

here and there and transforming de-

spair into hope. This revolving fund
would be loaned, for specific projects,

only after a survey had proved them
economically sound, wise and helpful.

As each object was accomplished the

money loaned could be returned and
reloaned over and over again for other

objects just as worthy.

To those who favor a cancellation of

the allied debts because Europe is

nearly bankrupt, a question will nat-

urally suggest itself here. It is this:

* What Next in Europe ? p. 285.
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"If our European debtors cannot now
pay us directly, how will they be able

to do it indirectly?" There is a very
clear-cut economic distinction between
a payment made directly to us in

American dollars by these debtor
nations and a payment made in such a
way as to be left in Europe for her re-

habilitation. As we have already

seen, if Europe pays us seven hundred
millions a year interest on past obli-

gations, it only adds just that much
burden to her already overburdened
and lop-sided balance sheet, and its

weight tends further to increase our

money value and prices to our debtors

and thus decrease our exports.

But to suggest payment within

Europe itself is a vastly different

matter. We could be given credits

in these several countries, which the

American commission could use for

expenditures for labor, machinery or

other necessary materials. All efforts

to aid would have just one object in

view—European recoveryeconomically

and financially.

In the great Mississippi Valley,

from which I come, the most depressed

class in that section now is the agrarian

class—the farmers. Since they are

overloaded with debt and not making
expenses, it would be an easy matter

to foreclose on their lands and compel
them to seek newhomes elsewhere. But
the wise creditor is cooperating with

the farmer, his debtor, and carrying

him over in order that the debtor may
repay when good prices and good crops

return. Our problem is not helped

—

in fact, it is greatly aggravated—^by

demanding and forcing payment of

interest. Instead, in thousands of

cases, the creditor is loaning the

debtor-farmer more credit in order to

enable the debtor to remain on the

farm, trusting that later things will so

adjust themselves that the debtor's

capacity to pay will sometime return.
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If we apply that same idea to present

European debts we have a possible

suggestion of America's duty and des-

tiny, a hard journey up the mountain
of International Good Will. Has there

ever before been presented toany people

a romance in altruism or a challenge

in world idealism on so grand a scale?

Perhaps some will question the wis-

dom, the temperament, the experience,

of America to carry on such a colossal

experiment, for experiment it would be.

The genius and capacity for organ-

ization which has been shown by
America during the past eight years

leads one to believe that America could

do such work with vision, hope, in-

spiration and success. The American
is above all others a man of vast

organizing ability. That he could sur-

vey in a most fundamental way this

whole field from the North Sea to the

Mediterranean, fromthe British Islands

to far away Eastern Russia, and at the

same time cooperate in the most hearty

and sympathetic manner with the

nationals of all countries, I do not

doubt.

This whole program need not be

under American supervision only. The
sf>ecial training, learning and culture

of the ablest minds in Europe could be

secured in the great survey made im-

perative by the immensity of the task.

This American debt commission
could use such Europeans as they de-

sired, who would fit into this whole
arrangement in a helpful and generous

way.

Think of what could be done in

Russia, now raising on an average of

six bushels to the acre, with modern
farm machinery and scientific methods.
Think of what could be accomplished
through establishing agricultural

schools all over Europe. Think of the

food production stimulus which could

be given to each coimtry by sympa-
thetic, intelligent cooperation and help.

Further Possibilities of
Commission Plan

Such a plan is one of much merit

and should be carefully studied by
all thoughtful Americans. There are

several suggestions which might be

made with reference to the plan which
have not so far been advanced. The
first relates to interest charges on all

debts, both external and internal.

Interest charges are now sapping the

lifeblood of Europe. A moratorium
with eventual cancellation of all in-

terest owing might hearten the people

to pay the principal. It is certainly

true that Europe cannot pay interest

charges, mounting from 750 million to

1 billion dollars a month, and expect to

recover. This overhead charge on
society is too much and cannot be met.

This plan should be adjusted to co-

operate in bringing a moratorium on
interest, looking perhaps to a cancel-

lation of interest later.

Second, none of this vast fund
should be used by the commission to

support either directly or indirectly

present war activities or "preparation

for war " activities. America has made
up her mind that the next step forward

is to outlaw war, for she knows that

civilization is otherwise doomed.
Third, it has been suggested that

when the League of Nations really

becomes the important factor in

European social and economic progress

by taking into membership Russia and
Germany, this American commission

might be taken over as a department of

the League, under certain definite con-

ditions. But now a League of Nations

which leaves out of its membership
two-thirds of the population of Europe,

is a league in name only. How can

Europe recover when the League of

Nations has not officially recognized

that greatest and most compelling fact,

that the economic unity of Europe is
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essential and fundamental to any

recovery.

Summary and Conclusion

And now to sum up briefly : We have

found out that America is a creditor

nation to eighteen nations in Europe

to the extent of fourteen billion of

dollars, of which eleven billion is owing

by the several governments to the

government of the United States, and

three billion to individuals in America,

as distinguished from the government

of the United States.

We have found that Europe is

recovering very slowly, if at all; that

more than three years after the Great

War Europe has done practically

nothing towards paying either principal

or interest on these obligations; that

interest items are piling up at the rate

of over seven hundred millions a year;

that the payment could not be met in

gold but only by goods or services; that

Europe lost nearly all her "service"

credits during the war, so she must pay
her debts by goods; that if she pays her

goods to square old accounts, she can

buy just so much less present and

future goods, a condition which would

result for America in more unemploy-

ment and goods-value losses; that

America should, therefore, not require

the payment of the European debt to

us dollar for dollar, for it would injure

us and still further debase the Euro-

pean trade balances and still more de-

preciate her currencies. On the other

hand, we have seen that to cancel the

debts Europe owes to us would very

likely act as a deterrent to getting

America into future financial dealings,

a deterrent which might be a source

of great embarrassment to Europe for

many years. We have seen, also, that

to cancel the European debts con-

ditionally might easily force an en-

tirely new departure, of very uncertain

nature, in our relation to European

affairs, which might force us into

numerous positions of embarrassment
between adverse and jealous groups.

Finally, we have been forced to the

position that we should favor any plan

advanced which maintains integritized

national promises, and which does not

strain future international relationships

by repudiation or cancellation.

This, the American commission plan,

which would have all payments made
and left in Europe and used for the re-

habilitation of Europe, attempts to do.

Could any opportunity be bigger or

grander? Could any nation desire

more? Has any nation since the dawn
of history, been so favored with power
to revive hope and good will and dispel

insincerity and cynicism as America
today?

I cannot close without saying a word
to that American who believes we
ought to leave European affairs alone,

and let her work out her own problems.

True, we can readjust ourselves and
after a few years of hardship place a

Chinese tariff wall about ourselves so

high and so powerful that we can keep

out the sorrow and hunger and poverty

of Europe—the culture storehouse of

the last five hundred years. The
United States needs to import only a

few necessary articles, coffee, tea and
rubber. As a self-contained economic

unit we could, I believe, live in com-
parative comfort and ease. But do

we want to do it? We compelled two
millions of the finest boys that ever

walked in line to go three thousand

miles from home to fight, and we spent

fifty billions to accomplish our object.

It was the first time in American
history that American boys fought as

Americans in a European war. We
fought to make the world a better

place in which to live. Can we drop

that challenge now? Can we turn our

back on Europe, when she is in danger

of losing her economic life? Are we



100 The Annals or the American Academy

going to quit or are we going to trans-

late into action the abstract things

called Justice and Good Will? It

seems to me we must do the only thing

to do, and that is to keep the fires of

civilization burning. We must not

let them die. We cannot play the

part of the selfish rich man. Let us

accept the call, proud of the fact that it

is ours to receive, and as world leaders,

rekindle the fires of hope and courage by-

showing, by our own example, that it

is better to cure than to injure, better

to love than to hate, better to cooperate

than to fight, better to give than to

receive.

It is my firm conviction that we in

America can do our greatest service, not

by demanding from our European debt-

ors our pound of flesh by asking them
to pay us back dollar for dollar in

American money; not by cancelling

the debt either conditionally or un-

conditionally, but by letting each

nation pay us in European credits at

the appropriate time, to be used ex-

clusively in repairing Europe, restoring

her energies and renewing her vision.

Inter-Allied Debts and Reparation Payments as

International Securities

By Frederick C. Goodenough
Chairman of Barclays Bank, Limited, London, England

ALTHOUGH it is now three and a

half years since the Armistice, we
are feeling that what has been ac-

complished since then towards the

restoration of Europe falls far short of

what might have been done under
conditions of closer world-cooperation.

We have still at least three principal

questions of supreme importance to

Europe and to the whole world which
demand a speedy settlement, viz.:

(1) Sound currency.

(2) The modification and fixing of

the inter-allied debts and reparation

payments.

(3) The method of payment of the

reparations.

There is, in the first place, the urgent

need for a return to principles of sound
currency on the part of those countries

which have abandoned them from
causes arising out of the War. We
know that currency was invented in

order to pro\nde a means of exchange
of such undoubted and widely rec-

ognized value that it could be ac-

cepted anywhere by a seller of goods

because he could feel satisfied that at

some later date it would be accepted

as practically of the same value by any
other seller from whom he might wish

to purchase. Through this means the

field of trade was developed and
enlarged.

The same principles apply today,

although trade is now of vastly greater

complexity, and currency has under-

gone many changes from its original

simple form.

It seems to be clear that, where a

currency consists of inconvertible paper

money, its value will largely depend

upon the rating of the credit of the

country concerned, which falls as the

volume of paper is increased. So

much has been said and written upon
the subject of sound currency, and of

the evils of a currency which is un-

sound, that I do not propose to take

up your time by what must necessarily

amount to a great extent to repetition.

I would venture merely to reaffirm



Inter-Allied Debts and Reparation Payments 101

that the first essential to the rehabili-

tation of the currencies of certain

countries is that of a balanced budget,

and that this necessitates both the will

and the determination on their part to

make sacrifices so that internal reve-

nue and expenditure may meet. Sub-

ject always to those countries showing

a readiness to play their part, there

must also be such assistance from out-

side in the shape of loans and credits as

will enable them to tide over the inter-

val until the essentials to a sound
system of currency have been restored.

The establishment of a fund abroad
through loans and credits from which
payments will be made either in gold

or the equivalent of gold, would be a

first step towards the reestablishment

of a currency with a ratio to an effec-

tive reserve of gold or its equivalent.

This plan of a ratio is now being fol-

lowed in Great Britain, and by its

means the ultimate return to a full

gold standard for currency will eventu-

ally be achieved.

In the case of those countries where
the currencies are in such a condition as

to be beyond hope of once more being

restored to their pre-war relation to

gold, schemes of devaluation will

doubtless have to be considered, but
with the gradual improvement in the

sterling-dollar exchange, and the pros-

pect of further improvement, devalu-

ation of sterling seems to be no longer

a proposition that may have to be con-

sidered.

The Payment of the Reparations

The second point to which I have
referred is that of the amount of the

inter-allied debts and payments for

reparations and indemnities due by
Germany, and the third point is that of

the method of their payment. These
two points are so closely associated

that they may be discussed together.

I would venture to draw your at-

tention to my address to the American
Chamber of Commerce in London on
April 10, last. I have there endeavored
to show by a comparison of figiu-es

representing pre-war trade and their

application to the payment of interest

and redemption of pre-war debts, and,

on the other hand, to the amount of the

war debts and reparations, how im-

possible it is to expect that there may
be such an increase of world-trade as

will sujQBce to provide for the payment
of these latter at the figures at which
they now stand; and I have urged the

reasons why it is in the interest of the

whole world—and especially of Amer-
ica—that there should be a reduction,

and that the final amount should be
fixed withthe least possible delay. Fur-

ther than this, I have shown how desir-

able it is that payment should be spread

over as long a period as possible. The
alternatives would appear to be a

lower standard of living on the part of

those countries by whom payment
must be made, and a consequent

reaction, upon America principally,

since she is the chief creditor country;

or, on the other hand, such enormous
creation of credit as will inevitably

produce a corresponding rise in prices

throughout the world.

England will pay her debts in full,

but it will be to the advantage of the

world if England and America are in

accord as to the economic dangers in-

volved in insisting upon payment by
others to a degree which would be

beyond their capacity to bear, except

through their taking such steps as will

alter their economic basis in relation

to that of the rest of the world.

In regard to the method of payment
of such sums as may eventually be

fixed upon, my address contains a

suggestion that bonds should be issued

by each debtor country, and should be

handed to the creditor countries, who
may in their turn use them for the
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discharge of their own debts to any
other creditors. This would involve

an endorsement of the bonds, and the

object of this plan would be to reduce

to the smallest possible compass the

amount of securities which would be

required to pass between debtors and
creditors. It seems to me that in

this way dangers of inflation may be

avoided, especially if my further sugges-

tion for the endorsement of these bonds

and their gradual issue, with the en-

dorsement also of the issuing country,

for subscription by the investing pub-

lic wherever surplus funds may be

seeking sound investment, can be

adopted.

Internationalized Bonds

There is, to my mind, a great ad-

vantage to be secured by this plan.

We all know that stabilization of ex-

change must primarily depend upon
trade balance, but in pre-war times

experience has shown how useful a

part has been played in the adjustment

of trade balances through the medium
of international securities which have

passed and repassed according to ex-

change conditions between America
and Europe and vice versa, with the

effect of assisting towards stabilization.

These securities would fulfil such a

requirement. Many suggestions have
been made as to the desirability of

initiiating some form of international

currency with precisely this object in

view. I do not myself see what better

form of adjustment could be forth-

coming at the present time than inter-

national securities rather than an inter-

national currency; and the utilization

of the inter-allied debts and reparation

bonds for this purpose, if their ultimate

payment is spread over a long period of

years, would help to remove that dis-

turbance of trade and exchange con-

ditions which the direct settlement of

debts between government and govern-

ment would inevitably involve.

These suggestions have been widely

discussed, and one of the principal

objections which has been put to me
has been that the ultimate responsi-

bility for principal and interest falls

upon the endorsers of the bonds issued

by Germany for the amount of her

reparation payments. This is of

course true, but my view is that if the

reparation payments were duly agreed

upon at a reasonable figure, and finally

fixed, and the method which I have

suggestedwere adopted—and especially

that by which the bonds would find

their home in the markets of the world

—any practical danger which would
involve actual disbursements by the

guarantors would be reduced to

minimum. So long as these bonds

remain in the hands of the govern-

ments, and so long as there can be any
question as to their being of an amount
which is reasonable or otherwise,

there will continue the risk of their

being used with political objects.

There may be dangers that the interest

payments, or the principal when it

becomes due, may go by default, but,

on the other hand, if once the amount
is agreed upon and finally settled, and
the bonds become internationalized in

the way in which I have suggested, and
held by the investing public, it seems

to me that all such risks would be

avoided, and the carrying through of

such an operation would in itself be in

the nature of a guaranty that Ger-

many would pay.
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Appendix
Excerpts from an address, "Some Aspects of the Problem of the Inter-Allied Debts and Rep-

aration Payments," delivered by Frederick C. Goodenough to the American Chamber of

Commerce in London

I
WISH to draw your attention to

the figures contained in Tables A
and B, which give the distribution of

indebtedness and also the amount due

from each country to each, besides the

internal debts, so that you will see from
the Table upon which countries the

burden falls most heavily both as

regards the total and as regards the

amount per head of the population.

The amounts due to each country

are given in the currency of that

country. You will understand how
difficult it is to make an effective

comparison, because of the constant

fluctuations in Exchanges which affect

the value of the Currencies shown in

the Table. There is also the difference

between the internal and external

value of a currency, and besides that, it

must be borne in mind that any in-

crease or decrease which may be made
from time to time in the volume of

paper currency in any one country,

tends to complicate the position still

further, by altering price levels, and
therefore also the burden of debt.

To summarize quite briefly, you will

see that the total due for Inter-Allied

Debts is about £4,000,000,000, and
this with the Reparation Payments
(£6,600,000,000), makes a total of

about £10,600,000,000. This figure

includes what is due from Russia. It

does not include the amount of debt due
by each country to its own people for

war expenditure nor does it include the

amounts due to Great Britain from the

Dominions and Colonies forming parts

of the British Empire.

There iis also left out of the Table,

the debt due from the smaller allied

countries which took part in the war,

such as Serbia, Rumania, Portugal,

and certain non-European Powers.

The amounts in these cases are not

really large and the consideration of

them is not required since they do not

materially affect the world's economic
problem.

I would particularly draw your
attention to one fact relating to the

debt of £952,000,000 from Great
Britain to the United States of America.

This amount was borrowed from
America after she entered the war and
during the same period a somewhat
larger sum was lent by Great Britain

to the Allies in addition to that which
she had already lent to them before

that period. It is important to note

that if Great Britain had not lent this

sum to her other Allies, it would have
been unnecessary for her to have
borrowed one penny piece from the

United States of America.

Everyone will agree that through

the action of Great Britain, America is

in a better position than if the money
had been lent by her directly to the

other Allied countries.

I do not, however, wish to suggest

that Great Britain should not pay this

debt of £952,000,000, for which she

made herself liable. Indeed, iny view
is, and always has been, that Great

Britain will inevitably pay her debts

in full, even though they were incurred

on behalf of others, but I feel that in

such a case as this America should not

press us, but should give ample time for

payment, and should lend us a friendly

hand in the matter of interest, by modi-
fying the rates in the early days whilst

we are still finding it a hard struggle

to cope with the financial obligations

which we have incurred through the

part which we played in the war.
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TABLE A

Country

U. S. A

United Kingdom . .

France

Italy

Russia

Belgium

Internal Debt

Unit of

Currency

£

Franc

Lira

Rouble

Franc

Pre-War
Debt

Millions

1,028

706

88,687

15.281

8,846

4.627

Post War
Internal

Debt

Millions

28,251t

6.702

247.500

89.338

34.703

Debt to Alues*
(in the currencies in which

contracted)

Millions

To U.S.A.... $4,166

To U.K £557 1

" U.S.A.... $3,351]

To U.K. .

.

" U.S.A..

£477 1

$1,648
J

ToU.S.A.... $193]
" U.K £561
" France., .frs. 5,755]

To U.K £103
" U.S.A.... $375
" France... frs. 3,027

Reparation Payments
(Gold)

Approximate
Sterling

equivalent at

current rates

Millions

952

1,822

854

725

252t

£4,105

6,600

£10,705

* Excluding external debt not due to Governments, debts due to certain Colonies and Dependencies

and other minor debts.

t The Belgian Debt is subject to special arrangements with the Allies.

X Exduding other than Federal Debt.

Nor do I suggest that Great Britain

will refuse to remit some portion of

what may be owing to her by her

European Allies or by Germany unless

the United States of America also

make some remission in respect of some
part of the debts which are owed to

that country. I believe that Great

Britain will act in this matter accord-

ing to her own judgment as to what is

sound or unsound.

Notwithstanding, however, it would
be for the common good of the world if

Great Britain and America should

come to an agreement as to the eco-

nomic aspect of the problem.

Reverting to Table A, the amount
of the Inter-Allied Debts is about

£4,000,000,000, and the amount of the

Reparations Debt from Germany is

£6,600,000,000, the two making to-

gether a total of about £10,600,000,-

000. You will not forget that these

debts represent purely Government
indebtedness, and do not include the

great volume of commerical debt, or

debt not incurred directly between

Governments. Table B is an en-

deavour to measure the present burden

of debt in commodities, as this is in

some ways a better basis of comparison.

It must be remembered, however, that
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TABLE B

105

Pre-Wah Debt
(Expressed in Units of Commodities)

Post War Debts
(Expressed in Units of Commodities)

Million

Units

Units per

head

Internal

Million

Units

Debt to Allies

Million Units

Total

Million

Units

Units per

head

U.S.A
United Kingdom
Prance

211

706

1,333

605

936

183

2.3

15.7

33.7

17.3

5.2

24.4

3,232

4,215

3,125

614

356

596

805

481

134

3,232

4,811

3,927

1,095

480

30.7

101.3

98.2

Italy 27.4

Russia

Belgium 60.0

The Unit represents the amount of commodities which could be purchased for £l sterling before

the war.

unless interest rates are adjusted

accordingly, the real, i.e., the com-
modity burden of the debt increases

with every fall in prices and decreases

with every rise in prices. In consider-

ing these figures you will bear in mind
that in order to arrive at a correct

opinion as to how far each country can

sustain the amount of debt for which
it is shown to be liable according to the

Table, due allowance must be given to

the conditions, either favourable or

otherwise, which affect that country.

Thus, for example, in the case of Italy,

her debt per head may appear to be

relatively low, but it is actually higher

than in the case of other countries

which have a greater National income
than Italy per head of the popu-
lation, Italy being relatively a poor

country.

I now pass on to Table C, which
gives the total international pre-war

trade, that is to say, the amount of the

Exports and Imports of the principal

countries of the world for the year

1913. It does not include any estimate

for invisible exports. The total figure,

which includes a large amount of re-

exports, is given at £7,983,500,000, and
if this amount were adjusted so as to

correspond with the values of today,

the volume represented by that figure

might perhaps be put at £15,867,000,-

000.

It is perhaps unnecessary for me to

say that debts can only be paid from
one of two sources, that is to say,

either out of capital (which in the case

of a settlement between nations would
include the surrender of territory and
the transfer of accumulated wealth

such as securities or industrial under-

takings, or treasure or works of art)

or in the alternative, out of income,

and this method must resolve itself

into payment through goods and serv-

ices; in the case of goods, which would
include both natural products as well as

manufactured articles, and also in the

case of services, payment can only be

made out of profits.

It is quite clear that before goods can

be exported to pay for a debt which is

due, the cost of materials and labour

have to be met first, and it is only the

surplus in value (if any), that is to say,

the profit, which is available for pay-

ment of debts.

It is, of course, possible to bring

about some settlement of debt by
obtaining credit which is, in fact, a
postponement, or by an inflation of

currency, which is in a measure the
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TABLE C

—

World Commerce for the Year 1913

Imports Exports

1913 191S

£ £
Argentme 84,270,000 96,700.000

Austria-Hungary 141,483,000 115,129,000

Belgium 183,345.000 143,073,000

Brazil 67,170,000 64,612,000

Bulgaria 8,524,000 6,257,000

Chile 24,713,000 29,723,000

China 72,196,000 56,542,000

Denmark 45,417,000 87,893,000

France 340,335,000 275,012,000

Germany 534,750,000 495.630,000

Greece 6,162,000 5,800,000

lUly 145,511,000 100,157,000

Japan 72,945.000 63,240,000

Netherlands *. 801,083,000 259,250,000

Norway 31,155,000 20,596.000

Peru 6,088,000 9,137,000

Portugal 16,793,000 7,723,000

Rumania 22,789,000 27,668,000

Russia 129,150,000 160,355,000

Serbia 4.617,000 4,676,000

Spam 47,152,000 39.947,000

Sweden 44,095,000 42,256,000

Switzerland 77,030,000 55,037,000

Turkey 37.774.000 22,474.000

United Kingdom 768.734,000 634,820,000

British Dominions and India 566,392.000 541,824.000

United States ^ 362,595,000 485,701,000

Total £4,142.268.000 £3,791,232,000

same thing, but this latter must "A," but also the figures representing

necessarily be followed by a cor- the normal volume of international

responding alteration of the economic trade, as shown in Table "C," and
basis of the country which has recourse to place the former side by side with the

to that method. latter.

So far as payment out of capital is I think that the figures show how
concerned, we may reasonably con- impossible it is to expect anything of

elude that, apart from any scheme for the kind, and not only is this conclusion

the mobilization of securities which forced upon us by the relative figures

may still exist in the hands of thedebtor in the two tables, but it is brought

nations, or of cash balances standing to home to us with added force when we
their credit abroad, little or nothing see how great has been the loss of

further remains to be effected under productive power through the sacrifice

this head, but in order to form some of life in the war. Apart from the

opinion as to whether such an increase great number of the maimed and
in international trade can be looked for disabled, France lost in killed, 1,385,-

as will provide for the payment of 000 men, Italy 460,000, and the United
War Debts out of income, it is useful Kingdom 743,000. Taking Europe
to have before us not only the amount as a whole, excluding Russia, it is

of those debts, as shown in Table estimated (see table D) that 6,951,648
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men were killed, and 15,504,919

wounded. (I do not include the figures

for the U.S.A., because she is not a

debtor nation.) It only remains to

add that those lives which were

sacrificed were of an age when their

powers of production were at their best,

and that, speaking broadly, they were

the pick of their generation. In confir-

mation of this statement, there is the

fact that France lost 57 per cent of

her male population between twenty

and thirty-one years of age.

Another factor which has to be

borne in mind is that it is no longer

possible in the case of most of the

countries of Europe to look to any
material amount of invisible exports,

which have, to a large extent, disap-

peared since the war, and cannot be

expected to return until the world has

again settleddown to normal conditions

of trade and financial intercourse. It

follows, therefore, that if these debts

are to be paid in full, even if the pay-

ment is spread over a long period,

either the economic basis of the whole

world must be changed from what it is

today, including a further general

alteration in price levels, quite apart

from the alteration which has already

taken place since the war began, or,

as I have said, there must be a general

reduction in the standard of living,

affecting some countries more than
others, with the possible consequences

I have indicated.

The profits of trade and other

sources of income do not today suffice

to provide more than is actually re-

quired for the seryice of today's

pre-war debts, and up to the present

no step has been taken towards pay-
ment of any really substantial pro-

portion of war debts or reparation

payments. Fresh sources of income
will, therefore, be needed to meet the

added charges for war debts, involving

great capital outlay which will strain

the world's supply of loanable capital,

and this factor by itself alone may serve

to bring about a fresh economic basis.

In the alternative there must be a lower

standard of Uving, and this, as I have

TABLE D—War Casualties

Deaths Wounded
United Kingdom 743.702 1,693,262

British Dominions
, 140,923 357,785

India
'

61,398 70,859

Total—British Empire 946,023 2,121,906

France 1,385,300 3,000,000

Belgium 38,172 44,686

Italy 460,000 947.000

Portugal 7,222 13,751

Rumania 335,706 700,000*

Serbia 127,535 133,148

Total—Allies (excluding U.S.A.) 3,299,958 6,960,491

Germany 2,050,466 4,202.028

Austria-Hungary , 1,200,000 3,620,000

Bulgaria 101.224 152,400

Turkey 300,000 570,000

Total 6,951.648 15,504.919

*Approximate estimate—no record available.

(No reliable figure can be given for Russia, but probably the figiu-es exceed—Deaths, 1,700,000;

Wounded, 5,000,000.)
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said, may re-act to the disadvant-

age both of the debtor and of tlie

creditor.

Moreover, it follows that the more
rapid the payments, the greater must
be the economic dislocation.

I think you will agree that there is

nothing which is more disturbing to

mankind than such alterations in

economic conditions as result from
changes of price levels and of wages
and other costs of production. The
world has experienced this to the full

since the war, and it is safe to say that

the difficulties which now present

themselves in all directions are largely

due to causes of economic origin.

After the Franco-Prussian War,
changes in economic conditions were

similarly threatening, but were largely

offset by increased production and by

develophients in organization which
had an alleviating effect.

Today, although tlie future is un-

known, we caimot count upon any fac-

tor of that kind presenting itself.

I think that I have said enough to

show that some adjustment, some
modification, must take place in regard

to the amount of the War Debts and
Reparation payments if the world is to

escape from an impossible situation,

and that it is in the interest of all that

there should be no such low standard

of living imposed upon any one
population as will either give to it the

power of undue competition or will

force it into bankruptcy. I think that

America is more concerned than any
other country, because she alone is in

the position of being solely a creditor

so far as war debts are concerned.

An Analysis of the International War Debt
Situation

By R. C. Leffingwell
New York City, formerly Assistant Secretary of the Treasury

THERE is pretty general agree-

ment that the rehabilitation of

Europe depends upon four things

:

1. Peace and disarmament.

2. Balanced budgets and honest money.
3. The removal of international trade

barriers.

4. The settlement of international war
debts, including reparations.

America has made her contribution

to the first of these at the Washington
Conference in the program for naval

disarmament. That was the particular

form of disarmament that touched
America closely and she made her

contribution where she had a definite

interest and a definite part to play.

Disarmament in Em-ope must be

preceded by the settlement of political

problems in Eiirope, and from that

settlement America has, rightly or

wrongly, definitely and repeatedly

declared her detachment.

The countries of continental Europe
cannot well balance their budgets

or stop printing irredeemable paper

money until they have established

peace, reduced their military establish-

ments, obtained a settlement or post-

ponement of international war debts

and reduced or eliminated subsidies

and doles.

The removal of trade barriers in

Europe is also inextricably interwoven

wjth political questions there. But
America is setting Europe in this

1
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respect the worst possible example by
raising her own tariff wall. The Ameri-

can farmer seems to have adopted the

amazing view that he will get a better

price for agricultural products if a

tariff is enacted which will make it more
difficult for Europe to pay for them.

Politicians who would be intellectually

bankrupt without the doctrine of

protection, on which they were brought

up, decline to open their minds to

world changes which make trade

barriers a burden rather than a benefit

to us, or to the protests of supposedly

protected industries.

Reparations

The problem of reparations is one

primarily for Europe to determine.

The victors, the European Allies, are in

perplexity to know how to force

Germany to pay without destroying

their own economic life. They are

determined Germany shall pay; but

they are determined not to destroy the

German market for their own goods.

They are determined Germany shall

pay; but they are determined not to

receive payment in German goods for

fear of destroying home industries,

and not to receive payment in German
labor for fear of unemployment at

home. The truth of the matter seems

to be that, when in the Treaty of Ver-

sailles the Allies rejected annexations as

a fruitful source of future wars, and
substituted indemnities, they jumped
out of the frying pan into the fire. It

may be, on the whole, less troublesome

to annex a province, with its people

and industries as a going concern, than

to subject an empire to economic servi-

tude for a generation or two. Ger-

many's capacity to produce great

exports is unquestioned, but her capac-

ity to produce a great export balance

is very dubious. I suspect that the

severest critics of the Treaty of

Versailles are too optimistic in their

estimates of what Germany can pay,

and what the Allies can afford to re-

ceive from her; and that reparations

must be reduced to a relatively trivial

sum and some other method found to

punish Germany.
It is idle to suppose that the rehabil-

itation of Europe can come by re-

lieving Germany and driving France
to desperation. There has been enough,
too much, of a disposition to lecture

France, both here and in Great
Britain, and far too little disposition to

help her. France is th^great sufferer

from the War, and her lamentable

policies today may to some extent

result from the attitude towards her of

Great Britain and the United States

—

always admonishing her and never

offering her a way out.

The problem of reparations is not

unrelated to the problem of inter-

allied indebtedness. The French are

indisposed to be more reasonable and
generous in remitting claims, which
have the sanction of an international

treaty, against the vanquished enemy,

than they find the United States dis-

posed to be in remitting claims against

its victorious but suffering ally.

The problem of inter-allied in-

debtedness is a very difficult one, made
more difficult by our national habit of

calling everything black or white and
insisting on a yes or no answer to

every question. Americans tend to

divide themselves into two groups

—

those who believe that all the debts of

the Allies to the United States should

be cancelled at once out of the whole

cloth, without any ifs, ands or buts,

and those—the larger number today

if the action of Congress is any indica-

tion of public opinion—who are dis-

posed to insist upon the payment
of principal and interest in every in-

stance and without the remission of a

dollar.
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Question of Cancellation

The suggestion of cancellation out-

right was made by former Attorney

General Wickersham here, and in

Europe by Mr. KejTies in his world-

famous book, two years ago. Argu-

ments in support of it in this country

have been presented by Professor

Moulton and Mr. Bass in their book
entitled, America and the Balance

Sheet of Europe; by Professor Seligman

in a paper entitled, "The State of our

National Fii^nces," in the American

Economic Review for March, 1922; by
Mr. Justice Clark in an address before

the Cleveland Chamber of Commerce,
February 9, 1922; and by many others.

The whole subject is discussed ex-

haustively in Mr. Friedman's book on
"International Finance and Its Reor-

ganization." Mr. Vanderlip has made a

suggestion that Europe's debts to us

should be applied to constructive and
reconstructive work in Europe—a sug-

gestion which seems to be as much be-

side the mark as the suggestion of the

politicans in Washington who would
have Europe's debts to us applied to

the payment of a soldiers' bonus.

The money has been spent and blo\\Ti

up. The question is whether the debts

can and should be collected. . If they
ever are collected no doubt many
proposals, benign and selfish, will be

made as to the use of the money,
notwithstanding the fact that it is

devoted by the terms of the Liberty

Loan Acts to the retirement of Liberty

Bonds.

Congress, by the Act approved
February 9, 1922, took away from the

Secretary of the Treasury the power
granted by the Liberty Bond Acts to

refund the demand obligations held

by the Treasury, conferred it upon a

commission of five members, including,

to be sure, the Secretary of the Treas-

ury as chairman, and forbade the

cancellation of any debts whatever.

The commission so created is admirably

constituted, but its hands are tied.

And there is a good deal to be said

against cancellation as such. The
solemn obligation of one sovereign state

to another ought not lightly to be dis-

regarded on either side. It is said to

have been the British practice to

finance Eiu-opean wars and ultimately

to forgive the debts so created. Such a

policy would seem to be a fruitful

source of war. If the more bellig-

erent and irresponsible of the con-

tinental nations are allowed to fall

into the habit of having a war when
they will without paying for it, it

is not difficult to understand that wars

will be frequent. But do the con-

gressmen and senators, who solemnly

pass laws and make speeches declaring

that the Allies' debts to America shall

be paid, known how they propose to

make those laws and declarations

effective? Certainly not. On the con-

trary most of them know very well

that a considerable part of the ten

billion dollars never will be paid,

principal or interest.

Might it not be a better plan, then,

to authorize the Debt Commission

to investigate the situation, to hold

conversations with the debtor nations

with a view to ascertaining their

present and probable future financial

situation and their present and probable

future ability to pay; to study the

effect upon American agriculture,

commerce and industry of this indebt-

edness and the effort to collect it, and
to report to Congress. It seems so un-

utterably stupid to close one's eyes and
ears to the facts and refuse to permit

even discussion by our official repre-

sentatives of the problems which every-

one knows exist and must sooner or later

be disposed of. It is childish to con-

tinue to assert that all the debts must
be paid when everyone knows that
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some ofthem can't and won't be. Why
not get down to earth and talk it over?

Why not find out what part of the

debts can be paid and what can't?

Why not study what advantages, eco-

nomic or otherwise, might be obtained

for America as part of a general com-
position of debts?

The maintenance of these debts,

notwithstanding interest has not been

paid upon them, constitutes a grave

handicap to the economic recovery of

the debtor nations. If the cancellation

of bad debts, the scaling down of

dubious debts and the forgiving even

of some good debts could be used to

produce advantages greater than any
we can hope to receive by persisting in

our present stubborn attitude, by all

means let us find it out.

An analysis of these debts probably

ought to be made from three principal

points of view:

1. How the debts came to be created.

2. The ability of the debtor to pay.

3. The effect upon the creditor of re-

ceiving payment.

Creation of the Debts

The debts were justly created. That
the money which America provided

should take the form of a loan was
proper and right. Had America given

the money away, instead of loaning it,

she would have abandoned a system
wisely initiated by Great Britain and
France themselves and pursued by them
throughout the War—a system ab-

solutely essential to any reasonable and
practical division of war burdens.

This has been elaborated and fully

explained from the English point of

view by Mr. R. Trouton in the Ec-

onomic Journal (the quarterly Journal

of the Royal Economic Society) for

March, 1921. Mr. Trouton strongly

defends, with reasons ample and con-

vincing, the system by which the debts

were created, although his conclusion,

equally supported by strong and per-

suasive arguments, is that the debts

should now be cancelled.

Much of the ten billion dollars was
loaned after the declaration of war by
America, when England and France,

Italy and Belgium were holding the

line in Eiu'ope, waiting for us to take

our part. During the early months of

the War the Allies were borrowing
from us $500,000,000 a month and
asking for more. After the first six

months, however, the Allies were no
longer able to spend dollars in the

United States to the extent of five

hundred million a month or anything

like it, because our own military effort

was absorbing our industrial life.

There is an element of the grotesque

in the fact that the fewer men a country

had on the firing line the more claims

it was able to establish against its

allies; yet that is what happened under

the system of accounting adopted, and
properly adopted, by the Allies during

the War.
Some of the debts were incurred for

the support of sterling and franc ex-

change and, to a minor extent, for the

support of lira exchange. When Great

Britain bought sterling in the United

States from the proceeds of loans from
the American government she of

course became the owner of the ster-

ling and was to that extent relieved of

the necessity of floating domestic loans

in England to meet her requirements

there. On the other hand, the sterling

purchased may have come on the

market in response to British or inter-

allied purchases for war purposes

somewhere in the world's markets.

An impression has been created that

the United States required Great

Britain in some sense to guarantee or

make herself responsible for loans to

others of the Allies after the United

States entered into the War. That
impression is wholly erroneous, Great
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Britain had, liefore the United States

entered into the War, established the

rule that each Ally should he res|X)nsi-

ble for the financing of inter-allied

purchases within its own borders.

The same rule was extended to the

United States when it entered into the

War. Under that simple and sound

rule the United States financed the

requirements of the Allies within its

borders; Great Britain financed the

requirements of the Allies within the

British Isles and, to a great extent,

within the British Empire (but not in

India, where the United States financed

all the Allies by shipments of silver

for a considerable period); and as to

expenditures in the neutral world,

Great Britain and the United States

shared the burden of finance in ac-

cordance with a formula agreed upon
between them.

The theory of the rule is simple.

The people of each belligerent country

could and should respond, in taxes and
subscriptions for domestic loans, to

the financial demands of its govern-

ment. The American government
could raise all the dollars the Allies

needed, the British government all the

sterling, the French government all the

francs and the Italian government all

the lire. On the other hand, because

of embargoes on exports of gold and
control of foreign exchange, no govern-

ment could provide finance outside its

borders, except at the expense of

grave depreciation of its currency in

foreign exchange. It was a matter of

course that, under the sound rule thus

established by Great Britain before the

United States entered the War and
continued without question thereafter,

Great Britain should continue to be a

lender as well as a borrower on inter-

national account.

After the United States entered

the War, in one case only, did Great
Britain make advances forpurchases by

any of the Allies in the United States

—

that of Russia—and in that case only

to the extent of contracts entered into

by Russia and guaranteed by Great

Britain l)efore the United States

entered the War. The amount is not

important.

Some of the loans made by the

United States were made after the

Armistice. Following is an analysis

of the advances made by the United

States Treasury, prepared with a

view to showing the extent of the

loans made by the Treasury to the

Allies after the War was over (actually

though not technically) on the basis of

Treasury Daily Statements.

Proportion of Debts Incurred after the
Armistice

To and including November
11, 1918, Armistice Day . $7,076,714,750.00

Thereafter, to and including

June 28, 1919, when the

Treaty of Versailles was
signed $2,025,570,265.56

Total to signing of peace . . . $9,102,285,015 . 56

Thereafter to January 10,

1920. the effective date of

the Treaty 350,720,914 . 09

Total to January 10, 1920 $9.453,005,929 . 65

My impression is that advances

subsequent to January 10, 1920, have
been about balanced by repayments
and represent little, if any, actual cash

outgo, but rather a readjustment of

accounts between the United States

andthe several borrowing governments.

The amount of obligations of foreign

governments representing Treasury ad-

vances less repayments of principal,

according to the Public Debt State-

ment of January 31, 1922, was $9,-

434,346,829.24. These figures do not

include foreign obligations received on
account of sales of surplus war supplies

and European relief.

What I have said makes no pretense

to be an exhaustive analysis of how the
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debts were created. It is intended to

serve only as an illustration of the fact

that they were created in divers ways
and for divers purposes, all to be sure

for the prosecution of the War and for

the national security and defense. The
diversity, however, is of considerable

importance from the point of view of

discussion as to cancellation. Some
of us may feel under a moral obligation

to cancel loans made to provide muni-

tions for armies in the field, before

America was able to make her own
military effort; and yet feel under no
similar obligation in respect to loans,

equally necessary and proper, made
after Armistice Day for the purchase of

foodstuffs or surplus war supplies which

were resold by the borrowing govern-

ment. For shot and shell and other

equipment, necessary for the military

forces in war time, blown up, destroyed

and wasted, the borrowing government

has nothing to show except the graves

of the killed and the shattered bodies

of the wounded and the glorious

memory of sacrifice and victory. Other

loans were merely a necessary part of

the mechanics of war finance, and the

borrowing government has already

realized in whole or in part by the

resale of the property purchased from

the proceeds of them.

Ability of the Debtor to Pay

When we come to consider the

ability of the debtor to pay, equal

diversity appears. Great Britain can

pay no doubt in the sense that she can

meetthe interest charges and ultimately

sell her own or private securities in our

markets to an amount sufficient to lift

the principal of the debt; yet it may be

questioned whether Great Britain can

pay in full without such disruption of

her internal and international economy
as would be gravely injurious to her

and to us.

France is quite right in her position

that her ability to pay largely depends
upon her ability to collect from Grer-

many. Unless France can make col-

lections from Germany, which everyone
is now engaged in telling her she can
not and should not make, it is difficult

to see how France can make any im-
portant payments to the Allies.

Italy's ability to pay stands in much
the same position as that of France,

except that Italy has less to hope for

in the way of collections from her

enemies.

As to Belgium, we are under a moral
obligation to release her and accept

Germany's obligation in lieu of hers, so

far as concerns pre-Armistice advances.

Sooner or later we are certain to

recognize that moral obligation, which
rests not merely upon the tentative

arrangement entered into at the Peace
Conference, but upon the impregnable

foundation of little Belgium's great

service and sacrifices for all of us. Bel-

gium is a highly civilized, densely

populated country and there is no
reason to suppose that she can make
important payments on account of her

international war debts, incurred be-

fore the Armistice, independent of her

collections from Germany.
The indebtedness of other govern-

ments than those which I have now
mentioned is perhaps, roughly, half a

billion dollars. Some of it is collectible.

Effect of Payment Upon the
Creditor

In considering the ability of the

debtor to pay, and the effect upon the

creditor receiving payment, it is neces-

sary to recall the fact that international

payments can be made only in goods,

services, gold or evidences of indebted-

ness (including paper money), and
that it is only to the extent that it

is able to create an export balance,

i. e. export more of these than it im-

ports, that any Ally will be able to
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effect payments of principal or interest

upon its indebtedness to the United

States.

The public international war debts

do not represent wealth created, but

wealth destroyed. In this respect they

differ from private international debts

created in the ordinary course of

business. Before the War Great Brit-

ain, not as a nation but as a commu-
nity, had become the creditor of the

whole world by the slow process of

private accumulation and investment

abroad intelligently made for produc-

tive purposes. Great Britain thus

enriched herself and enriched her

debtors in the process. Debts were

gradually created in the ordinary

course of trade and business, and the

economic life of both debtor and
creditor had ample opportunity to ad-

just to them. Coincidentally, the

newer regions of the earth built up
export balances, favorabletothemselves

and adverse to Great Britain, largely

for foodstuffs and raw materials, which
trade balances Great Britain was able

to meet by adding, to her exports of

finished products, exports of services

(marine, banking, insurance, etc.) and
by collecting interest on her capital

invested abroad. But the public

international war debts were created

by the War abruptly and at the same
time America's trade balance against

Eiu*ope was enormously increased by
the same war.

The collection of the debts due from
the Allies to the United States will

tend to stimulate imports into the

United States and discourage exports

from the United States, thus reducing

America's so-called favorable balance

of trade, or even eliminating it and
substituting an "adverse" balance.

No doubt America and the world can

adjust themselves to this process if

they must. But the process means that

America, underpopulated, with vast

territories unexploited and undevel-

oped, shall produce less than it con-

sumes, and that Europe, overpopu-

lated, and having already pretty nearly

reached the maximum of her productiv-

ity, must produce more than she

consumes. It would seem that the

only way in which the world could

ultimately adjust itself to so abnormal
an arrangement would be by convert-

ing the farm into a city and the city into

a farm—^that the problem will find its

solution by a shift of population to

both Americas, to the British Colonies,

and to other more sparsely settled

regions of the earth. Very obviously

such a solution of the problem must
be accompanied by protracted distress

throughout the world including the

United States.

The collection of the public inter-

national debts of the Allies to the

United States, principal or interest,

would serve, then, to subsidize imports

and penalize exports from the United

States, to reduce prices and wages here

and to exaggerate the existing de-

pression and imemployment.

Conclusion

These are some of the considerations

which ought to be taken into account

by a commission created by Congress

with adequate power to consider the

problem of inter-allied indebtedness

—

not with its hands tied and its eyes

blindfolded. Such a commission would
doubtless take into account, also, the

question whether, if disposed on ac-

count of any of the considerations

previously discussed, to consider mak-
ing some concessions in respect of the

indebtedness of the allied governments

to the United States, it might not be

able, in return for such concessions, to

obtain definite advantages by im-

posing reasonable conditions. What
is really needed is a general settlement

involving peace and disa^rroament.
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balanced budgets and honest money,
the removal of trade barriers and the

settlement of international debts. If

America could use her claims against

Europe to promote so happy a solution

of Europe's problems she would render

herself at the same time the greatest of

all services. She would bring to an end

the period of world-wide calamity

which began nearly eight years ago
and has continued through years of

disastrous war and years of equally

disastrous peace. She would reopen

her own mills and factories, return the

unemployed to their jobs, and restore

her farmers to prosperity.

The Public Financial Burdens of the Principal

Countries of the World
By L. R. Gottlieb

Lecturer in Finance, New York University

IN Table I on page 116, an attempt

has been made to compare the pub-
lic debt and debt charges of the leading

fifty countries of the world, comprising

83 per cent of the world's total popula-

tion. It will be found that nations

other than participants have barely

doubled their debt since 1914; in the

war-ridden countries there has been an
eight-fold increase. Inflation has been
one of the primary factors in the

growth of public debts; it has lessened

the intrinsic purchasing power of the

monetary unit. Continual inflation

tends to lighten the burden of the debt,

while deflation operates in the reverse

manner. The former stimulates busi-

ness, causes a restriction in consump-
tion and reduces the output of luxuries,

thus setting commodities free for the

use of the state; the latter factor, on
the other hand, enriches the speculator

at the expense of the citizens of the

state involved. As deflation succeeds

inflation, the burden of the debt be-

comes pari passu heavier and heavier.

This is the problem confronting the

future.

Before the War, France had the

largest per capita debt of all countries

in the list, with the exception of

Honduras ^ and New Zealand.^ Today,
Austria stands first, followed closely by
Hungary, Germany, France, Belgium
and the United Kingdom. Territorial

re-arrangements resulting from the

peace treaties account for the material

enhancement in the per capita debt

of the first two countries in par-

ticular.

An interesting observation to be

recorded is that debt charges do not

always keep pace with the growth in

nominal amount of debt. A great

deal depends upon the methods pur-

sued in financing the government's

requirements. Paper money directly

issued by the state, as in Italy and

Russia, involves no interest charges;

while currency issued indirectly by the

state through the medium of banks of

issue who discount treasury bills, as in

the case of Germany, Austria, etc., or

through banks that make a direct loan

to the government, as in the case of

France, constitutes a debt the interest

requirements of which are compara-

^ Cognizance being taken of back interest

accumulating since 1873.

* Government ownership largely explains the

heavy p)er capita debt.
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lively low.' As credit stringency

develops during the course of an
emergency, it becomes less and less

attractive to incur a funded debt, be-

cause interest rates begin to mount and
the burden grows proportionately.

In using the data presented in Table

I, there are two facts to be borne in

mind. First, foreign currencies have
been converted into United States

money at pre-war parity for countries

nominally or actually on a gold basis;

where current figures were stated in

terms of a highly depreciated currency,

as in Poland, Austria, etc., approximate

exchange equivalents were employed.

To convert all foreign debts at exchange

values would be inadvisable in view of

the serious disparity between internal

purchasing power and external values

of various national currencies. Second,

the figures given in the Table take into

consideration neither loans of one

government to another nor offsetting

assets. Loans and advances of the

United States to her allies totalled

$10,094 millions (net) on November 30,

1921 ;< of Great Britain, £2,017 millions,

on March 31, 1922;"* of France, 14,-

082 million francs on June 30, 1921;"

and of Germany, 12,031 million marks
as of March 31, 1920.^ In addition,

there are treasury assets, such as

sinking funds, government-owned rail-

roads, posts, telegraphs, waterfalls,

shipping, state industries, etc., which
counterbalance in part the total gross

indebtedness.

* Furthermore, a large portion of actual in-

terest payments made to banks flows back into

the government coffers in the shape of taxes and
state participation in profits.

* Statement of the Public Debt of the United

States, November 30, 1921.

* Including loans for relief, reconstruction loan

to Belgium and miscellaneous items, according

to Budget speech.

* Bulletin de Statistique et de Legislation Com-
paree, August, 1921, p. 379

^ Brussels Financial Conference, Section on
Public Finance.

A debt, simply stated, is a relative

term, and unless it is related to re-

sources or assets, its numerical pres-

entation carries little significance.

The principal difficulty in this connec-

tion is, however, to be found in securing

recent data bearing on national wealth

and income. The only estimates avail-

able for all countries, with the exception

of the United States and Japan,

appertain to pre-war conditions only.

In Table II, an attempt is made to

furnish a comparison between debt

and pre-war wealth, and debt charges

and pre-war income, both before the

War and at the most recent date. This

compilation possesses, however, two
serious shortcomings: first, inflation is

allowed to remain in the debt and
interest factors, while pre-war wealth

is stated in terms of gold currency;

second, the changes in national wealth

since 1914 are not taken into considera-

tion. Partly to overcome these ob-

jections. Table III is presented, which

aims to eliminate the factor of inflation

in countries where index numbers are

available. By dividing up into periods

the years since the outbreak of the

War and evaluating the increases in

the absolute amount of national in-

debtedness by means of price index

numbers, current national debts have

been adjusted to the 1913 gold basis.

These figures are directly comparable

with the estimates of pre-war national

wealth, with allowances for loss of

resources under the Peace Treaty.

With the element of inflation thus

removed, it is found that Germany's

debt constitutes 42 per cent of the

pre-war national wealth of the territory

she now occupies; in the case of Italy,

41.4 per cent; in France, 38.3 per cent;

in United Kingdom, 34.3 per cent; in

United States, only 7.7 per cent; in

Denmark, 7.8 per cent, and in Switzer-

land, 5.6 per cent.

The fact should not be overlooked
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TABLE II

—

Debt and Debt Charges as Related to Pre-War National Wealth and Income

Country

Prb-War
National
Wealth
(Million

Dollars)

Pre-War
National
Income
(Million

Dollars)

Debt as Percentage
of Pre-War

National Wealth

Before

the War
At most

recent date

Debt Charges as
Percentage of Pre-
War National Income

Before

the war
At most

recent date

A. Entente Powers

United States

United Kingdom
Australia

Canada
France

Italy

Japan
Russia*

Belgium

BrazQ

Total—Entente Powers.

204.400

70,500

7,400

11,100

58,500

21,800

11,700

60,000

5,800

12,000

463,200

35,300

11,000

1,300

1,500

7,300

3,900

1,600

6,500

475

950

69,825

0.5

4.9

1.3

4.9

11.3

13.9

10.8

8.5

12.5

6.3

4.9

11.5

54.1

20.4

27.4

90.2

97.6

10.4

42.3*

113.1

10.5

37.8

0.1

1.1

0.2

0.9

3.5

2.6

3.4

3.4

5.3

3.9

1.2

2.8

15.3

6.2

9.5

34.1

20.7

4.0
11.8*

49.5

4.7

10.4

B. Central Powers

Germany
Austria-Hungary

Turkey
Bulgaria

Total—Central Powers

Total—Belligerents. .

.

Argentina

Denmark
Netherlands

Norway
Spain

Sweden
Switzerland

Total—Neutrals

Grand Total

80,500

30,100

4,000

4,000

118,600

581,800

10,500

4,000

500

500

15,500

85,325

1.5

14.1

16.7

4.3

5.2

5.0

98.2

88.4

51.2

31.3

91.8

48.8

0.4

3.9

9.0

1.6

1.6

1.3

23.5

34.8

17.6

16.0

26.0

13.3

C. Neutrals

11,700

2,400
'

5,100

1,100

14,300

4,600

3,900

43,100

624,900

950

200

400

100

1,100

375

300

3,425

88,750

4.4

4.0

9.2

8.7

13.2

3.6

0.7

7.6

5.2

6.9

13.3

24.3

28.5

19.8

8.5

20.9

15.6

46.5

3.7

1.5

3.8

5.0

7.2

2.4

0.7

4.3

1.4

5.6

6.5

18.8

13.0

10.0

5.1

7.3

8.9

13.1

* Exclusive of obligations incurred diving the Soviet regime.
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that not all of the indebtedness in-

curred during the War represented a

corresponding destruction or loss of

national wealth. It is true that the

emergency transformed the vast num-
bers called to the colors into an army of

non-producers in the widest economic

sense and with a broad sweep wiped out

the surplus of production over con-

sumption which normally resulted from

their labors. There were, however,

elements to be considered, which in

part counterbalanced the loss in normal

production, Enhanced productivity

in non-war lines of industrial activity,

stimulated by patriotic motives, in-

creased output by virtue of employment
of women, minors and unemployables

to a larger extent than is true of normal

periods; suppression of luxury manu-
facturing and enlargement of capacity

of necessary industries, including agri-

culture, all contributed appreciably to

the offsetting process. Insofar as a
part of the equipment was scrapped

after the War, there was an economic
loss. But the greatest destruction was,

of course, the failure to accumulate an
annual surplus which has formed the

backbone of the world's economic
progress during the past century.

This was further accentuated by losses

due to deaths and incapacitation. The
consumption of war materials and the

destruction of property made heavy
inroads on national wealth, but it is

essentially the former which found its

way into the public accounts during

the War, although during the recon-

struction period restoration of prop-

erty began to assume an important

position.

TABLE III

—

Relation of Debt to Wealth on a Phe-War Basis

COUNTBT

Pre-Wab
Wealth
(Million

Dollars)

Per
Capita
(Dollars)

Present
Debt Ad-
justed TO

1913

Basis

(Million

Dollars)

Per
Capita
(Dollars)

Ratio of
Present
Adjusted
Debt to
Pre-war
National
Wealth
(Per cent)

Ratio of
Pre-Wab
Debt to
Pre-War
National
Wealth
(Per cent)

United States . .

.

United Kingdom
Canada
Australia

France

Italy

Russia

Japan
Germany
Denmark
Netherlands ....

Norway
Sweden

204,400

70,500

11,100

7,400

62,000

21,800

60,000

11,700

68,400

2.400

5,100

1,100

4,600

1934

1488

1328

1364

1574

593

441

209

1241

734

736

416

787

15,746

24,153

2,080

1,378

23,731

9,033

13,208

1.249

28,716

186

783

183

259

149

510

249

254

602

246

97

22

521

57

113

69

44

7.7

34.3

18.7

18.6

38.3

41.4

22.0

10.7

42.0

7.8

15.3

16.6

5.6

0.5

4.9

1.3

4.9

11.2

13.9

8.5

10.8

1.5

4.0

9.2

8.7

3.6



Character of American Influence on Eastern Europe
in the Near Future

By Elmer Davis
Member of the Editorial StafiF, New York Times, New York

THERE is, perhaps inevitably, a

pre-millennial tone about most con-
temporary writings on the immediate
future of Europe; all the misfortunes

of the age are to be ended by the

second coming of America. It is not

my business to compete in prophetic

prediction with veteran soothsayers,

but whatever happens at Genoa and
whatever is done in the State De-
partment, I see no reason to anticipate

any such active collaboration of Amer-
ica in European affairs as was ex-

pected early in 1919, and seems still to

be expected by some persons on both

sides of the Atlantic. Whatever we
may think of the ideal of a world per-

meated by the general will and express-

ing this will through the machinery of

the League of Nations, or something

similar, it is only an ideal, and unlikely

to be realized in this generation.

Even if America should come back into

Europe, should enter the League,

America will not and cannot be "in"
Europe as she was in the few months
immediately after the Armistice.

The reason, obviously, is that such

participation implies both an America
and a Europe which do not exist. The
general will postulated by Mr. Wilson's

concept of the League does not exist

and is not likely to exist in the im-

mediate future. The probability of

more active American participation

in Europ>ean economic and political

problems, and the effect of such
American participation, are topics on
which I do not care to speculate; but
it seems quite clear that there is to be
no general infection of Europe with

the American spirit, whatever that

may be, such as some optimists ex-

pected in the latter part of 1918.

This prospect is not altogether dis-

heartening, certainly not to Europe.

Not only in the beaten countries, not

only in great powers which feared

American participation in European
politics as weakening to their own
influence, has there been an unfortu-

nate tendency to misuse historical

analogy. Even in the smallercountries

political students have sometimes been

inclined to regard Wilson at Paris as

the modern Flamininus, restoring an
illusory liberty to a disorganized Old
World, who in due course would be

followed by an American Mummius
Achaicus. The absurdity of this

hardly needs demonstration in Amer-
ica, but it is sometimes forgotten

that it is absm-d chiefly because of the

character of the American people.

The opportunity to dominate Europe
lay before Wilson almost as the op-

portunity to absorb Greece lay before

Flamininus, allowing for the enormous
economic power which America pos-

sessed at the Armistice. That it was
not used was not wholly a matter of

American domestic dissensions, or of

the character of the leader; it was due
quite as much to the insular interests

of the American people—and also, in

some degree, to the inexperience of

American leaders in the use of their

economic weapons. It can hardly be

doubted that if England had possessed

the economic power which America

possessed at the end of the War, the

reconstruction of Europe would have

taken place only on such terms as were

acceptable to England. America had

121
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neither the popular will to imperialism,

beneficent or otherwise, nor the capac-

ity to carry such a will had popular

consent been conceivable.

Our Disinterested Public Opinion

These are no doubt truisms, but

their significance for the future inter-

national relations of America does not

always seem to be appreciated. Any
active, prolonged and effective in-

fluence of America on European politics

or rather on the complicated political-

economic international relations of

today, postulates an American public

opinion informed on, and interested in,

world affairs. Such an opinion does

not exist outside of very limited cir-

cles. No doubt it is growing, but very

slowly. Even when it flashes up un-

expectedly under the pressure of im-

mediate economic need, as in the

resolution of last winter's Agricultural

Conference in favor of participation in

the Grenoa meeting, it is apt to be

poorly informed and misdirected. For
nearly a quarter of a century America
has had territorial interests in the Far
East; wars in the Philippines, in China
and Manchuria, have attracted Amer-
ican interest; our diplomacy has in

that field, as in hardly any other, had
a continuing and consistent policy.

Since 1898, in other words, we have
had materials for the formation of a

public opinion on Asiatic problems such

as we have had for Em-opean questions

only since 1918. Yet the Washington
Conference, and the discussion of the

treaties which followed it, showed that

even on Asiatic affairs our public

opinion was comparatively feeble and
uneducated. To expect any general

intelligent interest in European affairs

for many years to come is rather

visionary.

It may be argued that public

opinion is not essential ; that the people

will follow if the leaders lead. That

depends, to some degree, on the leaders.

The President who had labored suc-

cessfully for more than two years to

keep us out of war suddenly ex-

perienced a sort of religious conver-

sion in the last days of January, 1917,

and exerted himself as vigorously, and
as successfully, tp get us into war.

To suppose that the incident can be

duplicated is to presuppose the re-

currence of its underlying causes,

both historical and temperamental.

The present administration does not

seem to contain any personality very

closely akin to that of Mr. Wilson, nor

is any such illuminating experience as

his to be expected. The road to

Damascus is thorny with campaign
promises and beset by footpads of con-

siderable vigor and determination.

Efforts to reach Damascus by by-

paths over the hills have not hitherto

been successful. And even if the

administration should cease kicking

against the pricks, it would find itself

hampered by an unprepared public

opinion. Wilson in 1919 was beaten

to a considerable extent by the Wilson

of 1915 and 1916; the mind of the

masses is not able to make a complete

about-face as promptly as that of its

leaders.

It cannot be said that the tentative

efforts of the present administration

have had overwhelming success on

either side of the Atlantic, but in any
case they are not directed toward that

active functioning of America as a

member, with the European nations, i

of a world community, which was I

implied by Mr. Wilson's idea of the

League. American influence, had that _
idea been realized, would have been fl
powerful in Europe, not by any
domineering pressure, but by a sort of

boring from within. The change in fl
the actual character of the League, a ™
change necessitated by the fact that

neither in America nor in Europe was
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the popular temper such as the original

League ideal presupposed, has ended

any such prospect. The participation

of the present administration in Euro-

pean affairs has so far taken the

character rather of bludgeoning from
without. From neither viewpoint does

there seem to be much prospect of any

great American influence on Europe,

and certainly not of any influence

which could be thought of as specifi-

cally and distinctly American. Such

effect as American pressure may have

on general European problems in the

next few years seems likely to be due

almost wholly to the fact that America

is the one nation with money, rather

than that America is a nation born of

many races, which was the first to

work out with fair success the ideal of

federation which is Europe's best,

even if remote, hope.

Economic Advantage of
Disinterestedness

These general considerations apply

still more strongly to those portions of

central and eastern Europe occupied

by the Succession States. American
influence was powerful in the liber-

ation or aggrandizement of these

peoples; their revolutionary leaders,

or many of them, lived and worked in

America in the latter part of the War;
American benevolence and American
organizing ability did much for nearly

all of them after the Armistice. What
can America do for them now? So
far as my observation goes, most of

them have ceased to think of America
as anything except the nation with

money. Certainly this sentiment ap-

plies to America of the present and the

future, whatever pleasant sentimental

recollections are, or more often are not,

entertained of the beneficent America
of 1918 and 1919. No doubt American
prestige is on the whole stronger in

Czechoslovakia today than anywhere

else, but this may be due largely to the

lengthened stay in that country of

various American social service or-

ganizations whose work happens to be

congenial to the Czech temperament.

Elsewhere, America seems to be re-

garded chiefly as the great source of

capital which can develop dormant
resources or furnish lubricants for the

economic machinery.

The opportunities lying open to

American capital in eastern Europe
need no description, but it is worth

remembering that everywhere Amer-
ican capital is preferred to any other

capital precisely because, for the time

at any rate, America is not "in"
Europe. British and French capital

is usually available, though in less

quantity, for national loans or produc-

tive enterprises in eastern Europe, and

no doubt there are cases in which no

political string is attached to loans or

investments. But there have been so

many cases in which economic aid was
offered only on condition of political

concessions that all the Succession

States are nervous and suspicious.

Rightly or wrongly, Jugoslavia, for

example, ascribes the hostility of the

major powers on the Albanian bound-

ary issue to British and French

economic understandings with Albania

and Italy, as the Laodicean attitude

of the Council of Ambassadors on the

Hapsburg issue was ascribed to

British and French investments in

Hungary almost as much as to aristo-

cratic or political influences. Through-

out Jugoslavia there seems to be a per-

vading fear of selling away the national

birthright, which sometimes expresses

itself in declarations that the country

would do better to dispense with

foreign capital altogether, even if the

price be unduly slow economic develop-

ment, rather than give England and

France control of vital elements in the

national economy, or yield to demands
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compromising cherished political ideals.

The same feeling appears a thou-

sand miles further east in the latest

dispatches (April 14) on the Anglo-

American agreements about Persian

oil fields. Persia wants American
capital because America is on the

other side of the world and likely to

stay there. Of the British interests

with which the Standard Oil Company
found it advisable to collaborate there

is deadly fear. Expressions of this

same feeling toward British and French
investments or loans can be found al-

most anywhere among the small states

of eastern Europe, and not least in

those already most closely bound to

England and France.

The dependence of the Little En-
tente on France is generally much
overemphasized. Within certain lim-

its it is real enough, for it springs

from a common interest in the pres-

ervation of the treaties, but it will not

be carried into action any farther than

that common interest requires. The
only serious criticism of Dr. Benesh's

foreign policy from Czech sources is

based on a fear that he is too accom-
modating to France, and this in the

country which owes France more than

does any other except Poland. There
is livelyrealization in all these countries

that the danger of being expected to

pull French chestnuts out of the fire

has not passed, and every succession

state has chestnuts enough of its own.
And given the firm belief, supported

by a good deal of evidence, that every

pound is working for the British Em-
pire and every franc for the strength-

ening of French political hegemony,
it is no wonder that eastern Europe
turns to the disinterested dollar.

Obviously, this advantage would
not be ours if we were taking the active

part in European politics which the

original League idea implied. But
such participation in European affairs

is now out of the question, even if

America should take its place in the
League. It is out of the question,

lx?cause the League has not become
the powerful instrument, the one
agency of real international action, the

one forum in which international dis-

putes are fought out, which Mr. Wilson
expected. Most unprejudiced ob-

servers will agree that the League's

usefulness is already considerable, and
is likely to be much larger. But it will

be a long time before even a League
including America would be able to

impose effective restraint on the rival

intrigues of the great powers. Even
in the League, America would probably

have only a somewhat tenuous con-

nection with most European diplomatic

questions, and to that extent our

present economic advantage would
probably be retained.

Our Timid American Capital

Nevertheless, it is a fact that this

advantage, in eastern Europe, arises 1

almost wholly from distance and dis- 1

interestedness. Notoriously, very little

advantage is being taken of it; the

dollar is probably the most timid

creature on this planet. It is afraid of

new wars, something that no European
states want at present, and which

most of them would like to avoid for

all time. It is afraid, much more
justly, of governmental incompetence,

not unreasonably to be expected in

new or greatly expanded states. To
what extent must America get back |

into Europe to correct these con- I

ditit)ns?

I am not a financier or economist,

still less a clairvoyant; but it seei

that to a considerable extent they are

correcting themselves. What Europe

may do of its own accord to reduce

armaments and balance budgets is yet^
to be seen, but Europe seems to beH
much more deeply persuaded of the
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necessity than a few months ago. It

happened that I crossed the trail of

Mr. Frank Vanderlip two or three

times during his trip through eastern

Europe last fall. He had not yet

unfolded any of his schemes for a new
heaven and a new earth, but was col-

lecting information. In each capital

he called in the finance minister and
the leading bankers and asked a

number of direct and searching ques-

tions. And after finding out all he
could, it was his custom to deliver a

brief sermon full of the most unim-
peachable economic truths. "Yoa
must increase production; you must
export more; you must cut down over-

loaded payrolls; you must increase

taxes; you must make both ends

meet."

And inevitably, the day after Mr.
Vanderlip had left town, the papers

were full, not of accounts of the

government's program of reforms, but
of rumors that the visit of the great

American financier would probably be

followed, before long, by an American
loan.

All that seems to have changed, or

to be changing. There is general

realization now that American loans

will come only when conditions prom-
ise safety. The placing of the recent

Czechoslovak bond issue shows the

way. Loans will come if the lenders

think the borrower is managing his

affairs properly, and not before—at

least, loans which have no political

conditions. It may be observed that

recent British loans to Eastern Europe
have apparently been based on business

principles rather than political con-

siderations—a sign that the British

banker, as usual, is more alert than his

American competitor. As in most
ipternational financial matters since

the Armistice, the British banker in

eastern Europe has started with a

handicap which he has neutralized not

only by greater experience, but by
greater daring. Americans who are

willing to take the wildest chances at

home are often afraid to take any
chances abroad.

Opportunities in Private
Enterprise

More importantthan loansto govern-

ments, however, are investments in

private enterprise. Here the advan-
tage given to American capital by
political disinterestedness is equally

great; the security is usually better;

the benefit to the country in which the

enterprise ^s located is apt to be

greater, and so is the profit. Yet
American capital is slow, timid and
often inept. Without making in-

vidious distinctions, it may be said

that in most countries of eastern

Europe governmental venality is no
serious handicap. Governmental reg-

ulation of trade has been a great ob-

stacle, till lately; but there is good
prospect that before long that will be

a thing of the past—outside of Russia,

at least, which may be expected to

draw most of the "sucker" capital if

it is opened up to general investment.

No doubt, the chief handicap of

American capital will continue to be

the lack of trained American direction.

To some extent this may be supplied

by returning immigrants schooled in

American business practice and know-
ing as well the country in which they

work. In a number of instances this

has been done. But it is already clear

that expectations of remigration on
any noticeable scale will be disap-

pointed. At the end of the War it

seemed possible that this would be the

most important phase of the influence

of American life and ideals on the

newly created or newly aggrandized

states. Naturalized Americans who
had made money, and learned how to

make money, in the United States
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were expected to go back in consider-

able numbers to the old home and
help in reorganizing the economic life

of undeveloped or disorganized nations.

Notably in Rumania, it was hoped that

the place of the Germans in the

business life of the country might be

filled by competent Rumanian-Amer-
ican business men.
As a matter of fact, this movement

has nowhere attained any considerable

dimensions. Some remigration there

has been; and often the returning

emigrant found that though he had
been, perhaps, imperfectly American-

ized, he had been trained away from
an understanding of the old home and
its ways. In one or two notable

instances, moreover, the inexperience

and overconfidence ofAmerican-trained

business men led to spectacular col-

lapses which destroyed the prestige of

all who came from America. Relief

funds sent from America and relief

workers going back from America
have rendered valuable service almost

everywhere, and the naturalized Amer-

ican, or his children, who go back
only for a summer or so to enjoy the

advantages of depreciated exchange
and forbidden beverages, have done
something to bring money into the

country; but in the mass the im-

|)ortance of this is inconsiderable.

Eastern Europe badly needs Amer-
ican capital for productive develop-

ment, but any investment on a large

scale will require serious study by in-

vestors and entrepreneurs, and the

willingness of subordinate executives

to learn the language and the ways of

new countries. This is so obvious

that there would be no need of saying

it if American trade and investment

abroad had not suffered so much by
neglect of these simple truths. Our
political isolation, more or less ac-

cidental, has given us an investment

opportunity quite as remarkable as

our political opportunity of three or

four years ago. It remains to be seen

if the national timidity which threw

away the one will lose the other, and
with far less excuse.

America and the Attempt at Genoa
By James G. McDonald

Chairman, Executive Committee of the Foreign Policy Association

THE Genoa Conference has been

one of the most interesting at-

tempts to achieve peace that the

statesmen of Eiu-ope have made since

the Armistice. But why the need for

the Conference? Certainly Europe
has had conferences enough since the

War; certainly Europe has had peace

treaties enough since 1918. But no
one today seriously argues that the

treaty of Versailles, that of St. Ger-

main, that with Hungary, or that of

Sevres gave Europe effective peace.

No one today seriously argues that the

numerous conferences which Lloyd

George and his associates have held at

many of the attractive watering places

of western Europe have given real

peace.

I mention these peace treaties and
these peace conferences to emphasize

what, to my mind, is the supreme fact

in reference to the Genoa Conference,

namely, that it is a desperate attempt

on the part of Lloyd George to achieve

what has not been achieved at any of

these previous meetings, that is, effec-

tive peace in Europe.
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Advantages of the Genoa Con-
ference

What were the advantages which
the Genoa Conference had over pre-

ceding conferences? The most im-

portant was the presence on a basis

of equahty of Germany and Russia.

This facing of reahties, this recognizing

that Europe, if it is to be reorganized

on a peace basis, must reestablish

normal relations with Germany and
Russia, was a tremendous initial ad-

vantage.

A second advantage was that the

Genoa meeting was held three and one-

half years after the Armistice. The
farther we get away from the War, the

more all of us are able to face realities

and deal with things as they are

rather than with things as we might
like them to be.

The third advantage was the ab-

sence of the United States. I am going

to try to prove later that it was a

disadvantage to this country not to

have been represented at Genoa, but
I want to try to show at this juncture

that OUT absence was an advantage to

the Conference. Genoa profited by
our absence, because, in my judgment,
in reference to Russia, our Administra-

tion has today a more uncompromising
and less intelligent attitude than any
other great power. It is my profound

belief that Mr. Hoover and Mr. Hughes,
insisting on their present attitude

towards Russia, would have, had they

been at Genoa, made the task of recon-

ciliation even more difficult than it was.

They are demanding acceptance of a
formula, drawn up a year ago, that

would involve the complete over-

turning of the whole Soviet organiza-

tion, which would, in turn, involve the

Communists' committing suicide as

far as their fundamental tenets are

concerned. It is a policy which in the

present circumstances has no chance

of success. Om* presence at Genoa
would have strengthened the in-

transigeance of France and weakened
the force of Lloyd George's admirable

stand for peace on the basis of mutual
concessions.

Also, America's presence at Genoa
would have been a disadvantage be-

cause we should not have been in a

position to do anything except issue

pious preachments. Europe is tired of

pious preachments from America, xm-

accompanied by constructive coopera-

tion. We were not prepared to do
anything about allied indebtedness.

We were not prepared to relinquish

our claims against France or Italy.

On the contrary, we would, perhaps,

have read France a lesson as to the

desirability of moderation in reference

to Germany. However, our lectures to

France on the advantage of moderating

her claims against the vanquished,

would have had little effect unless we
were willing to give France an example

of like moderation. Until we are

prepared to consider some kind of

arrangement for the cancellation or

reduction of France's obligations to us,

our advice to her is at once futile and
gratuitous.

Because of our dogmatic policy

towards Russia and because we are not

ready to do anything to help France,

either with her economic problem or

with her problem of security, our

absence from Genoa was a source of

strength to the Conference.

If there were these elements of

strength, what were the elements of

weakness at Genoa? Obviously, the

most important were two: the ex-

clusion from the agenda of any refer-

ence to land armament or any reference

to German reparations. No serious

student of European politics today

doubts that the two most important

running sores in the Eiu*opean situation

are the overbearing burden of land
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annameTit and the failure to settle

German reparations on a practical

business basis.

Our Own Disadvantage

For the United States, it was a

distinct disadvantage that our repre-

sentatives were not at Genoa. If we
had gone, we might have learned much.
We would have liad an opportunity to

learn that, in the eyes of many of the

representatives there, our attitude

towards the Soviets is just as dogmatic

as that of the Soviets towards capital-

ism. We would have been told that

Europe, much nearer than we to

Russia, much more vitally dependent

than we on Russian rehabilitation,

does not accept our doctrinaire four

points as the most likely solution of

the Russian problem. Perhaps we
would have come to realize that if we
are to expect Chicherin and his associ-

ates to modify their Communistic
formulas, we must be prepared to

modify our capitalistic dogmas. More-
over, I am confident that Mr. Lloyd

George and Mr. Barthou would have
managed, somehow, to make clear to

our delegates that while they appre-

ciated our advice about scaling down
German reparations, they were con-

vinced that reparations were tied up
with inter-allied indebtedness and that

America could best contribute towards

the solution of the problem of German
obligations by aiding in finding a

solution of the related and equally

pressing problem of allied obligations.

Whatever the effect of our presence

on the Conference itself, had we gone

to Genoa, we, at least, should have had
an opportimity to profit.

What happened at Genoa? It is

difficult to summarize. There was one

crisis after another. It was a wonder-

ful opportunity for the headline artists

of Qiu" newspapers, but no occasion for

serious students of the economic situa-

tion. The excitement began with the

startling crisis on the first day, when
the Russian delegate, Chitcherin, had
the "audacity" to suggest that, per-

haps after all, disarmament might be

discussed. Immediately the French

delegate, Mr. Barthou, was on his

feet exclaiming that if disarmament

was mentioned, France must interject

a positive, unequivocal No, No, No!
The Russian did not miss his opportu-

nity. Very quietly and tellingly Chit-

cherin replied that he had understood

the French at the Washington Confer-

ence to suggest that one of the two
reasons they could not reduce their

army was the Russian army. There-

fore, he had presumed that France

would be glad that Russia was prepared

to discuss the problem of proportionate I
reduction. Then Chitcherin sat down
—a notable victory, in public opinion,

won for Russia. , M

Alx,ied Claims i

The second crisis was precipitated

by the first statement of allied claims,

amounting to about $12,000,000,000.

The Russians countered by suggesting

that if they owed $12,000,000,000, the

Allies owed $60,000,000,000 for the

destruction wrought in Russia in-

cident to the allied-supported counter-

revolutionary efforts of Wrangel, Den-

ikin, Kolchak, etc. These figures were

not taken seriously. The Allies did not

believe that they were going to be paid

$12,000,000,000. Certainly, the Rus-

sians did not believe they were going

to be paid $60,000,000,000.

This crisis, prolonged for weeks, was

ended when the Russians made their

exhaustive, wordy, argumentative, and,

we should add, somewhat provocative

reply of May 11 to the allied memoran-
dum of May 2. The gist of the

Russian answer follows:

Making exception of war debts . .

the Russian delegation has declared its€
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prepared to accept liabilities for the pay-

ment of public debts on condition that

losses caused Russia by intervention and by
blockade are recognized.

In law the Russian counter-claims are

infinitely better justified than the claims of

the Allies and the Nationals. Practice and
theory agree in imposing responsibility for

losses caused by intervention and blockade

on governments which institute them.

Without quoting other cases, we shall limit

ourselves to recalling the decisions of the

Court of Arbitration at Geneva, September
14, 1872, in the terms of which Great
Britain had to pay the United States

$15,500,000 for losses caused to that

country by the privateer Alabama, which
in the Civil War between the northern and
southern states assisted the latter.

Intervention and blockade on the part

of the Allies and neutrals against Russia

constituted on their part official acts of

war. But in its desire to reach a practical

agreement the Russian delegation, April 21,

"entered on concessions of the widest

description and declared itself disposed

conditionally to renounce its counter-

claims and accept the engagements of the

former government in exchange for a
number of concessions . . . the most
important being real credits placed at the

disposal of the Russian government
amounting to a sum to be determined in

advance."

Unfortunately, this engagement by the

powers has not been kept. The memoran-
dum says nothing definite concerning the

credits which the signatories would be
ready to grant the Russian government,
and the credits which they promise to

grant to their nationals trading with

Russia bear a discretionary character.

In the same way the memorandum en-

tirely defers the question of war debts, and
"similarly leaves for discussion a mora-
torium and the cancellation of interest on
pre-war debts, remitting the final decision

of this question to the competence of an
arbitral tribunal instead of fixing it in the

agreement itself, contrary to that which
is provided even in the London memo-
randum."

If, nevertheless, the powers wish to

consider a solution of the financial diflB-

culties outstanding between themselves

and Russia, taking into account the fact

that this question necessitates, from the

nature and extent of the claims presented to

Russia, a study more profound and an
appreciation more just of the credits

available for her, this task could be en-

trusted to a mixed committee of experts

nominated by the conference. . . .

Russia came to the conference with

conciliatory intentions. She still hopes

that her efforts in this direction will be

crowned with success.

On the basis of this reply the Hague
Conference of June 15 was agreed to.

The "Secret" Treaty

The tliird crisis arose over the

Russo-German Treaty, that "shocking

secret" treaty. It was merely a treaty

of peace, a mutual cancellation of war

claims and a general agreement to

work together for the economic welfare

of both countries. On the surface, it

appears a very sensible, practical

sort of proposal. But it shocked the

diplomats inexpressibly. It was "trea-

son"; it was "disloyalty"; it was

"secret." It was an amazing thing to

see the diplomats shocked about a

treaty, which was not really secret at

all. It was published immediately

after it was signed. It was amazing to

find those same diplomats, who during

the War did not even confide to the

associated f>owers a whole series of

secret treaties, leaving Mr. Wilson to

go to Paris to settle the peace of the

world without knowing the content of

the most important treaties made
during the War, so easily upset. It

was surprising to find these same

diplomats horrified and shocked by a

treaty which was negotiated exactly

as was our own treaty with Germany.

The fact is that the allied outcry

against the German and Russian

treaty was largely camouflage, largely

noise made to hide for the moment

10
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their consternation or surprise. I

do not believe that Lloyd George was
at any time seriously disturbed by the

Russo-German agreement itself, ex-

cept as he anticipated it might forecast

a p)ermament Russo-German alliance

which, if a general peace were not made
with Russia, might ultimately en-

danger the i>eace of Europe.

Results of the Conference^

Summing up the Conference: If we
were today to assess the concrete

results of the Conference, we should be
able to do it very briefly, because there

have been no concrete results, except

the reports of certain technical com-
missions on transportation and eco-

nomics. These reports, however, are

only preachments and must remain
non-effective unless Europe can settle

her political differences. Genoa has

not been an economic conference at all.

Our Administration was right when it

anticipated that it would be primarily a

political conference. There have been

no concrete economic results.

Moreover, Lloyd George has proba-

bly failed to get his general non-ag-

gressive pact. His intense desire to

secure a general European treaty,

embodying promises by each power
not to attack the territories of its

neighbors during ten years, has been
frustrated. But failing in these things,

the Genoa Conference has been tre-

mendously interesting as disclosing

the real poUtical forces in Europe.

Genoa has been worth while because it

has witnessed a meeting of realities.

* This paper was written before the Genoa
Conference had completed its work.—C. L. K.

Statesmen have dealt with real forces.

Genoa has been like a lightning flash

which, illuminating the darkness, has

shown clearly the tendencies in present-

day European alignments. Genoa has

shown more strikingly than ever be-

fore the virtual isolation of France.

Genoa has shown the natural and
inevitable tendency of Russia and
Germany to draw together. Genoa
has shown that in a division of this

sort, the neutrals have inclined towards

Russia and Germany rather than to-

wards France. Genoa has shown
England inclined towards Germany
and Russia ratherthan towards France.

Genoa has been a striking example of

the danger to France of the policy she

has pursued since the War.
If Genoa fails, has it been France's

fault? Yes, . is the easiest answer.

Certainly, France must bear a con-

siderable measure of the blame. But
if Genoa breaks up and Europe divides

into two warring camps, the respon-

sibility is primarily ours. We have

done nothing since the Washington

Conference to help the European
situation. We have been unwilling to

go to Genoa; we have been unwilling

to offer France anything; we have been

unwilling to deal with Russia; we have

limited ourselves to pious, superior

preachments which help Europe not at

all. Until we are in a position to say

to France that we are prepared to help

her with her two major problems, the

problem of security and the problem of

economics; untilwe are prepared to say,

"We will help you to be secure; we
will help you to be solvent," it does not

lie in our mouths to blame France.
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Russia as the Chief Obstacle to European Rehabili-

tation—From the Labor Viewpoint

By William English Walling
Greenwich, Connecticut, formerly United States Envoy to Russia under the

Chairmanship of Elihu Root

DIPLOMATS are wrestling in

Europe with the psychology, the

social philosophy and the phraseology

of the Bolshevists. The diplomats

have been studying these subjects for

barely three years. European and
American labor have been studying

them, through direct relations, for

fully seventeen years, since Bolshevism

made its debut in Russia in 1905 at

the time of the first revolutionary

movement. Labor's claim to under-

stand the Bolshevists better than the

average statesman or newspaper or

article writer—or personally conducted

guest of the Soviets—is in no way a

claim to superior intelligence but to

actual experience.

Moreover, important as the Bol-

shevists are to the world at large

today they are even more important

to the labor movement. They have
repeatedly asserted that the modern
and democratic labor movement is

their chief enemy and they have spent

the larger part of their energies and
resources in combatting and in at-

tempting to gain control of that

movement.
The Bolshevist attack on the labor

movement has in no way lessened in

intensity; it has merely changed in

form. It is admitted that the Soviets

have spent millions upon millions

among the world's leading nations for

the corruption of the press, especially

the labor press. Their offer of $375,-

000 in one lump to the London Daily
Herald is notorious. Today they have
tens of millions of gold on deposit in

the Western nations, to say nothing of

vast corruption funds in jewels looted

from the Russian aristocracy and the

Russian church. These sums are

grossly insufficient to provide the

Soviet regime with the thousands of

locomotives, the tens of thousands of

cars, and with the other economic

needs of their great empire. Applied

for the purpose of bribery, or as so-

called propaganda, they constitute the

greatest corruption fund the world has

ever known. And who will deny that

these funds are in the hand of as un-

scrupulous a band as modern history

can point to? The Soviet propaganda

beyond doubt is the most heavily

subsidized, the most persistent and

audacious, the most untruthful, the

most highly ramified and successful

the world has ever known.

Labor's Contact with the Soviets

Labor understands this propaganda

and its operators far better than do

those who have had less experience

with it. American as well as European

labor continues in the most intimate

daily contact and conflict with the

agencies of the Soviets. It does not

need to wait for some international

conference to make their acquaintance.

Long before the newspapers and maga-

zines or even the pseudo-liberals, who
are such warm admirers of the Soviets,

discovered the true nature of their

system, international labor organiza-

tions had renounced and denounced

them. The International Federation

of Trade Unions, radical as it is,

declared that the Soviets had formed a

new autocracy and were largely re-

sponsible for the condition of the

Russian people. The Second, or
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Socialist International, which includes

the British Labor Party, declared

:

They (tlie Bolshevists) trod the desires

of the Russian people in the dust, and in

place of a democracy they established an

armed dictatorship, not of the proletariat,

but of a committee. Now they are at-

tempting to impose their will and their

decrees upon the socialist and lal)or parties

of the whole world. They belong to the

old world of tsardom. . . .

They may have ended wage-slavery;

they have established state-slavery and
misery. Tliey have robbed the workers of

freedom of movement and of combination

and are preventing the creation of economic

democracy.

At its last convention, the American
Federation of Labor declared that the

Soviet government has no claim to

represent the Russian nation. By an
almost unanimous vote, opposed only

by four voices out of four hundred,

that convention adopted a report

which thus described the Bolshevist

campaign in this country:

The campaign for defacto recognition has

been carried on with a redoubled intensity

both in the subsidized revolutionary press

and in certain pro-Bolshevist newspapers

and weeklies. This propaganda has been

particidarly aggressive and misleading

since the signing of a Soviet trade agree-

ment by the British Empire—in order to

protect its hold over Persia, Mesopotamia,
India and other crown possessions, for the

purpose of obtaining concessions for British

capitalists, and for other more obscure and
sinister motives of secret diplomacy. The
purpose of the agitation is not only to

secure prestige for the Soviet government
but to make friends for the Bolshevists

and Commimist International through a

falsified picture of Russian conditions.

This campaign has been concentrated, in

large part, within the labor unions, with a

view of overthrowing the bona fide labor

movement of America as a condition

precedent for the overthrow of the republic

of the .United States. . . .

Accompanying the open agitation carried

on by the Soviet government, its "liberal"

sympathizers, and the irresponsible yellow

press, has been an effort of the third or

Communist International and of its ad-

junct, the new Red Labor Union Inter-

national, to destroy the American labor

movement by attacks from within and
without—that is, by aiding the I. W. W.
and at the same time forming "communist"
nuclei within locals of the organizations affili-

ated with the AmericanFederation of Labor.

Since the meeting of the Genoa
Conference and even from the time of

its JBrst announcement all this agita-

tion has redoubled in its intensity.

W. Z. Foster, recently returned from
Russia, has launched a new publica-

tion and inaugurated a new movement
to capture the American Federation of

Labor and force it into joining the

Red International, the object of which,

according to its constitution, is, "to-

gether with the Communist Inter-

national to organize a working class

for the overthrow of capitalism, the

destruction of the bourgeois state and
the establishment of the dictatorship

of the proletariat." The Red Trade
Union International openly repudiates

the very possibility of "a peaceable

transition from capitalism to socialism
. '

'

Labor's Russian Policy

With their thorough and complete

understanding of Bolshevism and the

Bolshevists, the American unions are

lined up almost solidly behind the

Russian policy of the American govern-

ment. However, they have worked
out their attitude in somewhat more
detail. The Montreal resolution (1920)

declared:

That the American Federation of Labor
is not justified in taking any action which

could be construed as an assistance to, or

approval of, the Soviet government of

Russia as long as that government is based

upon authority which has not been vested _
in it by a popular representative national fl
assemblage of the Russian people; or so
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long as it prevents the organizing and
functioning of trade unions and the

maintenance of a free press and free public

assemblage.

Even the Cannes agenda, which was
the basis of the Genoa Conference, say

that in order to modernize the Soviet

regime suflSciently for business pur-

poses regular courts have to be con-

stituted. European labor refuses to

associate internationally with the Com-
munist International unless the Soviets

grant both free speech and political

amnesty for the thousands of labor

union and socialist political prisoners

who fill the dungeons of the Soviets.

American labor makes practically the

same demands and in addition re-

quires some form of representative

government. These demands are in

entire accord with the Harding-Hughes
policy. Last year, Mr. Hughes re-

fused to have any relations with the

Soviets unless four basic principles of

modern civilization were recognized:

freedom of contract, security for

property rights, personal liberty and
freedom for labor. These rights cannot

be guaranteed without a regular system

of law courts, free speech and freedom

of assembly and some form of govern-

ment responsible to the people.

Mr. Hughes has laid down an addi-

tional principle of absolutely vital

importance in dealing with people of

this character. Bolshevist pledges

being wholly worthless, the American
government has declared its willingness

to discuss the question of Russian

relations only on the condition that

there shall be not only verbal accept-

ance of the changes but "convincing

evidence of the consummation of such

changes," as well. American labor

also, as its declarations show, is not

interested in Bolshevist promises, and
will be willing to consider the question

of recognition only when convincing

evidence is given that free speech,

freedom of assemblage and a represent-

ative government are clearly and
definitely established.

Even the official British White Paper,

published last year, pointed out that

there could be no hope for the re-

habilitation of Russia until "the

policy of political oppression at home"
as well as Bolshevist propaganda
abroad were abandoned.

European labor also is weary of

Soviet promises and demands acts.

The Soviets have made their famous
revolutionary tribunal or political po-

lice department, the notorious Che-Ka,
a part of another department and have
changed its name. This subterfuge

and others like it no longer deceive

European labor. Karl Folmerhaus, a

member of the Famine Relief Delega-

tion sent to Russia by the International

Federation of Trade Unions, has

published in the Socialist Messenger

(No. 6, March 21, 1922) the following:

At the present moment the "Che-Ka,"
which I consider the most abominable in-

stitution ever used by any government, is

subordinated to the Commissariat of Home
Affairs. However, I do not think that

Russian Socialists will gain anything by
this "reform" for safe-guarding their

political rights. I am convinced that so

long as the present system of persecution

is applied toward Russian Socialists, any
understanding and contact between Rus-

sian Communists and the Western prole-

tariat is quite impossible.

The Russian policy of American labor

was brought down to date and restated

by President Gompers last January

when he declared:

I am among those who first privately

and publicly urged the need for an inter-

national economic conference, but now, as

then, my conviction is that such a con-

ference should be summoned by the United

States, that the United States should make
the agenda, and that there is no place in

such a conference for Lenine and Trotzky.
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President Gompers and his labor

associates favored an international

economic conference. They did not

favor a conferencewhich has admittedly

become as much political as economic.

As to future international economic

conferences, Mr. Gompers does not

pledge himself to a conference held in

the United States, but takes the stand

it should be called by the United States

and that the United States should make
the agenda. His model is the Washing-

ton Conference and his authority is

labor's support of the Washington
Conference.

Finally, President Gompers insists

—

upon grounds which are those of the

American Federation of Labor—that

there is no place in such a conference

for Lenine and Trotzky, since that

would involve their defacto recognition

as having some right to speak for the

Russian people.

On this point Mr. Gompers says:

The Soviets do not constitute a de facto

government today any more than they did

a year ago. The Soviet power is today as

treacherous as then.- Nothing has changed
except the ideas of expediency entertained

by some leading European politicians.

The British government, for one, has

played fast and loose with the Russian

question. It succumbed to the "trade with

Russia" propaganda, but it got no trade

and admits that it got no trade. What it

did get was a continuation of Bolshevik

betrayal.

The Soviet autocracy is evidently winning

a temporary victory in Europe, but there

is no indication that its success will extend

to the United States.

The statement that the Soviet power
is treacherous is a repetition of the

position taken by ex-Secretary Colby
and reaflfirmed by Secretary Hughes
when he says America refuses to

consider Bolshevist promises without

actual performance:

Mr. Gompers continues:

The autocracy of Lenine is as much an
autocracy today as a year ago; it is as much
without democratic sanction now as then,

and it is as clumsy, selfish and brutal now
as then. Nothing has changed in any
essential except the political leaders of

Europe, who have been too much inclined

all along to view the Russian situation in

the light of whatever might at the moment
seem expedient, in total disregard of the

democratic principles and ideals and the

hopes and aspirations of the great mass of

the Russian people.

The political leaders of the United States

are not compelled to make any concessions

for the sake of political expediency and
the industrial leaders long ago found out

that experience with the Russian dictator-

ship is costly and productive only of

propaganda for the dictatorship.

Applying all of these principles to

the present situation and the immediate

future, it is clear that American labor

will fight to the finish against the effort

now being made to drag the American
government into another pseudo-eco-

nomic conference which, whether it is

held in Europe or America, would
involve recognition of the Soviets and
an economic entente that would main-

tain and prolong their power.

Labor and Further Conferences

The promoters of the Genoa Con-
ference, however, assert that confer-

ences will continue until the Soviet

government is brought into some
international arrangement on a basis

of equality with other nations. This

is precisely the position taken by
Trotzky in his last statement where he

says:

But we firmly count on the triumph of

business common sense, first of all in ^
America and afterwards in Europe. Genoa fl
is not the last word in the pourparlers.

Perhaps in the event of a break-up of the

Genoa Conference, there will come a certain Ji
interval, but the pourparlers would be ^|
resumed some time later, more energetically

I
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and much more business-like. Soviet

Russia is prepared for this.

The issue of the hour is the next inter-

national conference. Will the Amer-
ican government, supported by Ameri-
can labor, allow itself to be pushed into

a Trotzky-Lloyd-George conference

through the stupendous propaganda
either subsidized or stimulated by
foreign governments and interests?

No word has yet been uttered by our

government that would make us

believe that this is a remote possibility.

But the danger exists, nevertheless,

for if the government cannot be directly

influenced by a propaganda of false-

hood, public opinion can be.

American labor is fully aware of the

danger and it also knows just what the

influences are that are backing the

pro-Soviet propaganda in this country.

President Gompers pointed out the

danger a few days ago as follows

:

I can think of nothing that would be
more fraught with disaster to humanity
than American recognition of the Bolshevik

power in any form—whether by entering

into another "economic" conference at

which America would sit cheek by jowl

with Soviets, or in any other manner.
In making these assertions I am mindful

of the amazing propaganda with which
American public life is being flooded. I am
mindful of the intrigue which is everywhere
about us and above all I am mindful of the

newly adopted policy of the American-
Anglo-German banking group, which
perhaps constitutes the most dangerous
element in the whole chain of pro-Bolshevik

effort in America, because it has its hands
on the most power.

The truth is that predatory international

finance has its appetite up and believes it

sees loot in Russia.

I know of nothing more cynical than the

attitude of European statesmen and
financiers toward the Russian muddle.
Essentially it is their purpose as laid down
at Genoa to place Russia in economic
vassalage and give political recognition in

exchange—recognition in exchange for

concessions. They know immediate trade

is not to be had, but they know that,

eventually, they can get at the gold, the

coal, the oil, the timber and future products

of the soil.

Russia herself is on the bargain counter,

behind which stands Lenine as a bandit

merchant, to take what he can get and
what will serve his purpose in exchange for

the heritage of a people rendered helpless

by him and his. America, let us hope, will

continue to stand for Russian economic
independence as well as political freedom.

It is my understanding that America
stands by the policy that we can have no
dealing with Russia until there is in that

country a government answerable to the

people put in office by the people. Prime
requisites are elections, free press, free

assemblage, free speech, none of which has

existed since Lenine created his autocracy.

Mr. Gompers did not mention the

cynicism of the Soviets. They may
fail in their efforts to sell the inheri-

tance of the Russian people in return

for the means to tighten the hold of

their tyranny. But whether they fail

or succeed they have already indicated

that they intend to tell their followers

that it is they who have defeated the

attempt of the foreign capitalists to

take advantage of Russia's miseries

for the purposes of plunder. Abroad
this brazen falsehood will be accepted

only by Communists and pseudo-

liberals. But the helpless Russian

people, permitted to read nothing but

Bolshevist propaganda, may continue

to believe it as long as the Soviet

regime continues.

Significance of Soviet
Recognition

Let us not be deceived as to the true

significance of conference with the

Soviets. It means compromise with

the forces of destruction. If there

were any doubt as to this it would be

removed by the almost identical lan-

guage used by Trotzky and Lloyd
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George. In his statement of May 4

Trotzky again says that "two systems

of property are carrying on pourparlers

at Genoa," and that the Bolshevists

are standing for the "collective man-
agement of the working classes." The
Red Army chief then continues

:

The leading £uro{)ean diplomatists ap-

Ijear still to consider that the labor revolu-

tion in Russia is not the beginning of a new
and historical world epoch but a mere
temporary change of one form of property

for another. They thought by force to

induce us to the old forms of property, but
this failed.

Or take the language of the Soviet

reply handed to the Allies on May 11.

The Soviets there portray themselves as

representing "the collective tendency
in social organization" engaged in con-

flict with " capitalistic individualism
!

"

Here is the very keystone of the

entire Bolshevist propaganda. Yet
instead of repudiating this view, what
do we find Mr. Lloyd George doing?

We find him deliberately adopting it.

In his first memorandum on the Genoa
Conference the British Premier said:

It is essential that the conflict between
rival social and economic systems, which
the Russian revolution so greatly intensified,

should not accentuate the fears of the

nations and culminate in an international

war.

What else is this "conflict between
rival social and economic systems,

which the Russian revolution so greatly

intensified" but Trotzky's world-

struggle between "proletariat" and
"bourgeoisie?"

Theory of Rival Social Systems

Lloyd George agrees with the Bol-

shevists that it is a conflict between
rival and social economic systems that

is driving towards war. Now it is

clearly a major object of Bolshevist

diplomacy—if not the major object

—

to make it appear that there is a con-

flict between two social systems, by
which the world is being torn in half,

and that the Bolshevists represent one
of the halves, the half that stands for

the future and against capitalism. Far
from accepting the verbose party

dictatorship set up by the Bolshevists

as "a rival and social economic sys-

tem," America regards it as the mad
series of experiments and expedients

of a small band of fanatics, unable

even to conceive a social system, to say

nothing of working it out against the

will of their enslaved subjects, a regime

able to obtain power only because of

the absolutely extraordinary state of

prostration and paralysis that pre-

vailed in Russia after the overthrow of

the Czar and maintained in power by
the friendly attitude of certain Euro-

pean governments ready to pay any
price for Caucasian oil and any black-

mail for the demobilization of the Red
army.
The Soviets, far from being regarded

as a powerful rival economic and politi-

cal system threatening Europe, are

portrayed in Mr. Hughes' notes—and
also in Mr. Hoover's characterizations

—as having been incapable even of

checking the progressive economic

collapse of their country.

Nothing could be more false than

Trotzky's declaration that Secretary

Hughes is trying to dictate to the

Soviets "which forms of property and
what methods of legislation and man-
agement we ought to inaugurate in our

own country." On the contrary.

Secretary Hughes regards the forms of

property, legislation, and management
of the Soviets as likely to continue for

the present and as quite suflScient

—

without any acceleration from outside

rapidlyto reduce their power and finally

to destroy it. Mr. Hughes calls it a

process of "progressive impoverish-

ment."

i
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It is a warfare not between two
social systems but between the social

system called modem civilization and
the fanatic disciples of an ignorant and
destructive social dogma. The same
ignorant fanaticism which led the

Bolshevists to think they could take

possession of the earth through a

world-revolution, emanating from an
incredibly backward country, leads

them now to believe they can publicly

force the nations of the world to make
concessions to their dogma and use

this new prestige further to develop

their power at home and abroad.

As Mr. Frank Vanderlip has just

pointed out, "Lloyd (Jeorge has at-

tempted to force compatibility between

two fundamentally incompatible sys-

tems," one of which is largely re-

sponsible for "the evils that have

fallen on Russia"—^though the chaotic

and fantastic ukases that did so much
to produce the Russian disorder hardly

deserve the name of system. The
American financier points out that "if

Mr. Lloyd George, like Lincoln, saw
that Europe cannot be divided between

two systems—^like America at the time

of the Civil War—Genoa would not

have been convened." At least the

Soviets would not have been invited.

Mr. Vanderlip points also to the only
conceivable solution—^though, again,

his language is not quite accurate.

He says : "Russia should have complete
freedom to retain and experiment with
her social order, but so long as it is

communistic it must be isolated." It

is not Russia which is doing the ex-

perimenting but a relatively small

band of fanatics; it is not Communism
which must be isolated, but this

fanatical band. But the principle is

sound: non-intervention and isolation

as long as the Bolshevist r6gime con-

tinues.

There can be no rehabilitation if

Europe gives a new lease of power to

the most destructive regime since the
days of Genghis Khan. Democratic
civilization is even more fundamen-
tally and squarely challenged by Bol-

shevism than it ever was by Prussian-

ism. Ex-President Wilson had the
support not only of labor but of the
entire public opinion of the world when
he declared during the World War that

America would refuse to deal with the
Kaiser and would consent to deal only
with the people. That principle is even
more vital to world civilization and
progress, in dealing with! the Russian
problem.

The World's Need of International Citizenship

By Annot Robinson
Manchester, England, Britbh Delegate and Executive Secretary of the Manchester Branch of the

Women's International League

IN Europe, and perhaps as definitely

in Great Britain as in any other of

the countries of Europe, we have had a

very hard experience since the Armis-

tice was signed in 1918. Because of

that experience abstractions in politics

are not, it seems to me, of quitethe same
interest in Great Britain as they are in

America. We are not at the moment
so interested in the question of revenge,

in the questions of ethics or in the

questions of moral values, in which,

judging from your newspapers, your
politics are involved at the present

time. We have had, following upon
the Armistice, a very prolonged period
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of unemployment which has assumed
very large proportions. We had, when
I left Britain in April, very nearly

2,000,000 of our skilled workers entered

on the Labor Exchange lists as looking

for work and unable to find it.

If you take the family unit in Great

Britain at its average of five persons,

just under 25 per cent of our popula-

tion is at the present moment living

on unemployment insurance, on relief

from the guardians and on any savings

that may be left from the period of war
prosperity and the boom that followed

for a short time after the signing of the

Armistice.

To have, as we have, an industrial

population, that is dependent largely

on export trade, in the position that I

have just indicated means very hard

and very real thinking. It is impossible

in our country just now to separate

politics from economics or economics

from politics. What has been said at

Genoa by the representatives of Great

Britain as to the necessity of forgetting

these abstractions that apparently

still exercise the minds of politicians,

and getting down to the real position

of the great mass of the common people

of Europe, represents very largely the

average opinion in Great Britain.

English Labor No Desire
FOR Revenge

The great mass of our workers are

not in any way desirous of revenge on
any of the late Allies. They are not

desirous of taking part in military

expeditions into Russia. It is true

that the after-war experiences of our

industrial coimtry has led to a realiza-

tion that we had not had before—

a

realization not only of the inter-de-

pendence of trade, of the inter-de-

pendence of commerce and of the

inter-dependence of finance, but also

of the inter-dependence of the pros-

perity and the standard of living of

the great mass of the workers in

Europe. Because of this new comi)re-

hension of our inter-dependence, of our

close articulation, ' and of our close

relationship to each other, when it

was proposed in 1920 that our govern-

ment should again help to finance

another filibustering expedition into

Russia, the mass of organized labor

in Great Britain protested. They
protested in the following fashion. As
soon as it became evident in 1920 that

preparations were being made by Great

Britain to take part in the expedition,

the very large trade unions inmiediately

took action. I think the trade Unions
in Great Britain are a much stronger

and a much more integral part of our

social and political life than they are

here. The mass of our workers belong

to trade unions. Our trade unions are

very large bodies, and they have a very

considerable social and political power.

They have a direct representation in

the British House of Commons.
Numerically, the representation is

small, but politically and economically,

their power is very great.

As soon, then, as this military

expedition was under consideration the

great trade unions and the political

labor party immediately set up, in

London and in every one of our large

provincial towns bodies that were
known as Councils of Action. The
Council of Action represented the

labor political party, the trade unions

and a large part of liberal and progres-

sive thought. These Councils of

Action in each of the towns and in

London immediately organized depu-

tations and authorized the sending of

telegrams, the sending of letters and
publicity in every one of our great

cities. A huge demonstration was
organized in Manchester. I should say

that this demonstration, the largest

one—^there were many minor ones in

the outskirts of the city—must have
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been attended by probably between

one-sixth and one-fifth of all the in-

habitants of the city. Similar ex-

periences were found in Glasgow, in

Leeds, in Bristol and in every one of

our centers of industry. Those demon-
strations unanimously said that we
would not stand behind our govern-

ment if a further military expedition

were sent into Russia. There was

complete unanimity: so great was the

unanimity that the idea of sending

further military expeditions into Rus-

sia was immediately dropped, and the

policy that Mr. Lloyd George is trying

to carry through at Genoa at the

present time in demanding a recogni-

tion of the Russian government and

the resumption of trade with Russia,

has been very largely the policy of our

country since that action was taken

by the trade unions in the autumn of

1920.

Economic Inter-dependence

I wish to leave the very clear im-

pression that the great mass of the

voters in Great Britain at the present

time do not desire revenge. They
know that war came in 1914 as a

result of many causes; that it was,

indeed, a tangled skein that led to that

sudden declaration of war and the

involving of Great Britain in that war.

Our workers know that since the War,

and particularly since the signing of

the peace in May, 1919, the standard

of living of the great mass of our

workers has been very seriously re-

duced, and is being still further

reduced. The existence in Germany
of those coal miners that are producing

the 2,000,000tons of the reparation coal

sent into France every month, free of

charge, and the depositing of that coal

in France, has meant the under-selling

of British coal in all the markets of

Europe. Our workers realize that just

as the German miners are in a certain

sense slave workers for Europe, work-

ing for a wage that means underfeeding,

that means inferior clothing, that

means continued mental distress, that

means suffering to their families, so

the existence of that slave labor in the

mines of Germany has reduced not

only the volume of trade but the

standard of wages in Great Britain

and at the present time is doing the

same thing for many of the miners in

France. For it is not only in Great

Britain that the existence of this slave

labor in Germany, in the name of

reparations, has reduced the wages of

the miners and the.standard of living,

and caused unemployment but it is

true also in France to an increasing

degree.

To our workers, therefore, the whole

result of the War so far has been a

worsening of the position of the mass
of the workers, a depreciation of trade,

a lowering—a matter of greater im-

portance to the informed labor opinion

of the country than perhaps we realize

—a lowering of moral values, a coarsen-

ing, a very serious coarsening, of our

social life, and an increase of crimes of

violence. Our workers, recognizing

that, feel that what our politics in

Great Britain should be striving for at

the present time is reconciliation,

resumption of trade and a basis of

understanding among the mass of the

peoples of Europe that will make the

sudden declaration of a great war an

impossible event in the future.

I ought to say that I believe—and in

this, perhaps, the men of Great Britain

would not agree with me—I believe

that the enfranchisement of women,
and the great increase of women
members of our trade unions, has

something to do with the moral recoil

that undoubtedly is manifesting itself

in the mass of the workers against war,

militarism and its implications.
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International Aspect of Trade

Now as to what has happened to

our trades: I am going to take the

cotton trade, because, obviously, that

is a trade that will be of interest to

American readers. In Lancashire, as

you know, we have a teeming popula-

tion employed in the cotton industry.

My home is in Manchester. Within

twenty miles of the heart of Manchester
we have actually a larger population

than within twenty miles of the heart

of London. We have a great number
of large towns thickly populated, and
the prosperity of those towns depends

on the cotton trade. We get our raw
cotton partly from America, partly

from Egypt and partly from other

places. This cotton is spim into yarn,

woven into cloth, and made up into

garments. The greater part of the

results of this cotton industry is

designed for the export trade. It is not

realized how important the markets of

Central Europe were to this industry.

Oldham and Bolton are two large

spinning towns. Bolton is largely a

spinning town and Oldham is almost

exclusively a spinning town. Forty

per cent of the cotton yarn spun in

these towns used to be exported to

Germany. A fairly large percentage

used to be sent to Austria and to

Central Europe.

Today Germany wants to buy that

cotton yam even more eagerly than

she bought it in 1914. Austria wants

it very badly. I visited Vienna this

last summer and in the first-class hotels

in Vienna there was a famine in such

humble things as towels and table

napkins. I was also told that in the

homes of the people there was a

tremendous shortage of necessary im-

derclothing for the children, and that

the women were suffering greatly from
the sanie shortage. And, to a certain

extent, this is also true in Germany.

Great Britain is like a shop-keeper in a

neighborhood where all his customers

have become paupers. The Germans
can not afford to buy our cotton yarn,

not because they do not want to buy
it, not because we do not want to sell it,

but because, owing to the depreciation

of the value of German money, follow-

ing pn the reparations treaty and the

continued uncertainty of the political

and economic relations of Europe,

they cannot afford to pay the price

that we must obtain, with the result

that almost 60 per cent of our spinners

are unemployed.

A large proportion of our industrial

class are working perhaps one week out

of three, and this is not confined to

spinners. Take our next process,

weaving. We weave very large quan-

tities of thin cotton cloth of various

kinds for export to China. The China

trade was a trade of very great im-

portance, indeed, to Manchester ship-

pers, and Manchester shippers were a

very important part of the industrial

fabric life of Manchester. China's

customer for many of her goods was

Russia. She sold very large quantities

of tea, and very large quantities of silk

to Russia. But the Russian market is

closed and China has no output for

these goods on her northern and west-

ern frontiers. What is the result.'* The
result is that China has neither the

money nor the credits to buy great

quantities of cotton cloth. The weav-

ers then, are in as bad a position as

the spinners, and our shippers and our

warehousemen are in as imfortunate a

position as are both the spinners and

the weavers.

It is not only, of course, the China

trade that is closed to us, but in many
parts of the Levant and in the Near
East, our markets, owing to the dis-

turbed state of the various countries,

are unableto absorb the usual products,

and the Indian situation complicates
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and makes even more difficult the

position of the cotton trade in Man-
chester. We feel in Great Britain, in

our relations with the other powers in

Europe, as if the one crying need of the

day was a realization of fundamental

facts. Today not only do we have

international art and international

drama and international music, but

we also have international finance,

international trade, and international

industry. So closely articulated and
so closely interwoven are these things

that a dislocation such as has followed

on the great European war and on

that very ill-conceived peace treaty,

and such as has followed on the boy-

cott of Russia, makes it clear that

without peace and without reconcilia-

tion there is no very happy prospect in

front of the great mass of the inhabi-

tants of Europe.

Opening the Russian Frontier

We feel—and in this I am, perhaps,

touching on difficult ground—we feel

that probably a good deal of moral

indignation has been wasted on what
has gone on in Russia. We feel that

probably the affairs of Russia, the in-

side economy of Russia, the form of

government that the majority of the

Russians apparently chose, is a matter

of more concern to Russia than it is to

outsiders.

When I came over in the Cedric

some time ago to America, we were

held up overnight within the three

mile limit, and immediately all those

good Britishers who wished to buy a

drink on board a British ship were

unable to do so because of your pro-

hibition laws in America. We might

have just as well said, I think, we
Britishers on board the Cedric, "This

is a tremendous interference with

personal liberty, and we don't like the

American government because of it,"

as utter the criticism of Russia with

which We have become familiar.

Much that is happening in Russia is

on all four's with the point I am trying

to make about prohibition. You may
not like it; I may not like it; the people

in Great Britain may not like it, but
what goes on in Russia and the form of

government that Russia desires to have
is no more the affair of Great Britain

than it is of America. When you chose

to set up a Republic, it grieved us, but
you made your own choice, and so have
the Russians. We feel in Great Britain

very very keenly that probably if we
are ever going to have what we hope to

have, a peaceful and a reconciled

Europe, if we are not going to have so

many people living on the verge of

starvation, if we are not going to have a
repetition of that horror in the Balkan
region, if we are never going to have
these things again—we must somehow
or other open the frontiers of Russia

and obtain the raw materials she has

in such abundance and the markets she

is willing to offer. If we did that, we
might probably take a very great step

forward to what is absolutely essential

in Europe if our political relations are

going to be successful, and that is, the

reduction of the inflamed spirit of

nationality and the realization among
the great mass of the inhabitants of

Europe that although you are a good

Frenchman, or a good Britisher, or a

good Spaniard, or a good German, that

that is not enough; that in a world of

international art, of international litera-

ture, of international finance, inflamed

nationality is impossible, and that

probably what is the matter with

Europe today is the clashing of the

two ideals of national and international

citizenship. Nationality must flow

beyond frontiers, and must extend,

so that citizenship, as well as trade

and industry and commerce, goes
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beyond the outer boundaries of one's

own country and become continental

and inter-continental.

I think that in Great Britain,

partly, as I said, through the knowl-

edge of the coarsening effect of the

War, partly through this prolonged

period of unemployment, partly be-

cause of the realization of the awful

sufferings in central and eastern

Europe, we are having a very sound,

compulsory education in an inter-

national outlook. We feel probably

that in the years that lie ahead of us
we in Great Britain will never again
be quite so closed in within our little

island but be able in a more liberal

spirit to realize that we cannot have
those clashing ideals; that a narrow
nationality and twentieth century
realities have to be reconciled, and
the only possibility of reconciliation

lies in burying all those abstract ideas

about justice and revenge and repara-

tions and beginning again in a new
spirit and with a new ideal.

The New International Spirit and the Failure

of Nationalism

By Mlle. Therese Pottecher-Arnould
French Delegate of the Womeik's International League, Member, Committee of Relief for

Russian Children
m

IT seems to me that, as Norman Angel

has so well pointed out, the chief

cause of the War rested on the action

which nations, because of an expanding

popiJation and increasing industry,

were forced to take in order to insure

the best conditions possible for their

people. They were pushed to terri-

torial expansions and an exercise of

pohtical and military force against each

other.

We have considered nations as rival

imits but it seems from the results of

the War and the recent consequences

also of the peace treaty that a great

economic law has been ignored; which
is, that the pohtics of nations being

closely interwoven with economics,

the economics of nations are closely in-

terdependent.

Now during the War we put in com-
mon our men, our goods, our food and
the means of transportation. Just after

the Armistice, instead of keeping those

organizations, instead of pooling what

was left of our resources—not only with
our former allies but with our former

enemies, and even the neutral countries

as well—instead of uniting our efforts

on both sides in order to get the confi-

dence on which credit depends, instead

of utilizingthe labor of demobilized men
to start reconstruction work at once, we
returned to the old traditions of an obso-

lete nationalism. We opposed to the

sensible conception of cooperation, the

notion of each one scrambling for him-
self; we returned to the medieval no-

tions of booty, of spoils, and we began
to deprive Germany of her means of

producing by taking the coal mines of

the Saar and also by not lifting the

blockade for nearly sixteen months, or,

perhaps longer. Yet, the liabilities of

France rested onthe abiUty of Germany
to work for the restoration of the in-

vaded North of France.

Then, too, what about the Balkani-

zation of Central Europe? There are

districts which are industrial and dis-
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tricts which are not industrial, and each

needs the other in orderto live; but they

have been cut off from one another.

What have we now? Instead of estab-

lishing a European Federation of

States, in imitation of the United

States, which, has common trans-

portation and the same system of

customs and currencies, a federation

which would have been good for

Eiu'ope, we returned to our false na-

tional pride, with the result that now
Central Europe and Russia are still

starving or at least, very much im-

poverished. In Russia, Austria and
Germany ever since the War there has

been industrial unrest. There were
upheavals in Italy and in Germany for

a time. If France cannot collect the

indemnity due by Germany she will be

a bankrupt. England and the neutral

countries who have a higher rate of ex-

change are suffering from unemploy-
ment and there are numerous business

failures. Europe just at present is in a

state of economic chaos. There are, of

course, tremendous problems to be

solved now on account of the mistakes

which have been committed.

It would have been possible just after

the Armistice to have had quite a dif-

ferent solution, because there were

tremendous hopes among the liberal

parties. They claimed at the time to

be in favor of the Wilsonian fourteen

points. They were all for peace in

France. There was no militarism at

this time; there was no nationalism at

all; we were all rejoicing in the hopes of

everlasting peace. But now what have

we? We have bitterness; we have

resentment ; we have mistrust and fear,

not only between the former enemy
countries but also between the Allies.

We have to face this fact. We have to

be very frank about it, as that is the

only way to try to find efficient

remedies.

Reparations

Let us now speak very frankly about
this problem of reparations. I not
only want to discuss the interest of

France, but I want to discuss it in a
very disinterested and scientific spirit,

if I can, for in so doing I am sure to
present the views of some of our best

economic experts. This reparations

problem is the crucial problem now.
For instance, if we want to make Ger-
many pay by force, in turn we have to
pay for a tremendous army. One or

two months ago, $17,000,000,000 had
already been paid by Germany; most of

it has gone for France's mihtary ex-

penditures. Secondly, if Germany is

to pay she must have a big export trade.

She must have some means of raising

money. Now that means the revival

of German industry, and that revival

has begun. There was a boom in

German industry which was helped
by many business men, not only of the
neutral countries but of the allied

countries, who invested in marks

—

and what happened? Marks began to

decrease; marks were sinking down
lower and lower, so that after that,

while the Germans realized some
benefits,when theywanted again to buy
raw materials (which they have to buy
from the other countries because their

own reserve is exhausted) they found
that, even with the benefit they had
realized, they had to pay such high
rates that they were working at a loss.

Now I want to show that when we
try to hit our neighbor economically,

sometimes we hit ourselves harder.

General Foch said, "We are here to

make you pay and you have to pay.

We don't mind if you can't pay; you
must pay." Germany tried to raise

money. She had to buy foreign cur-

rencies. Then she paid. There was a
sudden influx in France and alUed

countries of money, but there was still
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the same amount of goods to be sold, so

that the price of commodities was raised

and money depreciated.

Another instance also: If we want
confiscation in order to solve the

problem, let us confiscate, let us invade.

But, then, our credit will decrease be-

cause our credit, as I told you, rests on

the ability of Germany to pay and
Germany will be paralyzed and unable

to pay. For instance, in April, 1920,

when our French armies went to Frank-

furt and to the Ruhr Basin, a dollar

was worth nearly 18 francs, which

meant that the franc was going

down and down. That is just one

example.

If we make Germany pay by her

labor, by sending us raw materials,

there is in France a strong opposition

from our own builders and contractors

in the North of France, and also from

the new factory owners who have built

their factories just because they wanted

to sell to the French people and to ex-

ploit the North of France. I say "ex-

ploit," which is rather a strong word;

I mean, they want to have an outlet in

the North of France for their goods.

But what if the North of France is

overflooded by cheap German goods?

It means really that if we stick to the

old traditional policy, we shall have to

ask ourselves, " Shall France be half, or

even three-quarters ruined, in order to

make Germany utterly ruined?" Is

it a good p)olicy, even for our own
country? The remedy, it seems to me,

is first to give up the old traditions of

narrow nationalism. We have to start

aTnew international spirit. There is

no other remedy for it. We must
start a new ideal, and put patriotism on
a higher plane. You know that for

election purposes we had the slogan,

"Germany will be made to pay," but
it does not work now. Our own people

can see that, esj>ecially our working
classes, who are heavily burdened by
indirect taxation, for indirect taxation,

as you know, burdens most the jworer
classes and also keeps the price of

commodities very high.

Unemployment in France is also be-

ginning to be felt, though France is still

self-supporting on account of her large

rural j)opulation. Yet even this nu-al

class is now threatened with heavy
taxes.

I think we must, then, give up our
tradition of nationalism, and most of

oiu* working classes and most of our
liberals, who are many more than you
imagine in this country, are in favor of

this solution of the problem. They are

also discussing now—though it is, per-

haps, very indiscreet on my part to tell

you so—whether the general cancella-

tion of debts would not be better for

each party. They think, also, that

perhaps we should have to float inter-

national loans. In order to help Ger-

many to pay us we have already had to

float loans to Germany, a scheme which
seems rather ludicrous. We must
realize that we shall not get out of this

vicious circle, this tangle, of the repar-

ations problem if we do not oppose a
policy of good will, of cooperation based
on sound, economic sense and under-

standing to the obsolete conception of

spoils and war indemnity.
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Germany's Part in World Reconstruction

By Fraulein Gertrud Baer
German Delegate, Secretary of the German Section and Member of the International

Executive Committee of the Women's International League

ONE of the most important factors

in restoring the balance of Em-ope
and the world is that part to be played

by Germany. Is Germany going to

base her system on the old methods of

autocracy and secret diplomacy, or is

she willing to cooperate in the concert

of European powers?

Germany today is a republic, a

democracy based on her new constitu-

tion. But that is not enough. This

new democratic constitution must be

carried out in a democratic spirit; her

political system must be based on
non-violence and understanding. This

is in the view of all forward-looking

German men and women the only way
for her to win the confidence of the

world. For all of us in Grermany who
knew the mentality of pre-war and
war-Germany, realize that the organi-

zation of the world depends just as

much, at least, on moral principles and
forces as on economic. In order to

rebuild Germany, some synthesis of

economic and moral energies, therefore,

must be found.

Germany has gone through so many
changes and upheavals during the War
and during the revolution, that she

has to concentrate much of her work
on the resettling of her internal affairs,

but the test for a political renewal is

largely her management of foreign

policies. We have, as you know, at the

head of our department of Foreign

Policies Dr. Walter Rathenau, a very

able man who merits the confidence of

the world, since he is willing to co-

operate with our neighbors on the

basis of negotiations and mutual under-

standing.

Whei?
J.

Jciff JEurope I heg,rd of the

11

treaty between Germany and Russia

that had just been drafted at Genoa.

As I was on board ship I did not see its

text, but I hope it is basedfon full

renunciation of profit on either side

and on organization and reciprocity.

Russia has an immense stock of

goods which Germany needs, just as

Russia needs Germany's technical

skill and initiative. It was the fear of

Bolshevism in Germany, as in some of

the other countries, that up until very

recently prevented an alliance with

Russia, but is not Bolshevism a symp-
tom of sickness at the soul of the

Russian people, just as militarism was
of the body of the German people?

Both will be abolished if the barriers are

laid down and a free exchange of goods

is guaranteed.

Reciprocity is the basis of all foreign

policies today. German relations to

Russia will be greatly facilitated by the

new agreement between Poland and
Germany, according to which the

liberty of transit through the territory

of Poland is granted for goods passing

between Germany and Russia.

One of the most important steps in

the direction of the peaceful develop-

ment, not only of Germany but of the

whole Continent, is the solution of the

Upper Silesian question. You will

remember that this question was
referred by the Supreme Council to the

Council of the League of Nations, after

England and France, as a result of the

unsatisfactory plebiscite, were unable

to agree on the frontier between

Germany and Poland. Three towns

with a German-speaking population,

Kattowitz, Beuthen and Koenigshu-

ette, I think they were, had been given
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over to Poland. The text of the new
treaty has not yet been published in

American papers, but one of the most
important points of it is that the troops

will now be withdrawn on either side,

for during the last month this corner of

Europe has been in constant danger of

new atrocities and cruelties on both
sides. I hope that the withdrawal of

the troops will stop new complications.

It is the Upper Silesian question, more
than any other, which shows only too

clearly that conflicts will never be

settled by brute force. Brute force

breeds brute force, which means
destruction; what Europe needs today
is productive work and peaceful re-

construction.

The problems of Europe are the

problems of the world. America is

involved in them. The rehabilitation

of Grermany, as of Europe, is dependent
on America. Thus her cooperation

with Germany is needed. Free ex-

change of goods on the basis of free

trade is the only solution of the eco-

nomic chaos. Free trade makes for

international peace and relationships.



The Rehabilitation of Europe Dependent
Upon America

By Sir George Paish ^

London, England, Editor of the Statist, formerly. Adviser to the Chancellor of the Exchequer
and the British Treasurer on Financial and Economic Questions

NEVER has a nation been faced

by a graver responsibility or had
a greater opportunity for good than

the responsibility and opportunity

which are right in front of America

today. If America accepts the re-

sponsibility and uses her opportunity,

the world will move forward under

American leadership to a state of well-

being never hitherto attained. If,

however, America refuses responsibility

and neglects her opportimity, then

every nation including America will

sink into unprecedented poverty.

Before the world was so closely

bound together by economic, finan-

cial and other ties, each nation had to

live its own circumscribed life and to

be content with that degree of well-

being or ill-being brought about by
the unavoidable fluctuation in the

volume of its annual production. But
ever since the introduction of the rail-

way, the steamship and the banking

system created a great volume of

international trade, these conditions

have gradually disappeared, and now
if any nation falls into misfortune

almost the whole world shares that

misfortune, while if any nation enjoys

prosi>erity, all the world shares in its

good fortune. Hence the extremely

wide fluctuations in the fortunes of

individual nations which occurred in

former times have become much

^ Sir George Paish is also the author of Th^
British Railway Position, 1902; Railways of Great

Britain, 1904; Capital Investments in Other Lands,

1909-10; Savings and Social Welfare, 1911;

Railroads of the United States, 1913; A Perma-
nent League of Nations, 1918.—The Editor.

less violent and every nation makes
more regular and more sustained

progress.

The increasing well-being of every

nation, arising from the development
of world-production and of world-

trade, has not only enabled the pro-

gressive nations of Europe to buy the

produce and goods of other countries

much more freely, but it has also per-

mitted them to supply capital to

nations which needed it, for the pur-

pose of opening them up to trade and
developing their natural resources,

thereby making their productions

available to the entire world.

America could never in so short a

space of time have attained the high

degree of prosperity she had reached

prior to the War but for the supplies of

European capital obtained for the con-

struction of railways in the agricul-

tural and mineral districts. Nor could

America have developed her productive

power in the wonderful manner she did

had she not enjoyed wide markets for

her products in the densely populated

countries of Europe.

On the other hand, it would have
been impossible for the European na-

tions to have maintained their rapidly

increasing populations but for supplies

of food and raw material, especially

cotton, from the United States, The
American people were assisted and
stimulated to produce freely in order

not only to satisfy their own needs, but
to send to Europe products in pay-

ment for foreign goods and services as

well as for interest upon the credit or

capital they obtained from Europe.

147
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Europe was a friendly banker to

America, as well as a good customer.

Reversal of Position

The disaster of the War has com-
pletely reversed this position. In

consequence of the War and of the

great demand for American produce

at high prices, America has been able

to repay the greater part of the capital

which she had previously borrowed
from Europe and, moreover, has been

able to lend to Europe a very large

sum of money. Therefore, instead

of America's needing a good foreign

market for her produce in order to

pay the interest and principal of the

sums she has borrowed, she herself

now needs to give a good American
market to enable Europe to pay interest

and principal on the sums she has lent.

Before the War, America needed to

sell abroad produce to the value of

250 to 300 million dollars a year in

order to pay interest to Europe on
capital borrowed, whereas, now, she

needs to buy from abroad, goods and
produce to the value of nearly 1,000

million dollars a year to enable Europe
to pay the interest on as well as

the principal of the sums America has

lent.

The American people have ceased

to be world-debtors and have become
world-creditors. From needing for-

eign banking accommodation they

have become world-bankers. From
needing mainly to sell, they now need
mainly to buy. In fact, the War has

changed America into a world-banker

and a world-trader. World-banker
implies world-trader, that is, one will-

ing to sell goods on credit to other

nations and to accept payment of

interest and principal in other goods

or produce.

The extraordinary increase in the

wealth of the British people, living as

they do on a few small islands, is

entirely due to the fact that they

became world-bankers and therefore

world-traders, employing their capital

wherever it could be profitably

employed, supplying to other nations

goods upon credit and buying from
other nations whatever produce or

goods these nations might desire to

sell in order to make payment of

credits granted.

America as World-Banker

The question which America has

now to decide is whether she will

remain a world-banker and become a

world-trader, or whether she will

endeavor to confine her banking and
trading activities to the limits of her

own boundaries. If America should

seek to reverse her policy of recent

years, then not only would she be
unable to sell anything like the quan-
tity of produce she has sold since the

War began, but she would be unable

to sell as much as she sold prior to the

War. The present inability of Ameri-

can cotton planters to sell their cotton

in foreign markets would be not tem-

porary, but permanent, and the exist-

ing diflSculty of selling American agri-

cultural products to other countries

would be intensified. The foreign

demand for American mineral products

would also permanently decline, while

foreign buying of American manu-
factured goods would entirely disap-

pear. Nor would there be any ex-

pansion in the American home demand
to make good the loss of the foreign

demand.
Withthe loss of their foreign markets,

American cotton planters and pickers

would be able to buy less, not more,

food or manufactured goods. With
the loss of the foreign demand for their

products and with a diminished de-

mand from the cotton states, American
farmers would be compelled to buy
fewer manufactured goods, and to use
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the railways less freely. At the same
time, the contraction in home demand
for American manufactured goods,

arising from the inability of American
cotton planters and farmers to sell

their produce abroad, would plunge the

industrial and banking districts of

America into great poverty.

Upon the well-being of the rest of

the world, the effect of the restriction

of America's activities to the limits

of her own boundaries would be even

more disastrous. The increasing

production of American cotton, of

American foodstuffs and of American
manufacturing specialties and the

ability of the rest of the world to buy
them, have hitherto immensely con-

tributed to the expansion of world-

prosperity, and if the peoples of the

world were unable to obtain them in

the future, a most distressing situation

would arise.

The War has most seriously reduced

the power of Europe to grow her own
food by reason of the very severe loss

of manpower which it entailed. At
the same time, war and civil war have
immensely reduced the production

of Russia, the country which, prior to

the War, supplied the manufacturing
nations of Europe with even more
food than America did then or is doing

now. If for any reason, such as lack

of credit and the inability of Europe
to make payment, America were
unwilling to supply Europe with food

at the same time that Europe's own
productions were small and no supplies

from Russia were available, a large

percentage of the people of Europe
would inevitably starve. A situation

would then be created over the whole
of Europe similar to that existing in

Russia. The starvation of Europe
as well as of Russia would inevitably

entail poverty and anarchy throughout
the entire world, from which America
herself could not escape.

The Credit Situation

If Europe is to continue to buy
American food, cotton, minerals and
manufactures, it is obvious that Amer-
ica must be prepared to give additional

credit until Europe is able to make
payment and America is willing to

accept payment in goods and produce.

At the present moment Europe needs

her own goods for the purpose of

repairing the war damage, and even
if America were willing to buy them
Europe could not sell very much; but
to justify herself in raising additional

credit in America Europe must see

her way to the payment of the interest

and principal of such credits by means
of her exports and by the services she

is prepared to render to American
tourists. With the present avowed
policy of America to prevent the

influx of imported goods and produce
as far as possible, Europe cannot see

how it will be possible for her to pay
the existing annual sums she owes to

America for interest and principal,

leaving out of account the service of

the additional credits she requires.

Thus one of the first things essential

to the rehabilitation of Europe is the

abandonment by America of a policy

designed to promote exports and to

restrict imports, plus the full recogni-

tion of the actualities of the existing

situation in which America has no
longer to pay interest abroad but has

to receive large sums both for interest

and for principal, a situation that de-

mands at least as much willingness to

import as to export.

As soon as America makes it clear

that she is willing to accept repayment
of her credits, together with interest

on them, in goods, produce and serv-

ices, the credit situation will at once

improve. It is obvious that Europe
will be in no position to send immense
quantities of goods to the United States



150 The Annals of the American Academy

in repayment of short credits, nor

would the American people be willing

to buy European goods in sufficient

quantity to enable short credits to be

redeemed. Credits of twenty-five or

thirty years, carrying sinking funds of

2 or 2J per cent per annum at the out-

side, are essential both from the point of

view of the lender and of the borrower,

if Europe is to continue to buy from
America at the present time. Credits

to Eurojje must be financed by inves-

tors rather than by bankers, and by
securities and good bonds rather than

by short bills.

Owing to the great fall in prices,

which has largely resulted from the

difficulty experienced by Europe in

buying what she needs, the amount
of the credit required from America
is now much less than it was two years

ago before prices had fallen. Never-

theless, the sum needed is enough to

absorb the whole of America's sur-

plus production of food, cotton and
manufactured goods for the next five

years, surpluses which will not be sold

unless credit is granted. When a great

structure needs to be rebuilt after a

fire, the whole work must be completed

if it is to be of real value. The task

of restoring Europe demands that it

should be carried to completion so that

the various nations will have no diffi-

culty in earning incomes large enough
to enable them to become self-sup-

porting and to repay the interest upon
and principal of any credit that may
be granted for the purpose of recon-

struction.

Last year, America's excess of

exports over imports was about £400
millions sterling. If prices fall still

lower, as they are likely to do until

adequate credits are granted, it may
be that the value of America's surplus

available for export will decline fur-

ther,, but on the basis of last year's

prices and allowing for interest upon

existing credits, Europe will probably

need additional credits from America
of about this sum annually for the next

five years. This is about the sum that

will be required if Europe is to restore

her productive power, adjust her

budget balances and reorganize her

currencies. At the end of five years,

however, Europe should need no fur-

ther credit, and should pay annually

whatever sum for interest is due, as

well as a reasonable percentage of the

sums borrowed.

Security and Payment

America cannot be expected to

grant these credits without adequate

security and, if adequate security is

to be given, Europe must adopt a

policy that will completely assure

American investors that, after the

credits have been granted and spent,

Europe will be able to repay her debt.

This assurance can be giveh only if

all the European nations greatly

reduce their armaments, pursue a

policy which guarantees peace and
assist each other to recover from their

injuries. Neither can it be given

unless the American people are will-

ing to accept payment of interest and

principal of any credit in goods and

services.

It is clear that both Germany and

Great Britain are still fundamentally

strong and that their productive power

is large enough to take care of any

reasonable obligations they may incur.

Credit granted by America to Europe

must be based mainly on the ability

of Germany and Great Britain to

redeem it.

Responsibility for the reparation

of Europe has already been accepted

by the German government, but the

amount demanded for reparation is

so large as to be beyond the power of

any nation to pay it. If America

could secure the adjustment of the
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reparation claim to Germany's powers

of payment, another great obstacle to

prosperity would be removed. Amer-
ica needs to discover how much Ger-

many can and will pay annually

towards the reparation of Europe, and
how muchAmericawould be justified in

lending to Europe in anticipation of

Germany's annual payments. Repa-
ration can be paid by Germany over

a long period of years, but the work of

reconstruction cannot be delayed and
credits need to be raised as the work
proceeds on the security of Germany's
promise and ability to pay.

The responsibility of collecting the

annual reparation payments from Ger-

many must rest with the nations to

whom reparation is due. Neverthe-

less, it is essential to bear in mind that

the power of most of the nations of

Europe to redeem any credit granted

to them for reconstruction will greatly

depend upon the receipt of reparation

from Germany. If for any additional

credits she grants, America were able

to obtain the combined guaranty of

the European nations receiving the

reparation, backed by the willing

promise of Germany to make reason-

able reparation, the security of the

credit would be unquestionable. Of
course, this assumes that America will

be willing to accept payment of interest

and principal of such credit in world-

produce freely. Unless America were

willing to import the produce and goods

that must be sent to her, and to receive

the services which Europe could ren-

der to her for interest and principal of

her credit, it is obvious that the credit

could not be repaid even when Europe
was restored.

Summary

Thus the rehabilitation of Europe
in large measure depends upon the

following factors

:

1. Without the assistance of the

United States, the rehabilitation

of Europe will be impossible and
trade depression, unemployment
and starvation willgrow still more
intense.

2. It is essential for America to

maintain her position as "world-

banker" which she assumed dur-

ing the War.
3. It is equally essential that Amer-

ica should now definitely assume
the function of "world-trader,"

the corollary of "world-banker,"

and that she should not only sell

her own productions freely, but

should buy without hindrance or

restriction the productions of

other nations.

4. America must grant additional

credit to Europe for reconstruc-

tion purposes on the security of

German reparations plus the

guaranties of theEntente nations,

to the limit of her surplus sup-

plies of produce and goods

—

supplies which otherwise she

would be unable to sell.

5. America must freely accept pay-

ment for any international cred-

its she may grant in inter-

national goods and services.
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America's Cooperation Needed for the Rehabilitation

of Europe

By George N. Barnes
House of Commotu, London, England, Minister Plenipotentiary, Paris Peace Conference, 1919

ALL weW wishers to their kind can-

not but deplore the present un-

settled world conditions and the tragic

results arising therefrom.

The Great War would almost seem

to have been waged in vain, for the

high hopes which sustained the allied

and associated peoples during its

horrors have not been realized. We
fought the War to get rid of Militarism

and Europe still groans under arms

—

Europe has now as many men in uni-

form as in 1913. We lived in the vain

belief that release from the (Jerman

menace would enable us to apply our

means and resources to the plentiful

production of those things which would
bless and fertilize the homes of the

people. And now we find ourselves

engulfed in poverty deeper and bleaker

than any in our pre-war modem expe-

rience.

What are the causes of this post-war

anti-climax ? As regards initial causes,

there will, of course, be common agree-

ment. The waste of war and the dis-

location of trade and commerce were
the first causes of our abnormal
troubles. But it is now three years

and a half since the War ended and we
have made but little progress toward
betterment. Yet the mere statement

of the present troubles and of their

initial causes would surely seem to

indicate the road upon which we
must travel to find and apply the

remedies.

The troubles are world-wide. They
began with the War. The world has

been thrown out of joint. There are

coimtries which have neither credit nor

productive power to create it, and there

are others whose productive capacity

is unimpaired but which have lost the

markets wherein to sell. Hence un-
employment and poverty with at-

tendant evils! And these can be effec-

tively dealt with only by the emergence
and application of the same spirit of

cooperation in which we waged the

War. No small sectional or even
national measures will suffice. These
will be, as they have already been,

submerged by the great ocean sweep of

world-wide causes. We must deal

with our post-war problems as world-

problems and in the light of inter-

related economic facts.

But, alas! instead of being imbued
with a cooperative spirit, nations and
classes appear to be guided and ani-

mated even more than in pre-war days
by the spirit of conflict. Therein lie

the causes of our present troubles.

There is an ultra and irrational nation-

alism on the one hand and an equally

ultra and irrational inter-nationalism

on the other. The first was born of

the undue emphasis laid on the princi-

ple of self-determination and it has

produced a frenzy of spurious national

feeling which scorches and blights all

around it—especially in the newand the

small states. The second is the prod-

uct of that class-war teaching which
has found, tragic expression in Russia

and which has also produced industrial

conflict, with its loss and waste, in all

lands—eighty-eight million working

days' product was lost in England
last year by strike and lock-out.

The first need of a disrupted and
impoverished world, then, is a change

of heart. But, as a means to that end,

we need better international organi-

zation in the light of facts regarding the
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past knowledge of the true basis of

hope for the future.

Liquidation of War Problems

What are the facts? First, we
should be clear about the War—^how

it came and what it involved. The
democratic comitries in Europe did

not want war. It was forced upon
them. They had either to accept war
or accept dominance of an autocratic

power. But, once war began, the

allied peoples became committed, not

only to the liberation of peoples sub-

ject to alien rule, but also to the

further task of guiding and guarding

the new states during their essays in

self-government. No man seemed to

recognize that more clearly than
President Wilson, whose noble ad-

vocacy of the rights of peoples found
an echo in all lands and became en-

shrined in the League of Nations
Covenant. But, if this be conceded,

it then follows that all those who en-

gaged in the War were committed to

render their help in the liquidation of

the problems arising out of it. The
subject peoples became the wards of all

who fought for their liberation. The
liquidation of all the aftermath of war
became, in fact, as important an obli-

gation as the settlement of the terms

of peace. Until that liquidation is

complete, the War, in a very real

sense, is still unfinished. It will not be
finished until the nations are living in

security or until minorities of race and
of religion are assured of protection and
opportunity for self-expression. Those
were the ideals which animated the

democratic peoples during the War,
and they should have been regarded

by the allied and associated govern-

ments as the legitimate fruits of victory

to be gathered in before separating.

But now, in the light of these con-

siderations, let me put some facts in

regard to the attitude of the United

States in the War and after it. Let

me put them bluntly and without

circumlocution. After all, there

should be perfect candor between
friends. For the first three dreadful

years of struggle, Europe sacrificed the

best and bravest of its young manhood
while the United States piled up
profits m the manufacture of firearms.

Only after three years did the United

States begin to realize that Great

Britain and her allies were fighting for

American as well as for European
freedom. From then on the United

States poured out men and money in

the winning of the victory in the field

of battle but grew weary of well-doing

when the destructive work of the

soldier had to be laid aside for the

constructive work of the statesman.

The apparent unconcern of the United

States in regard to this latter ofiice has

led to added trouble for Europe.

Consequences of American
Separation

Take, for instance, the problems of

the Near East. Delay in their settle-

ment has enabled the Turk to rear his

head again to resume authority over

lands which he had blighted by his

misrule and to regain power over the

remnants of peoples whom he had al-

most exterminated by his lust and
ferocity. And there has been no word
of concern from America, no offer of

help to save. Yet Europe was led to

believe by President Wilson that his

fellow-countrymen were concerned

about the Armenians and the Clu*istian

minorities who were under Turkish

domain. Paris peace delegates were

under the impression that the settle-

ment with the Turk could be safely

left till problems nearer home had been

disposed of. But, when the Turkish

settlement had to be made, the United

States was practically out of the

picture and the subsequent situation,
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aggravated by Greek ehau\nni.sm, was
skillfully exploited by Turkish diplo-

macy.
Again, the failure of the United

States to ratify the pact to protect

France against possible future ag-

gression has been a cause of bloated

armaments in that country, which in

turn have afforded a plea or pretext for

bloated armaments in other coimtries.

And, finally, the infant League of

Nations, which was launched into

existence under the guidance and in-

spiration of President Wilson, has

been left "in the air" by his fellow-

countrymen.

I submit then that on a consideration

of the facts of the past, and especially

of the events following upon American
separation from the Allies, Europe
could fairly claim reconsideration of

her attitude on the part of the United

States of America. Participation in

the War and in the terms of peace

constitute, in the light of subsequent

facts, a claim for resumed participation

by America in the reconstruction and
rehabilitation of a disrupted world.

We are all grateful for the initiative

of the United States Government
which led to the great conference at

Washington ^ but what is needed is not

only ad hoc conferences for special

purposes but continued and sustained

cooperation so that there may be a

common policy maintained and en-

forced by the weight of all concerned.

Land and air armaments remain to

lie dealt with. And they fail to be dealt

with in the light of another significant

fact which has emerged from the War.
Russia today largely determines the

armaments of Europe. She has nearly

a million and a half of men under arms.

Poland is on the Russian border and
can scarcely be expected, under ex-

isting circmnstances, to disarm and

•Conference on the Limitation of Armament,
Washington, D. C. November 11, 1921.

put herself at the mercy of such a

neighbor. France, also, makes common
cause with Poland in fear of Red
Russia, as well as of Germany, and all

the other European countries follow in

the wake. They have no option but to

rely for security upon their own
strength, for there is, as yet, no

authority which can guarantee se-

curity to them. In the absence of

great states from membership, the

present League of Nations cannot be

wholly relied upon for safety.

What is needed is a voice that will

speak for all the nations of the earth

in favor of disarmament and, after-

wards, for the maintenance of seciirity

for each nation. If the United States

would but again make common cause

with all the European nations in the

promotion of an all-embracing League

of Nations a great step forward would

be taken in the direction of such dis-

armament and security. Until there

is a common understanding between

the United States and Em-ope—^in-

cluding Germany and Russia—and
until there is the necessary machinery

and sanction to give effect to it, there

can be no guaranty of peace. Indeed,

the world might now at any time be

again plunged into war by sheer

weight of metal. Russia has taken the

place occupied by Germany prior to

1914.

How to bring Russia into the new
comity of nations is the present

outstanding problem, and the problem

is the more diflBcult because of the

animosities which have been en-

gendered by war and counter-war

waged on her territories since the

revolution and because of the compli-

cations arising out of the pre-war

debts.

Reassociation, the Hope of Europe

A move of the United States in the

direction of reassociation with Europe
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would probably affect Russian as well as

German mentality, and I am sure that

such a move would be heartily wel-

comed and responded to in England.

We here look on helplessly at the waste

in armaments of resources which are so

sorely needed to restore the economic

health of the nations, and we watch
with alarm the working out of the

narrow particularisms which are the

underlying motives of the policies of

some countries. There is, for instance,

the growing tendency towards export

taxes on raw materials—a form of

economic warfare from which, by the

terms of her constitution, the United

States is precluded from taking part.

There are as yet the unrestricted and
growing air forces and there is the im-

patience of labor everywhere and the

propagation of wild theories by men
and women who quite openly profess

their hatred of the existing social order

and their determination to destroy it,

if they can.

The safeguard for civilization as

against revolution is by full cooperation

between America and Europe. And
I am sure that such cooperation would
be in the interest of both, for the pros-

perity of each is necessary for their

common welfare. Take it on the low

ground of cash. Europe is indebted

to the United States to the tune of

some ten thousand million dollars.

She can pay all the easier in pro-

portion as the way is found to her

recovery. Failure to shoulder re-

sponsibilities—except by general agree-

ment—^would have a most injurious

effect on her credit. On the other

hand, the United States may suffer

from economic and industrial indi-

gestion by pushing her claims too fast.

Great Britain is making provision for

payment of interest in October of this

year in accordance with arrangements
made with the United States three

years ago; and, if there is no agree-

ment to the contrary, she will con-

tinue to deal with the American debt

as she has already dealt with all ex-

ternal debts. Most other countries

have, as a matter of fact, been paid off

by Great Britain. But much of her

debt to America Great Britain incurred

in respect to war-allies who are

also and independently indebted to

her.

This question of inter-allied and
European indebtedness presents many
interesting features. There are ques-

tions of priority, of overlapping debts,

and of the element of time of payment
as bearing upon trade. It constitutes,

in fact, such a labyrinth of economic as

well as moral consideration as might

well form the topic of special exami-

nation by experts and subsequent dis-

cussion by delegates at a conference of

the nations concerned. Credits and
exchanges might, of course, be brought

under review at the same time. There

are countries so poor and helpless that

they tend to drag others down to their

level; there are fluctuations of ex-

changes from day to day so violent as

to increase the difficulties of trade

restoration.

These things, it is true, are being

discussed now at Genoa, but Genoa
suffers . from the fact that United

States delegates are not present for

United States cooperation is in a

special degree necessary for economic

and financial rearrangement. The
United States occupies a relatively

strong position because of her com-

parative independence. She holds two-

thirds of the gold of the world and she

has the raw materials and resources for

sustenance of her people within her

own borders. But, even so, she would
gain by the gain of other countries, for

her siu-plus manufactm-es would then

find an outlet at present closed by lack

of purchasing power of countries which

have been most impoverished by the
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War. And her ultimate good dejjcnds

upon her power of absor])tion more
than upon the power of debtor

countries to discharge their debt obliga-

tions.

Possibilities of Cooperation

I should like to see Genoa followetl

by another conference of all the powers,

convened by the United States, at

which the question of debts and in-

debtedness might be treated as a world-

problem rather than as a matter of

isolated arrangement by debtor and
creditor countries. I see no reason

why neutral countries should not come
in. They benefited by the War and
might well be asked to bear some of its

cost by underwriting some of its debts

—an idea by the way which might

also be applied to the liquidation of

German liabilities for reparations. If

there is no such conference, then I

hope that the United States may be

induced to come into some scheme of

mutual help which may emerge from
Genoa. But after all, either of these

would be but a bad second best as

compared with frank reassociation of

the States in European affairs.

When, therefore, I am asked what
the United States can do to help

Europe I can only say that, in my
judgment, she can do but little in iso-

lation but that she might do a great

deal in association. The Washington
Conference did something towards

world recovery and Genoa may do
more, but neither of them would have
been necessary if there had been full

understanding and cooperation be-

tween Europe and America. I should

like to see the problems which have
emerged directly out of the War
cleared out of the way as soon as

possible and I should like to see the

United States taking a hand in the

clearance. Then the Supreme War
Council would no longer linger super-

fluous upon the stage and the course

would be clear for an all embracing

League of Nations in which the United

States could take a leading part.

After all, the conditions are different

now from those obtaining two years

ago. In the first place, there is a

disposition now on the part of the

League members to recast parts of the

Covenant. And, in the second place,

an International Court of Justice is

now part of the League organization.

It is the court for which the United

States so long and honorably labored at

the Hague and elsewhere. It is anal-

ogous to the Supreme Court of the

United States, and is indeed largely

the work of Mr. Elihu Root, the

eminent United States citizen. Will

the United States come over and
further help us?

Self-Help Before American Cooperation in the

Rehabilitation of Europe

By John Jacob Rogers
Washington, D. C, Member of Congress from Massachusetts

IS America's cooperation indispen-

sable to Exu"opean rehabilitation?

Before I attempt to answer this ques-

tion from my own viewpoint, it may
be interesting to note the attitude of

Europe. If we are to accept the utter-

ances of European statesmen, the

answer is unquestionably in the aflfirma-

tive—^that American cooperation is in-

dispensable to European rehabilitation.
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View of Europe

Speaking at Genoa on April 26,

Lloyd George said, "I wish America

were here. We want America because

she exercises a peculiar authority.

America could exercise an influence

no other country could command."
Dr. Walter Rathenau said, "Never
did a nation hold the fate of the Con-

tinent in the hollow of her hand so

indisputably as does the United States

at this moment." The Russian dele-

gates at Genoa said, "Financial assist-

ance from foreign sources is absolutely

vital for the economic reconstruction

of Russia." The context and other

similar remarks by the representatives

of Russia make it clear that they were

alluding to the United States.

As recently as the third of this

month, during the debate at Genoa,

the necessity for American participa-

tion in any rehabilitation of Europe
was repeatedly mentioned. In con-

nection with the financial report, Dr.

Gomez of Portugal and other delegates

emphasized the need of obtaining

American support for European finan-

cial reconstruction.

Likelihood of a Relief Program

Of course, the views of European
ministers cannot bind America either,

(1) as to the course we should pursue

or, (2) even as to the real truth,

whether,from the standpoint of Europe,
American aid is vital. With these two
points I shall deal later. First, I wish

to discuss the likelihood that the

United States, as a government, will

embark upon an ambitious relief

program. Such a program might take

the form (1) of cancelling or modifying
the ten billion dollar debt now owed us

by Europe or (2) of advancing further

credits to the several countries of

Europe, in proportion to their need, for

the direct purpose of assisting in their

fiscal and economic revival. Speaking
as a man in politics, and seeking to

deal with the question as one of fact,

stripped of any other consideration, I

say positively that I am convinced
that America will never embark upon a

general program of debt cancellation

or money grants or loans to Europe.

The apparent exceptions seem to me
only illustrations of the truth of my
statement. Just before Christmas,

Congress appropriated ^20,000,000 for

the purpose of supplying corn, seed

grain, and wheat to starving Russians.

Last month, Congress authorized the

extwiding for twenty-five years of the

payment of principal and interest of

the debt incurred by Austria for the

purchase of flour, on condition that the

other creditor nations should do the

same. There is now^ pending before

Congress a bill authorizing the pay-

ment to Liberia of $5,000,000, which

had been placed to the credit of that

country in 1918 but never actually

transferred to her in whole or in part.

This bill passed the House May 10

by the very close vote of 148 to 139.

These three instances evidence, I

think, the extreme limit to which the

American Congress—and I believe the

American people—is willing to go.

We are prepared to appropriate money
to assist in relieving actual famine or

other physical distress, and we are

prepared to make good our pledged

word. Thus far and no farther will we
go. Just possibly, where we cannot

help ourselves, we may assent to

postponement of interest payments.

We will not, generally speaking, for-

give debts and we will not loan large

sums of money for European recon-

struction. Please bear in mind that I

am discussing neither what Europe
needs to have us do nor what, as a

^This address was delivered at the Annual

Meeting of the American Academy, May 13,

1922. Editor's note.
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matter of righteousness or for our own
well-being, we ought to do. I am
simply giving you my estimate of a

fact and not of the wisdom or morality

of a com-se of conduct.

The Need of Europe

We are now ready to appraise the

condition of Europe as a whole today.

That condition, as everyone knows, is

deplorable. The three and one-half

years since the Armistice have been
marked by further retrogression rather

than by anticipated progression. The
continental countries, almost without

exception, are deeper in the mire today
than in 1918. The nations of Conti-

nental Europe have made small prog-

ress in balancing their budgets. Def-
icits have arisen by leaps and bounds.

All countries have been reluctant to

impose the absolutely essential taxes.

Instead, their printing presses have
been busy turning out more and yet

more paper money of constantly

diminishing value. Their armies have
been kept on approximately a war
footing. The reparation policy of the

victors—first its uncertainty and later

its devastating certainty—has been a
millstone about the necks of the van-

quished; and the victors have Offered
almost in ratio with them.
What is needed? The cure cannot

be made simple or enjoyable. The
descent to an economic hell is easy;

but the ascent therefrom is extra-

ordinarily arduous.

I quote from Dr. B. M. Anderson
as follows:

Taxes must be greatly increased and
public expenditures greatly diminished so

that current revenues will not only meet
current expenditures, but will also suflBce

to permit some amortization of public debt.

This does not mean merely that "budgets"
must be balanced, since the term "budget"
is often a misleading term which omits

major items of expenditure. Floating debts

must be funded into long-term issues.

Drastic currency reform is called for, aimed
at an early restoration of actual gold

redemption. . . . Fluctuating paper

money is the most serious single impedi-

ment to industrial progress in Europe. A
rational, economic settlement of the Ger-

man indemnity question must replace the

political settlement dictated to Germany
in the spring of 1921. Germany should be

made to pay what she can, but France,

Belgium, and Great Britain have nothing

to gain by a continuance of the present

demoralization of Germany. . . .

The financiers and premiers of

Europe understand all this. The
difficulty is political. Any ministry

which today tried to do all these things

would be likely to find itself tomorrow
"on the outside looking in." So we
find the "manana" policy generally

prevalent in Europe, and the return of

sound fiscal methods becoming more
and more difficult day by day. The
prospect is not a bright one. Few keen

observers breathe optimism for early

rehabilitation. "It is imperative that

European countries work, tax, save,

restrict imports to necessities and above

all reverse the mad policy of printing

bank notes." But at the moment
neither the will nor the way to do
these things is manifest. As Secretary

Hughes has lately said, Europe must
face the facts. Until she does, there

is no health in her or for her.

The Part of America

I have just recited the gravest

difficulties in European economics and
the straightforward, if the difficult way
out. It will be noted at once that the

remedies involve self-help rather than

the aid of outsiders. I will go fm-ther.

I will assert that even if America were

willing to pour her hundreds and
thousands of millions into Europe,

these sums would not avail if Europe
had not herself turned over a new
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economic and governmental leaf. To
do so would be to put a patch of

new cloth upon a suit of decayed

material.

It is the "old wine and new bottles"

idea all over again. No creditor of a

corporation will pour more money into

the tottering business unless it holds

some promise of being able to utilize

the new capital to advantage and pull

itself out of the difficulties as a result.

Such a transaction is sending bad
money after good and impoverishes

the creditor without alleviating the

straits of the corporation. Self-help,

I repeat, must come first. Of course

Europe would be glad of " easy money,"
but its state of mind cannot be

evidential to us of America.

The Practical Program

If Europe does her part; if she shows
her willingness to sacrifice and struggle,

what then? I believe that in time she

could work her way out and regain her

economic feet. But new capital would
unquestionably simplify and shorten

the struggle. The greatest reservoir of

new capital is America.

Mr. Hughes has, on two recent

occasions, thus explained the next

step: "Credit does not precede, but

follows confidence, and the first re-

quirement of those who demand justice

and security is to give justice and
security." And again, only recently,

he said, "Russia needs credit, but it

is idle to expect credit unless there

is a basis for credit. That basis for

credit cannot be supplied from the out-

side. That basis for credit has got to

be supplied inside of Russia." And
what is true in the case of Russia is

true in its degree of the rest of

Europe.

Governor Harding of the Federal

Reserve Board, in an address delivered

last week, put the whole case into two
sentences. "I have no doubt," he

said, "that the financial interests of

this country recognize the great bene-

fits which would accrue to American
agriculture, commerce and industry

from the economic and political stabili-

zation of Europe, but the destinies of

European nations are, after all, in

their own hands. When those things

are done which are necessary to win
the confidence of American investors

it would be found that not even the

tragedies of the World War can change
the immutable law that money and
credit tend to flow where they can be

most safely and profitably employed."
Assuming that Europe embarks

upon a policy of practical and self-

sacrificing self-help, and assuming that

the American government will neither

cancel the debts nor make large and
general government loans to Europe,

what is left.'' How can American
capital be made available for Europe?
There are three major possibilities:

(1) By the expenditures of American
tourists in Europe. This, while well

enough as far as it goes, is a relatively

small matter—perhaps $200,000,000

or less a year.

(2) By the exchange of American
capital for European commodities im-

ported into America. This involves

the whole question of the protection

of American industries, with which,

for many reasons, I do not care to deal

here. It may, perhaps, suffice to say

that, in my opinion, the purchase of

European goods in sufficient quan-

tities to give Europe in exchange

American capital in sums at all

adequate for her needs would result

in the most extreme business depres-

sion that this country has ever known;
and that would be disastrous ahke to

America and to Europe.

(3) The third possibility of fur-

nishing American capital to Eiirope

is as the result of purchasing European
securities by American individuals and
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private corporation^ Such purchases

cannot be forced. Investments of

this nature come as a result of con-

fidence on the part of tlie investors

and nothing else.

Recent Foreign Investments

Recent transactions of this character

are of interest. From January 1, 19i22,

to April 14, 1922, there have been float-

ed in the United States foreign loans

amounting in the aggregate to at least

$850,000,000. (See appendix to this ar-

ticle, page 161 for details.) If the rate

for the first three and one-half months
of 1922 is maintained for the remainder
of the year, the 1922 total will mean
that about one and one-fifth billions of

dollars of American capital have in one
year been invested in foreign securities.

It is important to notice the geo-

graphical distribution of these invest-

ments: $109,000,000 has gone to the

Netherlands and her colonies; about
$84,000,000 has gone to colonies of the

British Empire, $70,250,000, to Canada
and $13,500,000, to Australia; $63,-

500,000 has been invested in Latin
America. The remainder, less than
$100,000,000, has gone to the rehabili-

tation of Continental Europe. Of this

sum, about $70,000,000 has entered

France. Roumania has received four

and one-third millions, and Czecho-
slovakia, 14 millions. Both these last

mentioned loans were negotiated within

the last few weeks, and unquestionably

represent recognition on the part of

American bankers and investors of the

fact that these two countries are mak-
ing a conscientious effort to achieve a
sounder fiscal regime.

It is, however, a noteworthy fact

that only about one-fourth of our
foreign loans is going to our European
associates in the World War, who
certainly need om- capital most. The
reason is of com"se clear: the investors

of America are not generally satisfied

that such loans present a reasonable

degree of security.

In spite of dangers and doubts as to

European investments, we are loaning

abroad at the rate of over a billion of

dollars a year. All this vast sum goes

directly to the rehabilitation of the

rest of the world. In my opinion this

general method is as far as America
will go in giving succor to Europe.

It follows, of course, that the greater

the sum invested in safe European
offerings of securities, the larger the

usefulness of the part of America in the

revivifying of Europe.

But even here, from the standpoint

of America, there is a peril which must
not be overlooked. The serious con-

dition caused in the United States

today by the large exportation of

capital prompted the State Depart-

ment, in March, to issue a warning to

American bankers, and to express a

desire to be more fully informed on
prospective foreign loans. It is ob-

viously true that eveiy American
dollar exported is hors de combat as far

as its employment in America goes.

A single dollar cannot work on both

sides of the Atlantic.

Secretary Hoover said recently:

A billion dollars spent upon American

railways will give more employment to our

people, more advance to our industry,

more assistance to our farmers, than twice

that sum expended outside the frontiers of

the United States, and there will be greater

security for the investor.

Mr. George M. Reynolds, of the

Continental and Commercial National

Bank of Chicago, says

:

Any proposal to furnish Europe with

more capital should receive the closest

scrutiny. If certain of the European nations

are impoverished, their position will not be

greatly improved by America's financing

sales of goods without adequate considera-

tion of the risks involved or thought of the

extent to which capital should be exported.



Self-Help Before American Cooperation 161

If Europe is impoverished, improvement of

the condition of her peoples will not be

brought about by forcing America to the

same condition. Too much emphasis can be

placed on what America can do for Europe

and not enough on what Europe can and
must do for herself.

Or, as Mr. Schwab puts it, "A
prosperous America can help the world,

but a prostrate America cannot."

I cite these authorities to show that

in the judgment of many we must not

go on indefinitely, even if conditions

are otherwise auspicious, in making
investments in Europe. To do so will

cripple our own business life and bring

about domestic disaster and industrial

stagnation. And, from the trans-

Atlantic standpoint, Europe needs a

strong America today almost as much
as in 1917 and 1918. The policy of

America must be to pull Europe up;

not to allow ourselves to be pulled

down.

Is American Cooperation
Indispensable ?

And so I deviously come to the

question which is the topic for this

section.

Theoretically the answer is, "No."
Europe could, if she had the deter-

mined will and courage, regain eco-

nomic stability without us. Practically

speaking, what shall we answer.? I

find it diflBcult to give a yes or a no.

Perhaps we can safely say that Amer-
ica could greatly curtail the route back
to a normal Europe. But, as we have
seen, neither the cancellation of debts

nor the adoption of the role of a Lord
Bountiful seems likely to command the

support of the American people. Nor
is the exchange of European commodi-
ties for American dollars a safe

expedient, save within rather narrow
bounds. American capital will, how-
ever, within suitable limits of amount,
be available hereafter, as in the past,

12

for attractive offerings of European
securities.

To this extent only, as I read the

future, will America play a direct

financial part in the rehabilitation of

Europe. The sooner Europe learns

this the better. Waiting for a rich

uncle to make a large gift is a danger-

ous pastime for the nephew. The
salvation of Europe lies through the

thorny path of self-help. Whatever
else might be—even whatever else

ought to be—I believe the foregoing

statement is the literal fact. We shall

do a kindness to Europe if, without

equivocation or uncertainty, we make
known our position.

Appendix

Annexed hereto is a list of some of

the securities, enumerated in general

by countries only, which have been

floated in America—and in general

financed byAmerican capital—between

January 1, 1922, and April 14, 1922.

Foreign Securities Floated in America,

January 1, 1922, to April 14, 1922

January

Dutch East Indies $40,000,000

Province of Ontario, Canada. 15,000,000

Dept. of the Seine, France . . . 25,000,000

Province of Alberta, Canada. 4,000.000

Brazil 3,500,000

Cuba 5,000.000

Total for January $92,500,000

February

City of Melbourne, Australia. $2,500,000

Queensland, Australia 11,000.000

New Brunswick, Canada 2,000,000

Netherlands 29,000,000

City of Montreal, Canada 5,000,000

Uruguay 2,300,000

Total for February $51,800,000

March
BrazQ $4,000,000

Argentine 27,000,000

Midi R. R. of France 2,300,000

Canadian National Railways. 11,000,000

Framerican Company 10.000,000

Province of Manitoba, Canada 2,250,000
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March—Continued

Dutch East Indies $40,000,000

P. L. M. R.R. of France 30,000,000

City of Buenos Aires, Argen-

tine 1,000,000

City of Soissons, France 6,000,000

New-foundland 6,000,000

Canadian General Electric 6,000,000

Roumania 4,350,000

Sugar Company of Cuba 1,000,000

Total for March $149,900,000

April Itolk inclusive

Dominican Republic $6,700,000

Province of Alberta, Canada.

.

3,000,000

Czechoslovak Republic 14,000,000

City of Rio de Janeiro,

Brazil 13,000,000

Bell Telephone Company of

Canada 2,000,000

Province of Ontario, Canada.

.

15,000,000

Total for first half of April . . $53,700,000

Grand total, January 1, 1922,

to April 14, 1922 $347,900,000

This rate if maintained for the entire

calendar year 1922 would represent

total American investments in foreign

secm-ities of just under $1,200,000,000.

As a matter of fact, the actual figures

probably are and will be considerably

larger. I make this statement because

the figures quoted in general involve

only the more important issues and
only those which have come to the

attention of the State Department, the

Federal Reserve Board, or the larger

banks of New York.

The known investments of American
capital in foreign securities during the

calendar year 1921 were $628,000,000.

Thus the total known foreign invest-

ments of America from January 1,

1921, to the middle of April, 1922,

were just under a billion dollars.

Of this, investments in Canada account

for $267,000,000; in France, $200,000,-

000; in the Netherlands, $109,000,000;

in Brazil, $102,000,000; and in the

Argentine, $91,000,000.2 xi^ege fi^g

countries—only one a Europ)ean ally

—

thus account for nearly 80 per cent

of oiu* foreign investments.

* The foregoing figures are converted into

dollars at approximately the present rates of

exchange. Fractions of millions are usually

disregarded.

Reconstruction of International Good Will

By Huston Thompson
Commissioner, Federal Trade Commission, Washington, D. C.

ONE of the peculiar characteristics

of the human mind is that while

it has been taught that the world is

round, it continues to think in terms
of the earth with a flat surface. This

is demonstrated by the fact that

humanity does not appreciate that

certain practices cannot go on, or cer-

tain occurrences hapi>en in a distant

and so-called isolated nation, without

affecting the rest of the world. How
few realize that the emotions, thoughts

and actions of the people of South

Africa necessarily interweave with

those of the people in our land?

Just as we have learned that all

utterances are caught on sound waves
and circle the earth, so any action of

any group of people in any one place

of the world sends forth vibrations

that cross and recross and interweave

with the daily existence of those of

distant lands. As the stone tossed into

the center of the pool causes wavelets

to reach the circumference and disturb

the entire pool, so the actions of any
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one nation may affect all those on

the earth's surface.

Universal Means of
Communication

Second thought reveals a remarkable

situation in the means of communica-
tion between the peoples of the world.

If we stop to consider, we must realize

that the Christian religion, while car-

ried by the superb efforts of mission-

aries from one hemisphere to another,

and assisting in keeping the "open
door," has so far failed to reach many
millions among other nations; that in

the Orient today myriads of people do

not know Christianity any more than

by a name.
Art is much less a common tie than

religion. There is no tongue or

language by which there is universal

communication.

In all this world, there is but one

universal means by which men com-
municate, bringing them together and
establishing joint interest, and that is

through business channels. Trade is

the carrier of the thoughts of one

nation to another. Hence, insofar as

nations are concerned, the spiritualiz-

ing of trade becomes the most im-

portant question, individually as well

as collectively.

Potential Sources of Inter-
national Discord

One of the great troubles that the

world at large is trying to meet in its

present attempt to stabilize itself, is

that it has discovered but has not

made practical application of some-
thing which the business world has

known for a long time, namely, that

business has become internationalized.

Back in the days of Carthage and
Venice atid of the glory of Spain, the

business of one nation, through govern-

mental forces, established its zones of

influence among other nations. And

these zones of influence were the sore

spots of the country which they en-

compassed.

Today we are witnessing a closer

linking up of the peoples of the world

than ever before. Hardly any one

nation is free from the charge of

seeking zones in the territory of

another. It may be that it is a wise

thing for the business interests of one

nation to maintain spheres of influence

in the territories of other nations,

though the experience in history up to

date has been to the contrary.

It is also true that facilities for

quick movement in the world have

caused the buyers of nations to group

themselves together and go into the

markets of other nations, using all of

the possible tactical advantages of

organization that they have obtained.

Invariably, however, this policy reacts

to the detriment of the domestic

market, and in all of this moving and

shifting of situations, there is rarely a

case in which the one who is doing the

buying has in mind the thought of

benefiting either the domestic con-

sumer of his own country, or the

initial producer of the country in

which he is buying. Between the ul-

timate consumers and the initial pro-

ducers of the world, there have grown

up groups of distributors who have

at least a potential power of working

to the detriment of the common
people of the several nations. More-
over, they have the constant tempta-

tion to work for their own particular

advantage, and their incentive for

gain is so strong that they do not pro-

ject their minds into the future and
visualize the results and effects which

may come from their acts.

There is still another thought-line

that weaves its way into this problem.

Despite the various means of inter-

national communication, the ultimate

consumers of one nation have no
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assistance from the producers of other

nations in tlie face of the modern sys-

tems of distribution. And in addition

they lack information.

A famine in India is a thing un-

known to or unheeded by most of the

producers of America. The over-

supply in the Argentine is registered

in the trading markets of Russia when
Russia is normal, but is brought to

the attention of the farmer of Russia

in such a way, if at all, that he has

nothing by which to guide him.

Today, since the world has been

brought together within limitations

much closer than were the geographical

lines of a nation of fifty years ago, it

becomes more necesssary than ever, if

the ultimate consumers and the initial

producers of the world are not to be

helpless, that there be some means of

communicating to them what is going

on as to the state of the markets or

crops in the rest of the world. Thus
there confronts us in this whole situa-

tion, a problem of international com-
municationwhich is stimulatingenough
to excite the keenest of imaginations.

Good Will—the Sine Qua Non

In seeking after the means for the

reconstruction of international good
will, there are many remedies sug-

gested, each of which contains some
features of value. The problem is to

find the one which goes to the source,

and is not simply a surface remedy.

Much is being said about reorgan-

izing the finances of the wprld, about
reparations, debts, loans, etc. These
matters will have to be attended to,

but will they reach the source of the

present international disease, which, as

I see it, is lack of faith of individuals

and groups of individuals in each

other?

We may perform operations on our

international patient and change his

ftvenues of distribution. We may

rewrite the legal formulas of the world.

In fact, we may do many things, all

of which will be helpful and inciden-

tally necessary to bring about a read-

justment of the economic fabric of the

world. But in the last analysis will

they be of permanent healing value?

Today, we have a wonderful cure

for surface cancer in radium. The
radium cure may stay disease if it

is local. But if the source of the

trouble is in the blood, the cancer will

reappear in some other part of the

body. Today, we are dealing with a

cancerous situation involving the ar-

teries of trade, and one which cannot

be localized. ,

Guide-Posts fob Trading
Nations

A recent decision of the Supreme
Court of the United States sets up a

standard which, it seems to me, the

nations of the world could well adopt

as the principle upon which their

peoples shall trade with one another.

It says that fair competitors shall not

lend themselves to practices "opposed
to good morals, because characterized

by deception, bad faith, fraud, or op-

pression, or as against public policy

because of their tendency unduly to

prevent competition or create mo-
nopoly."

Here is a broad general standard

which all men of all nations could

agree to without reservation. If we
remove the negative from this declara-

tion and translate it in terms under-

standable by the ultimate consumers
of the world, it would amount to this;

that trade shall be carried on in free

and open competition wherein the

ultimate consumers of all nations shall

have the benefits resulting from prices

unrestricted by artificial means for

goods sold on the basis of quality,

service and the advantages of location.

Looking at these requisites in the
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light of human history from earliest

times down to our own day, we find

they have invariably brought universal

satisfaction to the ultimate consumer.

Whenever he has been deprived of

their benefits, or when they have been

restricted by artificial means, either

he has revolted or the nation to which

he belongs has gone down into ob-

scurity.

The universal satisfaction which

obtained whenever this policy, that

trade must be governed by principles

of fairness and good faith, was followed,

and the constant recurrence of such a

policy in nations while they were

youthful and virile, leads to the conclu-

sion that such principles are governed

by forces as permanent and necessary

in the life of man as the forces of

nature. The adoption and putting into

effect of such a definition of business

will clear the arteries of international

trade and purify its life-giving prop-

erties in such a way that all of these

other elements of international rela-

tion, financial, political, etc., shall have

some permanency and the surface

disease resulting in local disturbances

may be localized and treated, and
reduced to a minimum so far as the

world's peace is concerned.

Means of Establishing Inter-
national Fair Competition

Undoubtedly, the approach to the

solution of the problem of international

fair competition for the benefit of the

ultimate consumer will be through the

process of a treaty. By such means
commissioners could be empowered to

draft not only the definition but also

the machinery for the vitalizing of the

functions comprehended within the

definition of fair competition. But
the treaty provisions could reach only

those needs which are determined in

advance and specifically set forth in

the convention signed. Experience

has shown that this is not sufficient.

The question is primarily not legal but
economic. Unfairness is predicated,

not so much upon the deed itself as

upon the intent and purpose of the

deed and its effect upon others whose
rights have been infringed. And this

intent and purpose cannot always be

predetermined.

Such a situation has been met in

domestic legislation by the commission
form of organization. In our own
country, unfair competition is pro-

hibited by law, and the Federal Trade
Commission is given the power to

receive and consider complaints arising

from violation of the law. The ad-

vantage of the Federal Trade Com-
mission lies in the fact that it is an

active and independent agency, acting

primarily in the public interest,

whose duty it is to consider this phase

of business relations, to review each

case presented in the light of its cause

and effect, and to serve, not as a

punitive body, but with the authority

to issue an order to cease and desist

if violation of law is determined. The
Commission has made possible the

expeditious handling of complaints,

both large and small, without the long

and expensive processes of litigation.

It has been the experience of in-

dustrial and trade commissions in this

and other countries, that preventive

measures are more productive of

public good than punitive or paternal

measures. The business concern, to

whom is issued an order to cease and
desist from an unfair practice, in

ninety cases out of a hundred, changes

its course without appeal to the courts,

and, at the same time, serves as an

example to others who may be charge-

able with the same practice.

Why cannot this experience within

our own nation be applied in a larger

sense to the family of nations? The
idea of a permanent international
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tribunal is not a new one. In 1915,

the Pan-American Financial Confer-

ence in Washington considered the

development of a "Pan-American
international code of what shall con-

stitute fairness in trade," such a code

to be sustained by the nations and
peoples of the Western Hemisphere,

and interpreted and executed by a

Pan-American tribunal.

In 1920, the Pan-American Financial

Conference proposed the creation of

an inter-American tribunal for the

adjustment of questions of a commer-
cial or financial nature involving two
or more American countries, and the

determination of such questions by
law and equity.

The Court of Arbitration, organized

by the Conventions of the Hague of

1899 and 1907, and the Permanent
Court of International Justice, as

provided by Article 14 of the Covenant
of the League of Nations, include

provisions for the submission and
settlement of disputes between nations,

but it is very doubtful as to whether

the scope of these tribunals could be

extended to include commercial dis-

putes between nationals, or whether

their machinery and procedure would
be adapted to the litigation of such

disputes.

The only practical illustration of

such a tribunal is found in the opera-

tion of the commission established in

1902 for the purpose of administering

the Brussels Sugar Convention. This

treaty provided for the suppression of

direct and indirect bounties on the

production and exportation of sugar,

and the regulation of import duties.

It was signed by nine European coun-

tries and later joined by Peru, Russia,

Switzerland and Luxemburg. The
commission was in continuous and
successful operation for sixteen years,

or until the expiration of the treaty

in 1918. It appears to have proved

the efficacy of such machinery to

abolish and prevent evils in inter-

national trade which, by common
consent, are conceded to be harmful to

all the nations involved, but which are

beyond the ability of any one nation

alone to handle. The Sugar Commis-
sion pointed the way to a new form
of international body, along the lines

of economic investigation rather than

legal adjudication.

An International Trade
Commission

With experience pointing toward a

commission form of administration,

one's thoughts naturally turn to the

functions of the Federal Trade Com-
mission of the United States, and the

question arises as to whether its

procedure could be adapted to an
international trade commission which

would be practical and yet not cause a

surrender of sovereignty on the part

of those nations coming before the

commission.

Let us suppose an unfair practice

arising on the part of the business

interests of Italy against the business

interests in France, acting in contra-

vention of the definition of unfair

competition laid down by the Supreme
Court of the United States, and of

fair competition as I have hereinbefore

defined it.

Consider an international trade

commission sitting to hear complaints

and the charges of the Italian business

interests against the French lodged

with this commission. Certain lines

of procedure based upon informality

and quickness of action would be re-

quired in order to bring the question to

a speedy issue before the commission.

The commissioners in the supposed

case would, as in all cases, be drawn
from representatives of countries other

thanthose of the litigants appearing be-

fore the commission. Having heard the
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evidence, the commission would make
findings dismissing the complaint,

or finding those before it guilty and
setting forth in detail the practice

condemned. In the event that the

charges were sustained, the commis-
sion would draft a form of order re-

quiring those guilty to cease from the

practices complained of. The order

would be returned to the proper

authority of the nation in which those

chargeable were citizens for whatever
enforcement that nation might see fit

to make.
The publicity given to the findings

and the record made, would be so

revealing to the nations whose citizens

were being charged, that, undoubtedly,

it would have very much the same
effect as does the publicity given to an
order of the Federal Trade Commission
with respect to domestic business.

The history of our own country, as

well as of modern nations generally,

shows that once a whole people is

informed of and thoroughly under-

stands a political, social or economic
evil, it will sooner or later react against

it and set in motion forces for its elimi-

nation. Chiistian nations have in the

long run placed themselves on the side

of good morals, righteous principle and
a just cause, even though temporarily

influenced or dominated by corrupt

individuals or groups. I believe hu-

man experience has amply proved the

truth of the old Latin adage. Tandem
bona causa iriumphat—"The good
cause will triumph in the end."

Undoubtedly, it is the determination

of the facts by an independent non-

partisan body like the Federal Trade
Commission which has the salutary

effect, rather than the enforcement of

orders. Moreover, in order to stimu-

late an incentive for fair competition

such an international trade com-
mission could in its findings place upon
a roll of honor those who were found

in its investigations to have sought to

sustain the definition of fair competi-

tion and to have refused to enter into

unfair methods of competition.

Further Possibilities of the
Commission

To such powers and functions as I

have roughly outlined should be added
an investigatory force which could be
constantly gathering data of the

conditions of world trade. Through
the wireless and other means, it

could keep the ultimate consumers of

all the nations informed of the state

of the markets so that there could be,

to a great extent, an elimination of the

hazards of shipping goods into specu-

lative markets; and at the same time

the initial producer and the ultimate

consumer could be put on a parity with

the distributing forces of the world in

such a way that there could be no
manipulation of the world markets.

With the dual power of informing

the nations as to world situations and
needs, and at the same time stopping

unfair methods of competition, or trade

practices through their exposure to the

various nations of the world, the com-
mission could so open up and keep open
the channels of world trade that there

would be a free flow of commerce,
leaving the initial producers and the

ultimate consumers in a peaceful

state of mind and the markets of the

world stabilized in a way that would
minimize either famine or over-produc-

tion.

To bring all this about would be

no easy task. Undoubtedly, such a

commission would stagger and stumble

frequently, just as all other com-
missions have done, until they had
demonstrated their feasibility and
usefulness. There is, however, un-

questionably, a sufficient residuum in

the minds of men of every nation to

give suchan organization their support.
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in order at least, to move, if nothing

more, toward eliminating this greatest

cause of war from the international

arteries of trade.

My answer, then, to the question of

American cooperation in the security

of the industrial and financial situation

in Europe is in the aflSrmative. I

believe America owes it to herself and
to the rest of the world to become a

party to permanent plans looking to an
economic rehabilitation of Europe.

The fundamental motive, as I see it,

that should prompt us in shaping a

policy of that kind, arises out of the

fact that the nations of the world are

today linked together with one uni-

versal commimity of interest. Vital

interests of our own nation are inter-

woven too closely with those of Europe
to permit any permanent policy of

aloofness in world commerce.
Cooperation of this kind would not

mean entangling relations. It would

not mean a surrender of our own rights,

or a denial of America's lofty ideals and
aspirations. It would \ye responsive to

the assertions of the other nations that

in our position, as the leading industrial

and commercial nation of the world,

there rests upon us the sacred duty of

rendering a service to the world and
in a larger sense to humanity.

In this hour of stress the age-old

question is again being asked by
worn-out nations: "What good can

come out of the American Nazareth?"
My answer would be: Let America
blaze the path of human progress;

reestablish and purify the one tie

that binds together all of the peoples

of the earth—international commerce
and trade—^by basing it on the rock

foundation of good faith and justice,

and giving it propulsion by practical

machinery which will make it effective.

The Interdependence of the United States and
Europe

By Fred I. Kent
New York City, Vice-President, Bankers Trust Company

A]MERICA can cooperate in the re-

habihtation of Europe actively or

passively, whichever way she may
elect. But she will have to choose one
method or the other. Try as she may
America cannot ignore Europe, even if

she chooses a passive part. Such
passivity, if attempted, would mean a
tremendous struggle, far more difficult

for our country to live through than
our nation as a whole comprehends.
It might easily result in a struggle for

our very life as a people.

The active cooperation of America
in the rehabilitation of Europe, oq the
contrary, would undoubtedly result in

such an acceleration in the recovery of

world-trade, with all of its blessings to

the people of every nation, that we
soon might not realize that we were in

any struggle at all. The only difference

in effect between America's active or

passive cooperation would be the

element of time before world recovery

—time which might mean generations,

but which would, in reahty, be time

measured by human suffering.

If we believe that the prevention of

human suffering should be under-

taken by those who find themselves in

position to do so, we must believe in

the active cooperation of America with
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Europe in the present crisis. Should

we be of a mind to ignore human
suffering, we may hold that American
aid is not indispensable to European
rehabilitation, for time will cure the

trouble in the end no matter what we
do. If we are selfishly inclined, how-
ever, we must bear in mind that if we
do not exercise every means within

our power to restore Europe to sanity,

we shall not escape without misery and
unhappiness in the United States.

War means killing, stealing and
destruction. In the World War, with

millions upon millions of individuals

engaged in such pursuits, and many
times as many millions wishing them
success in such work, it was inevitable

that the right to live, the right to

property and the right to liberty

consistent with the rights of others,

should lose their values in the minds of

the multitudes. Added to such degen-

eracy of mentality were the nervous

strain of the war and the privations

suffered by millions because of it,

all together making for a reduced

morale that can be overcome only by
time. Recovery, too, is delayed be-

cause such a mental condition is

fertile ground for the words of the

false prophet, and the radical agitator

has had a willing audience. As the

minds of men recover their balance,

such teachings will lose their force,

except among the very ignorant.

The Disturbed Morale

Of the warring nations, the United
States suffered the least, and when we
stop to realize how seriously the

mental atmosphere in America has

been affected, we can readily under-

stand how much more difficult it is

for the European nations to re-

cover their mental balance. Probably
the Congressional Record shows more
clearly than any other source what
mental chaos has existed in the United

States. Common sense seems to be

playing a stronger and stronger part,

however, and the mental atmosphere
of the United States is gradually

clearing. The influence of this develop-

ment is certain to be felt in Europe,
even though, unfortunately, its action

is slowed up by statements, made for

home-consumption, by politicians who
ought to know better, that when
quoted in foreign newspapers are very
misleading as to America's attitude

and understanding. If American poli-

ticians would be a little more careful

of the feelings of foreign peoples, such
care would go a long way toward
helping to bring about a better inter-

national understanding.

Before America can actively help

Europe we must be able clearly to

separate causes from effects. The
causes are only two: the destruction of

morale, as shown in the world-wide

dishonesty and selfishness, and the

destruction of things physical. The
effects are many, the most important

being an unequal world-trade, followed

by trade barriers and a disruption of

the foreign exchanges, and a tremen-

dous individual and governmental

waste, followed by unbalanced govern-

mental budgets and inflation.

The greatest difficulty in the way of

the restoration of those things physical

which were destroyed, lies in the state

of the world morale. It takes credit

for construction, and credit without

honesty is impossible. We can prob-

ably understand more clearly Europe's

need for us if it is first expressed in

terms of our need for Europe.

Whether the economic rehabilitation

of Europe is necessary to the people of

the United States of America, is

entirely dependent upon their attitude

toward life. To such of our people as

are content to live an animal life, a
mere existence from birth to death,

without thought or desire beyond
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satisfying the physical craving of the

moment, Europe is no necessity. The
conveniences of living which particu-

larly make for cleanliness of mind and

body and opportunity for study and

development, play no real part in the

lives of such people. As long as

America can keep them in common
food and supply shelter for their

mindless bodies, the rest of the world

has no meaning to them, nor do they

need it. But where can you find such

people in America? Do they exist

anywhere in the whole wide world? Is

it conceivable that the offspring of

any people without the divine life

spark could rise above the clay of their

forefathers or pass on to future genera-

tions that which they themselves

never possessed ? From out of the most
stupid peoples of the earth, now and
again, have come great minds which

have caused waves of increased in-

telligence to spread over many nations.

Unless the germ of the desire for

knowledge and progress lay within

such peoples, no prophets could have

been bom among them.

Progress and National Intercourse

In order that we may grow, our-

selves, and increase our understanding

of all those things which go to make
for beauty and real happiness in the

world, we must exchange our resoiu-ces

and the products of our constructive

genius with those of the men of other

nations; otherwise, we not only lose in

comfort and efficiency ourselves, but

we fail to understand perfectly the

minds and art of other men. Although

man seems to learn from the experi-

ences of others very little that has to do
with conduct in life, yet with all things

scientific we make progress only as we
build upon the past and the present.

Man's span of life is not sufficient to

enable him to make discoveries or

inventions of moment without the

accumulated knowledge of generations,

together with an understanding of the

current discoveries of other men in his

own line of work.

Since intercourse between nations

has been accelerated through the

inventions of modern times that have
to do with transportation and com-
munication, the development of science

has moved forward in leaps and bounds
and much is now understandable to

the child that was hidden to the man
even among our forefathers in America.

With all our progress in the United
States we can still learn much from the

older nations: integrity of trading,

from one; art, from another; science,

from a third, and something of many
things from each. Our trade and inter-

course with Europe must be kept up
if each generation is to move forward

in its development. While trade is

apparently merely an exchange of

surplus commodities between those

who produce or control them for the

primary purpose of making a living,

yet actually it serves to make life

worthwhile. Increase in the conven-

ience of living is not necessarily of the

nature of luxury, although it may
partake of that, but its real good lies

in the increase in efficiency of human
effort which it induces and makes
possible. The electric light is a con-

venience and undoubtedly a luxury,

but its real value lies in its efficiency.

The same is true of the telephone, the

steam engine, the automobile and all

other labor-saving devices. Increase

in the efficiency of men enables them
to work better while they work, and
gives them more time for mental devel-

opment.

Since the War, due to increased

plant capacity and better methods of

production, the United States can

produce far more of many things than

its citizens can use or consume. If it

would give work to its people and
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produce such surplus it must be able

to exchange it for the surplus of other

peoples.

America needs Europe, which means
that every American citizen needs

Em-ope. We need Europe in order

that we may grow mentally and
physically through the exchange of

ideas and the exchange of commodities.

For the same reason, every country in

the world requires Europe, and as the

people of the United States are depend-

ent upon other countries which in

tvu*n need the trade of Europe for their

better development, it might be said

that arbitrage of dependency takes its

place before the arbitrage of trade and
exchange.

The world needs the buying power
of Europe created through the produc-

tion of Europe. It can have such

buying power only when Europe is

again able to produce a surplus of

things that the world requires. Before

this is possible the scars of war must
begin to heal, national hatreds must
be dissipated, devasted regions must be

rebuilt, faltering nations must be

revived, false teachings must be cor-

rected, wasteful habits must be cur-

tailed, unsound financing must be

stopped, and there must be economic
and political peace.

A little detail may be helpful to a

better understanding of these general

statements.

Interdependence of Trade

Formerly, Russia used to purchase

tea from China and India. Since the

destruction of the buying power of

Russia by the Bolshevists, such pur-

chases have been so curtailed that

China and India have lost a part of

their buying power. This has re-

sulted in a smaller demand upon the

cotton mills of England for the cotton

manufactures that China and India

ordinarilyimportedfrom Great Britain,

which, in turn, decreased the require-

ments of England for American cotton.

This reduced the purchasing power of

the cotton farmers of the South and
seriously affected the domestic trade of

the United States in every line where
such farmers were wont to buy, a
consequence which again lessened the

purchasing power of such interests, etc.

etc. The original circle was completed
through importations from Russia by
Great Britain, some direct and some
through Germany. Another interest-

ing chain affecting cotton was the

purchase of glassware from Czechoslo-

vakia by India, which sold jute to

Great Britain to obtain the sterhng

exchange necessary to make payment
to Czechoslovakia which, in turn,

bought, with the proceeds, cotton in

the British market that Great Britain

had imported from the United States.

Again, Germany bought furs from
Russia which she paid for by exports of

cotton cloth made from cotton bought
in the United States with the proceeds

of the sale of the Russian furs in this

country. It would be possible to recite

for hours similar instances, many cover-

ing four or five countries in different

parts of the world. While it is not, of

course, claimed that the direct proceeds

of exchange received in each case were
used exactly as stated, yet in principle

they were, because exchange is drawn
from what might be called pooled

balances and the curtailment of trade

unquestionably developed partly along

these lines.

Often we hear the thought expressed

that the United States should sell

direct to every country in order to

obtain the exchange necessary to pay
for the things which it requires from
each country. If it were possible to

work out such a scheme, it would
represent a tremendous waste to the

world and would result in a greater

cost to us of the things that we buy.
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Such methods would represent a return

to barter on a huge scale, with all of its

needless friction and waste—methods
that civilization discarded long ago,

except when needed to meet emergen-

cies. Different peoples are eflBcient in

different ways : some, in the production

of food or raw material; others, in the

manufacture of special articles byhand,
by machinery, or by combination, and
others, in distribution and accounting

or, in other words, transportation and
trading. Such differences in eflficiency

are due to climate and natural re-

sources of countries, and temperament
and character of peoples. Raw ma-
terials of many kinds, which can be

obtained only from certain countries,

enter into the original manufacture of

many things and they must be brought

together along lines of least resistance

which include efficiency of peoples in

their manufacture and also ease of

distribution to the points of manufac-

ture and of demand.
Compatability of nationalities also

has a great deal to do with efficiency

in trade. The only reason why the

United States should try to do all of its

trading direct would be that of selfish-

ness, and yet from the very standpoint

of selfishness we should not interfere

with the arbitrage of trade where it

exists along the lines of least resistence.

It is because of this fact that, when
governments, on accoimt of wars or

of so-called social reasons, step in and
try to bring into the control of a few
individuals the countless points of

contact in trade that have been de-

veloped between millions of persons

from their striving to make a living for

themselves, ultimate disaster is sure to

follow. The world is now passing

through just such a period and a great

part of the present trade difficulties are

due to governmental intervention,

because of the War, which took trade

out of the hands of experts and put it

in the control of politicians. From the

so-called social reasons for govern-

ment's going out of its province to take

over the business of its citizens, we
have before us the spectacle of Russia,

a country of vast resources utterly

ruined and its people starving to

death by the millions. Just how far

these terrible lessons will go toward
preventing their repetition depends

upon what the world has learned from
them—and that no man knows.

Dependence on Imports

What would the life of Americans
be without imports from other nations.

From imports our table is supplied with

sugar, coffee, tea, cocoa, fruits, nuts,

fish and many other things of almost

daily consumption. Our bodies are

clothed with woolens, linens, silks,

laces, furs and many little conveniences

made from rubber, vegetable ivory,

hair and imported hides, tannin and
other commodities. Our houses are

supplied with furniture made from
mahogany and other imported woods,

with carpets, rugs, mattings, glassware,

china, paintings, books and an innu-

merable number of small conveniences

and works of art. Our means of com-
munication and transportation for both

business and pleasure depend upon
importations that go into parts of

our locomotives, automobiles, trucks,

tractors, and telegraph and telephone

systems. Rubber alone enters into

our daily life from morning until night

in many forms, such as tires for auto-

mobiles and trucks, hose for airbrakes,

fire prevention and conveyance of liq-

uids in manufacture, insulation for

electric power and light, cable service,

telephone and telegraph, rubber shoes,

coats, gloves, surgical supplies, fountain

pens, washers, parts in typewriters and

a great many other articles in constant

use. Our roads are paved with im-

ported asphalt. Our string, rope, bags
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and bagging used on farms and in our

factories, shops and homes are made
from imports of fibre and textile

grasses and their manufactures, whose

total import value constantly exceeds

$100,000,000 annually. Our imports

include chemicals, drugs and dyes to

the amount of nearly $200,000,000 a

year and tremendous values in tobacco,

mineral and vegetable oils, copper, tin

and asbestos, and, for our farmers,

fertilizers and seeds. Every American,

no matter what his position in life may
be, is benefited by our imports for the

length and breadth of his days. When
Europe does not supply our imports

directly or indirectly she buys them
herself from the countries of their

origin, thus forcing quantitative pro-

duction, with its saving of waste, and,

at the same time, increasing the pur-

chasing power of other nations.

For all of these wonderful conven-

iences in livingwe paywiththe products
of our cotton and grain farms, our

mines and our great manufacturies,

and our people find employment and
opportunity for happiness. Again, we
may truthfully say that every Ameri-

can, no matter what his position in life

may be, is benefited by our export trade

in a very great way.

The rehabilitation of Europe, then,

is necessary to America. Is America

necessary to the rehabilitation of

Europe?
In the first place, Europe needs

America in order that her people may
grow in efficiency, ability and in-

telligence, even as America needs

Europe. But how can America aid

Europe to take her proper part in

trade with America again, a recovery

which is the essential thing for both

since it leads to all else that is of

value in the intercourse between

nations?

First, what does Europe require in

order to secure her rehabilitation?

1. A better morale.

2. The elimination of class and national

enmities and hatreds.

3. Such peace agreements among the

nations as will bring about a reduction of

armies and their cost of maintenance.

4. Broad commercial treaties between
the European nations themselves.

5. A reduction in governmental waste
and the balancing of budgets.

6. The stoppage of inflation through
issuance of paper currency and continuing

increases in governmental floating loans.

7. Settlement of the German reparations

on a positive basis of payment that can and
will be lived up to.

8. Settlement of the inter-allied in-

debtedness, as to what part, if any, shall

be cancelled and how payment shall be

made.
9. Elimination of the Russian menace.

10. A general return to sound business

practice and increased production which in

connection with satisfactory progress in

the other requirements will serve to stabilize

the exchanges, bring the countries of

Europe back to a gold basis and reestablish

the trade of the world.

Second, what can America do to aid

in the rehabilitation of Europe?

1. Set a good example through the

exercise of common sense and honesty:

(a) By continuing to reduce our own
governmental waste with every force

which can be brought to bear.

(b) By defeating the bonus raid on
the United States Treasury and con-

centrating our expenditure for our

soldiers toward the relief and rehabilita-

tion of disabled veterans and the ex-

tension of opportunity for vocational

training and land settlement.

(c) By considering contemplated legis-

lation from the standpoint of the good

of the country as a whole as opposed

to the desires of classes or groups for

special privileges.

(d) By confining the activities of

government to the judicial regulation

of those things necessary to protect

the rights of all the people and not be

led by false prophets into governmental

operation of any kind whatsoever.
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(e) By the greatest possible co-

operation between capital and labor

along lines aimed to increase produc-

tion and decrease discontent.

(f) By exercising the full force of

the law toward the curtailment of

crime of every nature.

2. Recognize our responsibilities to other

nations:

(a) By keeping our Congressional

Record and public press free, insofar as it

is possible, from statements unfair to

other p)eoples.

(b) By negotiating commercial treaties

of a reciprocal nature with other coun-

tries as rapidly as conditions allow.

(c) By the appointment of American
representatives upon the Reparation
Commission, so that we may be in posi-

tion to do our legitimate part toward
protecting the rights of all concerned.

(d) By positively refusing to recognize

or even consider recognition of the

Soviet Government of Russia until it

represents the Russian people and is so

reconstituted as to carry honesty of

purpose and recognition of obligations

and the rights of all men.

(1) ^Vhile taking such position in

regard to Russia with the utmost pos-

itiveness at the same time to show our
desire and willingness to cooperatewith
Russia when it can be done without in

any way stamping our approval on dis-

honesty and the abuse of every principle
of right that has been recognized by
men throughout the generations,

(e) By the cancellation, after obtaining

proper agreements, of such part of the
indebtedness of the Allies to the United
States as was spent for guns, munitions,
war material, food for soldiers, or for any
other purpose which went directly into

the maelstrom of war and so served to
protect the lives of American boys. (It

is estimated that such percentage would
be anywhere from 60 per cent to 70
per cent.)

(1) Before agreeing to such cancella-

tion, to obtain from the representatives

of foreign governments, on the basis

of cooperation with them, agreements
as to the balancing of their budgets,

the curtailment of inflation and the

elimination of governmental waste
whenever justified.

(2) Require payment of the balance
of the indebtedness of the Allies as it

represents expenditure for civil or

constructive purposes and so should be
paid for the good of all nations, in

order that the integrity of govern-

mental obligations may be maintained.

(3) Arrange definite dates of pay-
ment and interest charges on such
portion of the loans to the Allies as

payment is to be required.

(f) By endeavoring to negotiate a
banking loan to Germany which shall be
prior to reparations at maturity if called

upon by the Allies in their interest to do
so on that basis.

(g) By encouraging American in-

vestments in high class European in-

dustrial undertakings, when sufficient

progress towards stable conditions in

Europe has been made to warrant our
doing so.

As time goes on, new opportunities

to play a very real part in the re-

habilitation of Europe will develop and
America must be ever ready to accept
them. Even with the most intelligent

cooperation on the part of America,
the house of Europe cannot be made
perfect in a day. It is necessary that
we realize the depth of the wound of

the world and that we be patient,

broadminded and fair. Let us strive

so to live in this great country of peace
and plenty that our influence and our
wealth may carry faith, hope and
material aid to the peoples of every
struggling land until their lives are

once again filled with comfort and
happiness.
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America's Cooperation in European Rehabilitation

Primarily Dependent on Europe

By James Speyer
Speyer and Company, New York City

1TAKE it for granted, that by
America's cooperation, is not meant

political or military cooperation, un-

conditional or contingent, because

every one knows that our people have

expressed, on that subject, very de-

cided views, which later developments

have not tended to modify. By
cooperation, therefore, I assume, is

meant American financial and eco-

nomic assistance.

We are naturally concerned in the

improvement of conditions abroad,

inasmuch as we are a buyer and seller

on a large scale ininternationalmarkets,

and are interested in outlets for our

great natural resources, surplus crops

and increasing output of manufactured

goods. The importance of foreign

commerce to us should not, however, be

exaggerated. Our entire foreign trade

before the War is estimated at about

10 per cent of our total trade, and it is

doubtful whether, with Europe im-

poverished by the War, our foreign

commerce for some time could be

relatively as important as before the

War. We are not dependent upon
foreign markets for feeding our popula-

tion or for keeping our industries

fairly well occupied. Undoubtedly,

foreign commerce materially enhances

our prosperity, and for this reason, if

for no other, we followwith sympathetic

interest every effort or suggestion

for better trade conditions abroad

which might result in increased pur-

chasing power of Europe . This should

not, however, justify us in embarking

upon any scheme of European co-

operation which involves unnecessary

entanglements for us.

Cooperation in Europe, First Step

European nations have made some
progress towards recovery since the

War and their history after previous

wars justifies the belief that, even if

left entirely to themselves, they, with

their man power, resources, industrial

training and colonial possessions will

work out, in time, their own salvation,

provided they work together as part-

ners in the common enterprise of

Europe's rehabilitation.

Any effort on our part towards this

end must prove abortive, until the

European nations, among themselves,

actually give proof of that real co-

operation, which, unfortunately, seems

lacking today. Apparently some na-

tions do not yet desire, or at least are

not making a determined effort, to

rehabilitate their neighbors. As a

well-known Englishman has said,

every country is trying to collect from

every other, without paying what it

owes to any other. After having

"waged war" for four years, these

nations have ever since been "waging

peace." This is not an exaggerated

statement in view of what has been

going on at Genoa.

Only small beginnings have been

made at revision of the peace treaties,

which cut up Central Europe into new
entities, regardless of long-established

economic relationships and units. The
practical exclusion of Russia and the

insistence on an indemnity from Ger-

many, which Mr. Keynes and other

independent experts consider beyond

her capacity to pay, remain the greatest

stumbling blocks to rehabilitation, and
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these can be removed only by the

European nations themselves.

Great Britain is the country in

Europe that first realized the impor-

tance of balancing her owii budget and
paying her debts and of the political

and economic problems confronting the

world. Her representatives are also

seeking in a spirit of fairness and

common sense, which is their charac-

teristic, to convince other nations that

jealousies and hatreds must he put

aside in the endeavor to restore normal

conditions and international trade.

Let us hope these ideas will in time

prevail and find expression through

mutual accommodation and greater

good will.

American Good Will

In the meantime, America has given

abundant expression of good will

towards Europe. I do not wish to

discuss here the help extended in

altruistic spirit to the sufiFering nations

diu'ing the War and since, both by our

government and by Americans as

individuals, and particularly through

the Quaker organization, or to draw up
a balance sheet for moral obligations

between Europe and ourselves. Un-
fortunately, however, one thing stands

out, namely, that American modera-

tion and unselfishness throughout this

period, and particidarly at Versailles,

have not been taken as an example by
European statesmen generally. This

has caused keen disappointment among
our people and some reluctance to

cooperate.

Some efforts are still being made by
auto-suggestion, or otherwise, to have
it appear that somehow we ought to

cancel the debts which foreign nations

owe to us. At times, the argument is

based on moral grounds and, again,

on the inability of Eiu-opean countries

to pay. . I do not claim to be an expert

in any of these matters. Some time

ago. Senator Owen, on returning from
a trip to Europe, expressed the opinion

that our foreign debtors would be well

able to pay in full. There is every

reason, however, why our government
should not be too exacting and why it

should adjust both interest and time

of payment in a liberal spirit and in

accordance with the financial circum-

stances of each debtor nation.

There are other steps which oiu*

government might take in order to

help Europe. As has been urged by
others, private property seized by our

government as a war measure should

be restored to the owners for productive

and stimulating use. Our mercantile

marine should be put in a position to

help in quickening commercial inter-

course.

One thing, it seems to me, our

government should not do at this time,

and that is, raise a tariff wall against

the importation of goods from Europe.

To do so would necessarily retard the

rehabilitation of Europe and reduce the

ability of Em-opean nations to purchase

in our markets. A prohibitive tariff is,

therefore, not in our mutual interests.

Cooperation through American
Capital

While direct assistance and coopera-

tion on the part of our government
must necessarily be limited, there is no
reason whycooperation through private

eflPort along established lines should not

continue on an increasing scale. I

refer, particularly, to the granting of

credit by our banks and bankers, and
the purchase of foreign securities by
investors. This is a practical business,

and a very effective way to improve
trade and exchange for countries

deserving help, and does not com-
promise the financial position of oiu*

government or its just claims against

foreign nations.

It would add to our contribution
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towards European recovery, if, before

placing large European loans in this

country, our bankers would carefully

examine the security offered, and dis-

criminate against nations which are not

making a real effort towards rehabili-

tation by balancing their budgets

through decreased expenditures and

increased taxes, and, particularly,

against nations which are likely to use,

directly or indirectly, moneys obtained

from us, or money due and not paid to

us, for maintaining large standing

armies and navies, which will always be

a menace to the peace of the world.

Lesson of the Civil War
In conclusion: It is just about sixty

years since this country was engaged

in civil war which left the South,

particularly, without resources and
more prostrate than any part of Europe
is today, and the whole country with a

depreciated currency, British, Dutch
and German investors then saw their

opportunity, and contributed capital

to build our railroads and develop our

natural resources. While the situation

is, of course, not strictly parallel, we

might well profit by their example.

European nations, too, might profit by
the example of what we did ourselves

after our Civil War. The great

majority of our people. North and
South, went to work with a will and
with the determination to forget and
forgive. I take the liberty of reminding

European nations of the words of

Lincoln: "With malice towards none,

with charity for all, " and of the words

of General Grant, after victory, "Let
us have peace." If European nations

will act toward one another in the

spirit of these great Americans, they

will find America more ready than ever

to cooperate with Europe in a large and
generous American way.
While our cooperation would be

very valuable, it is not indispensable to

the rehabilitation of Europe, nor is the

rehabilitation of Europe indispensable

to our progress; both would be materi-

ally aided and hastened by cooperation.

In our efforts at cooperation, we must
naturally put America first, but in

doing so, Europe will find, as President

Harding has said, that "America first,

does not mean America selfish."

America's Co'operation a Prerequisite to European
Rehabilitation

By Silas H. Strawn
President of the Illinois Bar Association ^

THE people of the United States

have three interests in Europe,

each of equal importance. We are de-

sirous (1) that peace shall prevail; (2)

that some disposition shall be made of

the debts which the European countries

owe us, and (3) that our foreign trade

^ Mr. Strawn was a member of the Chamber
of Commerce Committee which went to Central

Em'ope last summer to make a thorough study of

conditions there.—C. L. K. Editor.

13

shall be preserved and promoted.

These subjects are also of vital interest

to the European nations. Let us con-

sider them in the order named.

Peace

We must have peace. No argument
is necessary to demonstrate the truth

of this proposition. Law and order,

and confidence in the stability of

government, are conditions precedent
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to a normal economic life. No nation

can be rehabilitated until its people

cease to think about war and about

aggressions upon their neighbors.

It would seem to be the policy of the

United States, for the present at least,

not to become involved in European
political controversies or to help

police European nations against each

other. France will never forget the

fact that, as a condition precedent to

waiving her contention for a buflFer

state between her eastern frontier and
Germany, our representatives at Ver-

sailles agreed (1) that the United

States would be party signatory to the

treaty; (2) that it would become a

member of the League of Nations, and

(3) that it would join with Great

Britain in a separate assurance of aid

against another unprovoked attack by
(Jermany. Not one of these agree-

ments did we ratify.

In accordance with the terms of the

Armistice, our army, together with the

armies of Great Britain, France and
Belgium, occupied the Rhine territory.

The purpose of this occupation was to

prevent the renewal ofwax byGermany
and to insure her disarmament and the

payment of the indemnities.

At the end of the War the hatred of

the French people by the German
people was equaled only by the fear of

the Germans by the French. The in-

tensity of that feeling has continued

to the present day. This together with
the chaos in Russia, makes the re-

habilitation of Europe difficult indeed.

Both the Germans and the French
have confidence in the disinterested-

ness and fairness of our forces. That
their remaining on the Rhine is not
only agreeable to, but desired by, the
Germans and French, as well as the
British, is evidenced by their recent

joint and several requests. The pres-

ence of our troops in Germany is a
most mollifying influence for peace.

The fact that our soldiers are on the

Rhine indicates to our allies, and to

Germany as well, a desire on the part

of our government, in so far as it

consistently can, to help in adjusting

the troubles resulting from the great

cataclysm in which we participated.

Although three and a half years have

elapsed since the Armistice, peace does

not obtain in Europe. It will not

prevail until the hatred between

Germany and France is destroyed;

until France has the assurance of her

late allies, some or all of them, that

they will come to her aid against an-

other unprovoked attack by Germany;
until France is satisfied that Germany
is paying, or at least is doing her ut-

most to pay, the reparations fixed by
the Reparations Commission, and until

Grermany and Russia are again con-

sidered among the family of nations.

France demands the maximum of

reparations with the minimum of in-

dustrial recovery in Germany. France

must be convinced this is an economic

impossibility—she may know it now.

Germany, on the other hand, must
be told by someone that she must be-

stir herself and demonstrate what she

can do toward paying her obliga-

tions—that she cannot continue to

"stall," if I may use the language of

the "ring."

The Disposition of the Debts

Ever since the War we have heard

bold assertions that the debts should

be collected, and some have gone so far

as to declare that our allies are able

to pay them. No one, however, has

as yet devised a satisfactory plan as to

when and how they shall be paid. The
subject is most controversial. All

agree that the financial and economic

affairs of Europe are sick, but by no

one has a lasting cure been prescribed.

The more we consider the matter, the

more complicated does the problem



America's Cooperation Prerequisite 179

become. Although the United States

is to receive nothing from the Repara-

tions Fund, she is vitally interested in

the subject. It is inextricably involved

with our allied debts. For the purposes

of this discussion, however, I shall refer

only to the debts.

International debts can be paid in

three ways : (1) in gold, (2) in goods or

service, and (3) by the sale of securities.

Inasmuch as we have 40 per cent of

the entire stock of gold in the world

available for monetary purposes, the

European nations cannot pay the debts

in gold. For the purpose of the

illustration, let us assume that each of

our allies had enough gold to pay the

debts due us. The debts owed to the

United States, to Great Britain and
France, respectively, are shown in the

table below.

The Inteb-alued Debts

A
Principal and Interest owing from Great

Britain, France, Italy and Belgium, to the

United States:

Great Britain $4,675,492,101.23

France 3,716,514,527.47

Italy 1,850,313,782.97

Belgium 420,263,997.55

Total from these $10,662,584,409 . 32

Total due from all

other nations $666,696,822.05

B
Debts due from her Allies and Dominions to

Great Britain, to March 31, 1921. (Converted

from pounds sterling at pre-war rate of 4.86)

Dominions $699,840,000

, Russia 2,728,404,000

France 2,707,020,000

Italy 3,217,248,000

Belgium:

(a) War 458,784,000

(b) Reconstruction. 43,740,000

Serbia 107,406,000

Portugal, Routuania,

Greece and other allies 321,732,000

Relief 81,162,000

Total $10,365,336,000

C
Loans to Foreign Governments by France to

June 30, 1921.

(Converted from francs at pre-war rate of 5.18)

Belgium $584,300,000

Czechoslovakia 106,000,000

Esthonia 2,222,000

Georgia 38,500

Greece 177,200,000

Italy 9,450,000

Latvia 2,220,000

Lithunia 1,158,000

Montenegro 2,500,000

Poland - 208,800,000

Roumania 213,000,000

Russia 1,111,000,000

Serbia 300,000,000

Total $2,717,888,500

Assuming that the world's stock of

gold for monetary purposes is not in

excess of $10,000,000,000, the figures

in the table opposite show that the

debts of the Allies to us alone are in

excess of the present available gold

stocks. It is therefore impossible for

the Allies to pay in gold even the in-

terest upon the debts due the United
States.

One of the great diflSculties in

Europe today is the depleted stock of

gold reserves. Further depletion by
payment of debts due us would dis-

astrously affect European rehabilita-

tion.

France owes the United States

$3,700,000,000; she owes Great Brit-

ain $2,700,000,000. Italy owes us

$1,850,000,000; she owes Great Brit-

ain $3,200,000,000. Belgium owes us

$420,000,000; she owes Great Britain

$500,000,000. While France owes
Great Britain $2,700,000,000, she

loaned almost the same amount to

other countries on the side of the

Allies. France advanced to Russia

more than $1,000,000,000 and to Bel-

gium $500,000,000. Great Britain ad-

vanced to Russia $2,700,000,000.

Who is to be paid first? Shall

France pay us before she pays Great
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Britain? Shall Italy pay us before

she pays Great Britain or France?

Shall Great Britain collect her debt

from France and then pay us? Shall

Belgium pay us before she pays

France? Or how shall the payments

be made? Who thinks that all or any

of these European countries will pay

us all of our debts before they pay
their neighbors anything? Who shall

say we are a preferred creditor?

A study of the imports and exports

of the allied countries for the years

1910 to 1914 inclusive, and 1919 and
1920, will reveal the inability of these

countries to build up trade balances

in this country to meet their obligation

to us. All the allied countries save

Cuba, Greece and Serbia, show an

unfavorable balance of trade with the

United States during the period in-

dicated. It is unreasonable to expect

our principal allied debtors to build up
gold credits in the United States by a

favorable balance in direct visible

trade with this country sufficient to

pay even the interest on their debts.

But assuming these debtor countries

did build up these credit balances in

this country, then it would be neces-

sary to secure from taxation or other

governmental revenue sources, the

means to buy the exchange from the

exporters having the credit balances

with which to pay these debts.

But this is not the time to discuss

the payment of the debts. We make
the point that they can never be paid,

without our active cooperation with

the debtors.

Consideringthe fact that the budgets

of all debtor countries, except Great

Britain, show large deficits, it is ob-

vious our allied debtors could not pay
now, even though the trade balances

were here. A financial rehabilitation

of Europe requires our cooperation.

No European nation can even start

toward the payment of its debts until

it ceases to inflate its currency; until

it at least attempts to balance its

budget, and until it gets on a produc-

tion basis. The prosperity of the

United States, as well as of every na-

tion in Europe, requires a compliance

with these conditions.

Assuming an earnest effort is made
by the European nations to stabilize

their exchange and balance their

budgets by effective systems of taxa-

tion, we come next to the question of

foreign trade. This involves a con-

sideration of international relations

more complex than any questions of

trade and finance that have even been

undertaken. It necessarily requires

the participation of the United States.

To refrain from participating in such

an undertaking would mean that we
must give up any hope not only of

collecting our foreign debts, but also of

being hereafter any considerable factor

in the world's commerce.

Our Foreign Trade

It has been frequently stated that

this country is the richest and most
diversified in resources on earth, and
that the percentage of our foreign to

our domestic trade is so small that we
can entirely isolate ourselves from the

rest of the world and prosper by living

"on our own." We hear even the

great statemen in Congress voice the

popular slogan, "America for Ameri-

cans." Where is America?
In 1898 as the result of the Spanish

War we found ourselves possessed of

the Philippines, Guam, Porto Rico

and a protectorate over Cuba. In the

same year the Hawaiian Islands be-

came a territory of the United States

by act of Congress. Since then we
have acquired rights in, or protecto-

rates over, Samoa, Panama, Santa

Domingo and Haiti and as late as 1917

we bought the Virgin Islands. Not
counting Cuba, these acquisitions total
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280,000 square miles of territory with

18,000,000 people. The distance from

the Virgin Islands to the Philippines is

more than half way round the earth.

And yet we hear we are not a world-

nation !

In considering the subject assigned

us, let us ignore any moral responsibil-

ity to aid in settling the world-con-

troversy in which we participated.

Let us, for the moment, disregard the

possibility of another World War,
unless we help settle this one. Let us

not contemplate getting into another

war, or our inability to keep out of the

last one, and let us confine ourselves

strictly to the text. Let us consider

the present situation solely upon the

basis of our own selfish interests with

regard to the ability or inability of the

European nations to rehabilitate them-
selves without our cooperation.

During the past fifty years, and more
intensively during the last thirty, the

productivity of the industrial nations

of the world has increased enormously.

Especially is this true of Great

Britain, Germany, Japan and the

United States. This industrial growth

was made possible only by a corre-

sponding expansion of markets. The
necessity for foreign markets was, and
is, more vital to the European na-

tions and to Japan than to the United

States. However, for many years

prior to the War it became apparent

that the continuous development and
prosperity of our industries necessi-

tated a constant enlargement of foreign

markets and increase of our foreign

trade.

Foreign Trade Development

From 1880 to 1914 our exports of

manufactures increased from about 15

per cent to 47 per cent of our total

exports. During the same period the

percentage of our combined exports of

raw materials and food products

decreased from 85 per cent to 53 per

cent.

For the fiscal year ending June 30,

1920, the percentages of the quantities

exported to total production in this

country of tobacco, copper, cotton,

wheat and pork were respectively

45.6 per cent, 39.3 per cent, 32 per cent,

21.1 per cent and 17.5 per cent. Our
average exportation of cotton for the

fiscal years 1910 to 1914 was 8,840,000

bales.

For the fiscal year ending June 30,

1921, we exported 293,268,000 bushels

of wheat, or 37 per cent of the total

crop; and for the year 1920, of our

total crop of cotton of 12,987,000

bales, we exported 5,409,000 bales, or

42 per cent.

Every day ships leave our ports,

carrying in their holds the products

of our agriculture and manufacturers

consigned to every civilized country

under the sun. Returning, these same
ships bring back to us raw materials

or manufactured goods which we can-

not produce at all or else in quantities

insufficient to satisfy our needs, such

as petroleum, manganese, quebracho,

rubber, nickel , tin, silk, clothing, woolen

cloth, twine, canvas, flax, linen, lace,

jute, sisal, chicle, cocoanut oil, coffee,

tea, coca, sugar, rice, spices, platinum,

vanadium, and a vast number of other

commodities too numerous to mention.

More than one-third of the people of

the United States live upon farms or

are dependent upon agriculture. Their

prosperity depends not so much upon
the amount which theyproduce as upon
the price which they receive for their

products. While to a certain extent

the price is influenced by domestic

demand, the foreign demand is the

determining factor. This is as true of

the United States as it is of Great

Britain or any other large producing

country.

In proportion to the reduction of the
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price of farm products, is the purchas-

ing power of the farmer diminished.

The inability of the farmer to buy
ramifies through every industry. It

affects the manufacturers of steel,

farm machinery, automobiles, ma-
chines, leather paints, building ma-
terial, glass, clothing and every article

of human consumption.

For a hundred years our whole

economic development has been ad-

justed to meet a continuously in-

creasing foreign trade. On account of

the War the productivity of our in-

dustries was enlarged to such an extent

that it has been authoritatively stated

we can now turn out as much manu-
factured products in seven months as

we could turn out in twelve months be-

fore the War. To persuade our manu-
facturers to gear down the machine to

pre-war capacity seems quite impos-

sible.

We cannot isolate ourselves. An
abandonment of our foreign trade

would result in an economic panic in

this country the like of which has never

been experienced.

Rehabilitation and Foreign Trade

What direct relation has our foreign

trade to European rehabilitation?

The reduced purchasing power of

the European nations directly affects

the foreign demand for our products

raw and manufactured. It is said

that the buying power of more than

300,000,000 people in Europe is re-

duced to 25 per cent of what it was
before the War.
Any diminution in foreign demand

for the large percentage of the crop of

our cotton which yearly goes abroad
adversely affects all of the cotton

growing territory and the prosperity

of 30,000,000 of our people living in

the southern states. At the same time
it deprives the people of England, of

Grermany, of Poland and of every other

European country engaged in the

manufacture of cotton goods, of the

opportunity to work and to earn the

money with which to live and to pay
their debts and taxes. Cotton is the

clothing worn by countless millions.

So long as the European nations, by
reason of their chaotic industrial and
financial conditions, are unable to

purchase our raw materials or to

produce commodities required by us,

their prosperity as well as ours must
wane.

While our prosperity demands a

favorable balance of trade, it is equally

true that the maintenance of a large

volume of imports by us is as essential

to our progress as is the maintenance

of a large volume of exports. The
European nations cannot continue to

purchase our goods unless we purchase

theirs. They cannot purchase our raw
materials unless they have credit.

They cannot establish credit until their

debts are adjusted. They must put

their own "houses in order," but we
must cooperate with them to that end.^1

The business men of the United"

States probably could readjust our

industrial machinery to a production

basis below the pre-war level. They
could confine themselves to the de-

velopment of our domestic trade. But
they never will do it. If they did, it

would result in the most destructive

competition ever seen.

The responsibility of solving the

great international economic questions

now confronting the world and the

restoration of normal conditions of

trade and finance, rests, not upon the

governments, but upon the people,

upon the business men and bankers of

the various nations. Practical men
who have spent years of intensive

study in the building up of business and

financial institutions know best how
to restore the world's economic bal-

ance. Political leaders must bring
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about confidence in the stability of

the governments of the European
nations, but the real work of rehabili-

tation must be done by the people.

The efficiency of the government of

any country depends upon the intelli-

gence and vision of its people.

For years business organizations

have been a part of the national life

of every European country. Each
important business center in Europe

has such an organization. During the

last fifteen years the business men of

this country have realized the efficacy

of business association. The Chamber
of Commerce of the United States is

a splendid national organization.

The International Chamber of Com-
merce, with a membership of twenty-

two countries, is exerting a great in-

fluence on the European situation.

Through its instrumentality business

men of all countries may come to-

gether and agree as to policies to be

pursued by their governments, and
then exert their influence on the gov-

ernment to secure results. In addition,

plans to improve world conditions

may be conceived and carried through

without governmental action.

The reports of the Genoa Confer-

ence indicate that the European

economic situation is critical. It is

apparent that the European countries

cannot start the machinery to make
the world function again as a going con-

cern without our cooperation. Their

attempt to settle the economic troubles

of Europe at Genoa without our
presence is as futile as to try to

rearrange or adjust the affairs of an
individual bankrupt in the absence

of his chief creditor. When and where
we shall engage in another conference

with the European nations, and where
and on what terms we shall recognize

Russia as a nation may be left to the

judgment of our President and his

cabinet—^to such strong, courageous

and patriotic men as Secretaries

Hughes, Hoover and Mellon.

It is the function of organizations

like the American Academy of Politi-

cal and Social Science to do what the

Academy is now .trying to do—edu-

cate the people of this country to think

internationally, so that when Congress

may be asked to authorize the par-

ticipation of the United States in the

solution of international problems, the

members of our national legislature

may think and act as becomes the

representatives of the richest and most

progressive country on earth.

Is American Cooperation Necessary for

European Rehabilitation?

By Edward A. Filene
President, William Filene's Sons Company, Boston, Director, International Chamber of Commerce

THE answer to this question is

"yes." If the rehabilitation of

Europe is to come within the present

generation, if new wars are to be
avoided and we are to have a stabilized

world during our lifetime, it seems

clear that American cooperation is

indispensable.

One who understands the problems

that have for some weeks been under

discussion at Genoa can hardly doubt

that if three years ago we had seen the

actual needs of the situation, as great

numbers of us see them now, and had
then whole-heartedly assumed the

responsibilities for that part of the
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rebuilding of civilization that belongs

to this great people, the entire world-

situation would be different from what
it now is and much more satisfactory.

If even now we can begin to deal in

sane vision and courage with these

problems, Europe can be placed on her

feet at no distant day and the situation

saved both for her and for us.

If we present-day Americans, how-
ever, prove unable to see how essential

it is, both for Europe and for ourselves,

that we cooperate in this rehabilitation,

then will it nevertheless come about,

but not in this generation. And even

when it comes, it will be without our

help, honor or profit. Mr. Lloyd
George has a faculty of succeeding

when all others think he will fail. It

may be that he will succeed at Genoa
and even now create an association of

European nations which will bring

about rehabilitation without our aid.

But if this is accomplished, it will be

hardly less than a miracle.

Even if the European nations now
assembled at Genoa ^ should be able to

achieve enough harmony to sign a

ten-year pact not to disturb the peace,

yet I do not believe that such an agree-

ment will furnish a sufficiently strong

guaranty for the future without the

participation of the United States. I

do not mean that without us Europe
will go immediately and utterly to

pieces. Civilizations do not disappear

in that way. I have little doubt that

after a few generations more of war
and increasingly unbearable taxes and
revolutions there will come a reaction

which will establish international law,

backed by the sanction of all the

European nations. It will come by
very reason of the unbearableness of

the situation. This reign of law as a

substitute for war will gradually suc-

^ This paper was written before the conclu-

sion, of the Genoa Conference.—C. L. K.,

Editor.

ceed even without our cooperation.

But it is certain that such a recovery

will be considerably postponed—prob-

ably long postponed—^through our
continued aloofness.

European Turmoil a Natural
Result of War

Three years have now elapsed since

the conclusion of the Great War,
which, to use Premier Clemenceau's
phrase, deserved "a great peace."

What are the results? If we face the

facts squarely, we must admit that

the nations are not yet at peace; that

though military operations have, for

the moment, ceased, yet economic
warfare, which is a breeder of war, still

goes on. There is a mutual distrust

everywhere and in every nation a desire

to be prepared for a future contest.

Deplorable as such a situation is, it

is not one that ought to surprise or

puzzle us. What is happening in

Europe is inevitable and, on the whole,

simple. Given certain premises, it is

relatively easy to foresee what trend

events must take. To do so, one does
not need to be a prophet or the son of a
prophet. As far back as 1917, in an
article published on May 27 of that

year, I said:

Suppose this war is ended by a con-

ventional treaty and that no other way is

left open to settle future disputes. Then
not only will the nations of Europe be
compelled to face their tremendously '

burdensome war debts, but they will alsoal
be obliged to keep up their armaments on a *

!

scale that the present war has taught them
to be necessary in international clashes.

It is probably conservative to say that this

means that the peace-time expenditure

for armies and navies will be at least

double what it was before the War.

1

We now learn that, whereas the
combined armies of Germany and
Austria-Hungary numbered before 1913
only about a million men, the combined

41
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armies of France, Poland and the

Little Entente today number almost

two million. We also learn that,

despite the Washington Conference,

the naval expenditures of Great Britain,

the United States and Japan are not

less than they were before 1914.

After returning from a study trip

to Europe last summer, during which I

visited nine countries and conferred

with the leaders of all classes in each,

I said in an article published on No-
vember 27 last in the New York World:

We now witness an economic war in

process, with increasing hatreds between

nations—a situation full of peril to Europe,

destructive to the economic well-being and

possibilities of peace of the whole world, and
all because of a hopeless attempt to get on a

"defensive war" footing, when every eco-

nomic consideration points to the wisdom
and necessity of a sound business footing.

And since last fall the situation has

not much improved.

On April 26, addressing the as-

sembled press representatives at Genoa,

Mr. Lloyd George, the British Prime
Minister, compared Europe to seething

racial lava, which, like the earth's

crust, was seeking a proper level.

This adjustment, he said, was full of

peril. In his opinion the disorganiza-

tion of Europe would affect the entire

world, including the United States.

"We must realize," he said, "that

Europe is not on good terms and that

storms are now arising with which we
must deal. We had hoped that the end
of the War meant the end of brute

force, but unless Europe's problems are

solved there is no assurance that force

has given way to right."

Genoa Conference an Attempt to
Solve Europe's Political

Problems

It was to solve these problems that

the conference at Genoa was called.

I believe it is a mistake to criticize that

conference, as has been done, for being

political rather than economic. In the

World article of last fall I wrote,

"There are political adjustments that

must precede the economic adjust-

ments; but the economic adjustments

must be understood in order to make
the political adjustments possible."

Secretary Hughes emphasized this

same point when he characterized the

Genoa program as political rather than
economic.

In order to make the economic ad-

justments possible, the European
states must first come to some degree

of mutual understanding. There must
be a return of confidence before there

can be a restoration of trade. When
you wish to start a business concern

you organize your company, adopt a

charter and by-laws and elect your

officers and directors, before you issue

stock or begin actual operations. It is

the same with Eiu'ope. Its component

states must first come to a political

agreement before they can achieve

economic cooperation.

Proposal of a Ten-Year Truce

What is the program at Genoa? In

brief, it is, first of all, an agreement not

to fight, at least not for ten years, and

an agreement to talk things over before

resorting to force. In general, the

problem before the European states

today is similar to that before the

thirteen American colonies at the close

of the War for Independence. There is,

however, this difference; that, whereas

the thirteen colonies had fought side by

side against the same enemy, the

European states have been fighting

each other. It took several years to

frame the American Constitution and

several more to get it ratified by the

required majority of states. The
European situation, being much more

complex and difficult, cannot reason-
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ably be expected to clarify itself im-

mediately.

Whether such an agreement not to

violate the national borders for at least

ten years, as now established, would

keep the peace or not it is difficult to

predict. At any rate it would be a

beginning. But, in the long run, the

people of Europe, as well as of the

United States, will realize that there is

only one permanent substitute for war
as a means of settling international

disputes. And that substitute is a

court that would deal with them
according to international law. Just

as one of the functions of the Supreme
Court of the United States is to settle

differences between the states, in case

of disputes between them, so the

states of the world must have an
international court in whose integrity

all have confidence. Now the question

arises whether such a court could

succeed without the support and back-

ing of the United States, the nation

with the greatest material resources in

the world.

"America could exercise an in-

fluence no other could command,"
said Mr. Lloyd George, when ad-

dressing the assembled press represent-

atives at Genoa. "She could come
here free and disentangled and with

the prestige which comes from her

independent position. She would come
with the voice of peace. But America
is not here; so Europe must do her best

to solve her problems in her own way."

Absence of America a Source
OF Peril

Already the absence of the United
States from the League and conferences

of the nations has been the cause of

many of the immediate dangers to

peace. This absence has made in-

operative those international tribunals

that, would adjudge peaceably the

disputes that now threaten to flare up

into war. The lack of American
cooperation is the chief reason why
France has been obliged to base her

German policyon fear of attack. Twice
within the memory of men now living,

France has been attacked by Germany
and has suffered grievously. The
Treaty of Versailles was based on
American participation with the Allies,

and since that support was suddenly

withdrawn, France has had to keep

her men under arms instead of setting

them to work at economic reconstruc-

tion. This reconstruction, if under-

taken, would, in turn, have improved
our own business conditions. Fear of a
new attack makes the French govern-

ment unstable unless it panders to

this fear, instead of doing the un-

dramatic, burdensome things necessary

for rehabilitation. In France, as in

other countries, the party in opposition

uses these fears that possess and domi-

nate the public mind, to unseat the

government. When Premier Briand

tried to be conciliatory he had to

resign because he could not allay this

haunting dread of another invasion,

which American cooperation alone

could banish.

American Aloofness Makes for
German-Russian Alllvnce

Indirectly, our absence is the cause

of despair in Germany. Without an

adequate guaranty of safety, France

cannot afford to let Germany revive

economically. A Germany strong in-

dustriallymeans a Grermanypotentially

strong militarily. So, while France

insists on a strict enforcement of the

Treaty of Versailles, Germany sees

nothing but economic subjugation

ahead. This is the fundamental reason

why she has turned to Russia, the only

country that will be both able and
willing to supply her steadily with raw
materials and a continuous market for

her manufactured goods. A rap

i
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prochement between the two coun-

tries has been certain, since the refusal

of the United States to grant aguaranty

of safety to France has driven that

country, through terror, to a strict

enforcement of the Versailles treaty.

An agreement with Russia thus

becomes Germany's only recourse. As
long ago as October 14, 1920, I

made the following statement : "Sooner
or later there will be some kind of

understanding between Germany and
Russia. If there is, and Germany is a

red and revolutionary Germany, the

world will have to arm itself to defend

the principles of democratic govern-

ment againstBolshevism and anarchy."

The present Germany has given abun-

dant evidences that it does not want
to become revolutionary; but if the

present impasse continues, if living

conditions continue to become worse

and there is little hope for the future,

then the extreme left wing of radicals,

who expressed such joy at a public

demonstration in Berlin when the

Russo-German trade pact was an-

nounced from Genoa, may combine a

revolutionary Germany with a Bol-

shevist Russia. If this comes to pass,

all of the other powerful nations will

have to combine to form a counter-

balance. During our own lifetime and
possibly for another generation we
shall have a world of growing arma-
ments and war, while taxes, becoming
ever more and more unbearable,

will, in turn, make for radicalism and
revolution everywhere.

"Defensive War Footing" in the
Balkans

In the Balkans there is another

danger spot, where the lack of an
international tribunal with the power
of the United States behind it, forces

each little country to get on a "defen-

sive war footing " when every economic
consideration points to the wisdom of

and necessity for a sound business

footing. Since even the best trained

soldiers are of little use, unless backed
up with a modern industrial organiza-

tion to supply them with material,

nation after nation is reaching out to

secure such an organization. Instead

of developing along its normal and
profitable channels, it must make
itself a forced, hothouse, industrial

concern, even though as an agricultural

country it ought to be a land of plenty.

Of course the dread is that of being

defenseless against the possible sudden
onslaught of an even smaller nation

which is industrially prepared for war.

It is for this purpose that economic
barriers, such as high protective tariffs

and political barriers to trade, are

built up between nations that are

really economically interdependent.

Such economic wars are but real wars

in their infancy. But as economic
distress under such conditions is bound
to continue, there is danger of forma-

tion in the Balkans of the long talked

of Panslavic Union. Under the tute-

lage of a revolutionary Russia this

would include a threateningly large

part of Europe and great portions of

Asia. It is this possibility that Mr.
Lloyd George undoubtedly had in

mind when, before going to Genoa, he

pictured to the House of Commons the

scene of western Europe overrun by
revolutionary hordes from the East.

If this should come to pass, how long

would the United States remain im-

mune?

America Might Have Prevented
Mohammedan Uprising

Another great danger to peace is the

recent uprising of the Asiatic races,

which, if Europe and our own United

States remain divided and weak, is

bound to become a menace in ever

greater and greater degree. There is

trouble brewing, not only in India, but
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in Egypt, Morocco, Arabia, Persia and

in Central Asia, where the Bolshevist

movement joins hands with Pan-

Mohammedanism. In my judgment,

and in that of many very much better

students of world-conditions than I,

this Mohammedan revolt, which

threatens primarily England, but in

reality all of her allies, would not have

occurred had not our own cooperation

been lacking. Under the League of

Nations therewould have been a chance

for international adjudication of such

troubles and such adjudication, in

view of the confidence these peoples

had in the leadership of the United

States, would have forestalled the

avalanche that now threatens.

Already one of the chief results of the

Peace Treaty, the expulsion of the

Turk from Europe, which would have
made it possible for Russia to reach

warm water by peaceful means, has

been lost. Until Russia gets such an
outlet we shall forever be faced with

the danger of another war. You can-

not bottle up an empire like that

without incurring the danger of an
explosion. The makeshift settlement

of the Armenian question, which we
have recently witnessed, cannot help

causing future troubles, unless we get

into a combination that is strong

enough to give full justice and pro-

tection to this cruelly abused race.

Risks of Non-Participation in

World-Problems

A lifetime or a generation is only a
split second on the clock of progress

and to the historian of two or three

hundred years hence it will make
little difference whether the substitu-

tion of international law for warfare

takes place in our generation or two or

three generations hence, but to us and
to our children the difference will be a
basic one.

For our immediate interest, and for

the welfare of the next generation, the

risks of delay in the rehabilitation of

Europe are too great to be properly

incurred. As a matter of fact, I think

that Europe will be rehabilitated and
that it will be done with our aid. As
long as we do not give our aid, do not

assume the responsibilities that are

necessary for a return of confidence,

good times will not be restored in our

own country; we shall not be able to

put our unemployed to work, or make
reasonable profits in our businesses.

No country can be self-sufficient and
ours is no exception.

Our producing ability, as now organ-

ized, is greater than our capacity to

consume, and without markets for our

surplus products we shall be forced into

a long period of adjusting our output

to a greatly limited home market,

which will bring years of over-competi-

tion, super-competition that will de-

stroy profits and cause unemployment,
a constantly lowering standard of

living, and labor troubles on a large

scale. Nor can we economically manu-
facture everything we need, no matter

to what heights the tariff walls are

raised. Moreover, by remaining iso-

lated we shall inevitably raise through-

out the world a spirit of anti-American-

ism, which will injure us for a long

time to come.

Entrance to International Court
THE Next Step

Not only will such a course work to

our material disadvantage, but, unless

we assume the responsibilities for

Europe that our duty demands, we
shall not satisfy the conscience of the

nation. But we shall not stand out-

side. We shall soon be doing our duty

to Europe and the rest of the world.

This nation is founded on faith in law

and there is no substitute for war as a

means of settling international ques-

tions except law. The practical next
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step in ourefiFective assistance ofEurope
is to help institute this new regime of

law and order by backing the interna-

tional court which has already been or-

ganized atTheHague andonwhichthere
is already serving a leading American
jurist most experienced in international

law. The overwhelming sentiment of

this country is in favor of such a court.

No irreconcilables can stop the Amer-
ican people from getting behind it, once

the issue is put clearly before them.

Both of the major parties are pledged to

support it through their platforms,

adopted and reiterated when in power
and out of power.

All that is best in the American
people, all their business judgment, all

their sense of justice, all their idealism,

all that they have learned of the horrors

of war, all their dead and maimed and
crippled, the thousands of those still

suffering in the hospitals from disease

and wounds, will together make an
irresistible force that will demand
American cooperation in European
rehabilitation. Against such a force

misunderstanding, prejudice, and even
mistaken party loyalty, will not long

avail. We shall then, under the urge

of the knowledge that American co-

operation is necessary for the rehabili-

tation of Europe, act once more with
the sincerity, enthusiasm and effective-

ness that characterized our participa-

tion in the War.



Democracy, Foreign Policy and the Split Personality

of the Modern Statesman

By Walter Lippmann
Member of the Editorial Staff of the New York World, New York

WE have all of us noticed with

some dismay a tendency of

statesmen towards what psychiatrists

call split personality. I am not

referring, of course, to the kind of

double life, often exploited in melo-

drama, where the official is a paragon

of virtue in public, while in private he

leads a life of shame. In fact, it is my
experience that this view is quite

misleading, though you will encounter

it in the most advanced intellectual

circles. There you will still find it

believed that if only the public knew
the whole truth about public men, it

would be a very dark truth indeed.

That there is a dark truth about

most public men I am convinced.

Nothing seems to me more certain

than that most of them are leading

dark, illicit and subterranean lives of

moderation and reason. They flaunt

their vices to the public; they shiver

and quake at the thought that some
indiscreet joiuTialist will expose them
to the world as men of virtue and
common sense. I can think at this

moment of several leading politicians

in Washington who would rather be
whipped than have it known how
sound are their views on the bonus,

the tariflF, the inter-allied debts and
the League of Nations. A journalist

could do them no greater injury than
to repeat things which would convince

the majority of their audience that

these public men were worthy of the

utmost confidence.

This sort of thing is world-wide, as

almost anyone can testify who knows,
for example, the difference between
what the statesmen at Paris were

accustomed to say in confidence,

especially at breakfast, and what they

gave forth in speeches to their con-

stituents. Those of you who have

been in the European capitals recently,

and have talked with cabinet ministers

and party leaders must have had the

same experience. You must have been

struck with a sense of how very much
greater is the measure of agreement as

to what is sane, than anyone would

ever suspect from public speeches and
public actions. We have had striking

evidence of this quite recently. For a

few days at Genoa M. Barthou was in

actual agreement with Mr. Lloyd

(Jeorge, and it was not until he had
been summoned back to Paris and
trounced in the press that he remem-
bered that these public exhibitions of

ordinary private common sense are

not as yet permissible. There is very

little doubt that if you could lock all

the prime ministers of Europe in a

sound-proof room, their real views

would soon show an amount of agree-

ment that their public utterances

never reveal.

The Journalist and the New
Diplomacy

The split personality of the modem
statesman is an almost daily experience

in the life of a journalist. You find

yourself dealing with two sets of facts

and opinions: the private facts and
opinions of the great man, and the

public version of those facts and opin-

ions which the great man feels called

upon to maintain. And as a journalist

you must help him maintain the pub-

lic version on penalty of losing his

190
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confidence: that is to say on penalty

of not learning privately what he pri-

vately believes.

For example, you write an editorial

urging a party leader not to deceive

his constituents by telling them they

are about to receive large instalments

of interest on the war debts. The next

day his friend Jim calls you on the

phone and assures you that the great

man is quite sound on the debt

question. Jim has talked to him and
the great man is nobody's fool. Get
that straight. So don't be excited

about it. Keep cool. The people

aren't ready for that sort of thing yet;

but the great man is leading them on
slowly, step by step, towards the

appalling and dazzling truth. When
will he tell them the truth? Ah, that

depends. If things go well and if

impatient journalists don't stir up
the opposition prematurely, the time
will come when the truth will be told.

And, in the meantime, is it not better

to have the great man remain where
he is, with his soimd views on this

great question, than to let him be

turned out by someone who will not

only do just what he is doing, but will

also believe in doing it?

When this sort of thing happens
once, you are angry. When it happens
under all sorts of circumstances you
realize that it is not simply a question

of personal integrity. You begin to

realize that you are feeling the effects

of a revolutionary change in the technic

of diplomacy. You are forced to

acknowledge, I think, that here is an
aspect of the transition from a diplo-

macy whichwas the private concern of a

small class of insiders to a diplomacy

which is compelled to satisfy the

fluctuating politics of a legislature and
the still vaguer sentiment of the coun-

try as a whole. The transition, to be
sure, is not complete, and probably it

will never in our time be carried to its

logical conclusion.

Much, indeed, that is meant to

seem like perfect obedience to popular

sentiment is in reality a carefully

stage-managed show. The so-called

plenary sessions of the various inter-

national congresses are a prime ex-

ample. These stately gatherings are a

concession to the ritual of democracy,
rather than decisive and executive

councils. Even more than in our

national party conventions, the things

which are publicly decided have been
privately decided beforehand.

Nevertheless, in the hotel rooms or

in the nearby villa, where decisions are

privately made, the negotiators are to

an unprecedented degree conscious of

opinion in the legislature and among
the voters in the dim distance. They
are continually aware of the fact that

if they guess wrong about their hench-

men or the rank and file, they will be

broken politically.

And yet these opinions which the

statesman is forever trying to estimate

are rarely a clear guide to the questions

before him. From the official point of

view they are danger signals, telling

him where he must not trespass at all,

where he may venture at his peril, and
where he must make a wide and
troublesome detour. All democratic

statesmen respect these signposts, or

they are ruined. They differ in their

reading of them. Some of them can

tell the difference between popular

taboos that are deeply foimded, and
taboos which are organized, publicity-

man bluff. Some statesmen cannot

tell the difference, and to them every

stray cat, every goat and every donkey
looks like a sacred cow.

Program of Contradiction

Allowing for personal differences

among statesmen, differences of cour-

age and interest in truth, we must
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note that almost without exception,

esjjecially in the realm of foreign

affairs, the modern statesman is caught

in a contradiction: he must defer to

the force of opinion because that is

where power resides; yet he must deal

with affairs in which public opinion is

only a very partial, and almost always

a merely negative guide to policy.

Soon he discovers that there is no pre-

established harmony between govern-

ment for the people and government
by the people. And his indulgence in

rhetoric, his evasions of the real issue,

his fright at plain speech, his descent

into florid abstraction is, in a very

large degree, the attempt to effect a

working compromise between that

which at the moment interests the

people, and that which he believes to

be in the interest of the people.

Between his guess at what the public

wishes and his own best judgment of

what the public needs, he generally

manages to split his personality into

two selves, neither of which is on
friendly terms with the other.

This great democratic difficulty be-

comes most apparent in international

relations, although samples of it are

only too evident within the national

boundaries. But at least in domestic

affairs the parties concerned sjjeak the

same language, have common habits

and more or less similar environments.

The other side, and the other aspects,

cannot be wholly dodged, and so they

receive some consideration. But in

foreign affairs the others concerned in

the business are fenced off, frequently

by a spike fence, each not only within

its own language and tradition but
within its own experience.

Almost inevitably, then, people see

the relation only as it affects them.
They see what this year's taxes will be

if interest on the inter-allied debt is not

paid. What next year's trade will be
if the interest is paid, they see less

easily, and what the peace of the world

will l)e if we insist on keeping European
budgets unbalanced, they see hardly

at all. They judge their own larger

interests as a nation, and their still

larger interests as members of the

human family, by those taxes, those

cheap Czechoslovakian wrist-watches,

by the default on these bonds, by that

bit of experience which has affected

them most painfully and vividly.

"No one," says William James,

"sees further into a generalization than

his own knowledge of detail extends."

And therefore, the same man, any man
almost, left to his own judgment, will

think nothing of demanding payment
of the debt to lighten his tax burden,

a prohibitive tariff against goods to

pay the debt in order to protect himself

against competition, and the open door

throughout the world to expand his

foreign trade. A public opinion resting

on no better foundation than immediate

experience is quite capable of insisting

on such a contradictory program.

And statesmen, bowing to what they

call the public will, are quite capable of

pretending that such a program of

contradictions is feasible. Only in

private will they tell you that, of

course, it is not feasible. But what
can they do about it? Public opinion

has decreed, and they must obey.

Importance of Real Leadership

But must they? Only on the un-

necessary assumption that their pres-

ence in public office is essential to the

safety of the republic, is it necessary

for public men to drift with the tides

of opinion. For how can opinion ever

arrive at a real view of a great inter-

national question if those on the

inside, if those in the know, spend

their time waiting for instructions

from those of us on the outside who
cannot possibly know? On que^ions

as complex as those awaiting settle-
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ment in the world today, it is utterly

impossible to rely on the mysterious

wisdom of the people. And any states-

man who pretends that he does rely on
it, or can, is trifling with questions of

life and death.

For since knowledge of these in-

tricate and far-reaching matters cannot

be obtained by consulting your con-

science or your sentiments about the

bonus or the income tax, the only

possible means by which democracy
can act successfully in foreign affairs

is access to the knowledge which the

insiders possess, because the sources of

information are in their hands. For
the executive in any democratic coun-

try to keep his knowledge a secret, and
then wait to act until public opinion

approximates what he secretly believes,

is absurd in theory and unworkable in

practice. It ends in drift, factionalism

and the deterioration of the standards

of public life.

The problems of the modern world

are puzzling enough without complicat-

ing them still further by permitting

our leaders to abdicate their leadership,

because they might be attacked and
lose votes. The best wisdom the in-

siders have may not be enough to save

European civilization from an era of

deep decay. But it would be intolerable

to think that we had not prevented

that decay because we declined to act

according to such lights as we have.

At least we might try, even at the risk

of the next Congressional election,

yes, even at the risk of defeating a few
senators, to have our leaders speak

their whole minds, and act on their own
full judgment of what the situation

requires.

It is this false obedience to an un-

directed and necessarily uninformed
public opinion which, to my thinking,

constitutes the greatest practical ob-

stacle to any constructive relation-

ship between the Old World and the

New.

Russian Rehabilitation a Prerequisite to World
Prosperity

By Captain Paxton Hibben^
Executive Secretary, American Committee for Relief of Russian Children, Formerly Secretary

of the Near East Relief Commission

PLEASE consider me merely an
eye-witness—an American eye-

witness—^who has observed conditions

in Europe, and especially in Russia,

today, and who can set before you no
more than the reflections that might
come to any of you after you had
personally visited and studied the
situation in Europe as it is now. It is

well, I think, to have the authoritative

statements of such distinguished gentle-

men as Their Excellencies, Dr. Step-

anek and Signor Quattrone. They
^ Author of Constantine I and the Greek People.

H

givethe point of view of their respective

countries. But it is well too, I feel, to

have the impressions of an American
who has viewed the problems of

Europe today with American eyes. It

is that that I offer you—nothing more.

It has become a habit of late to

assume that the return of peace to the

world, in so far as that consummation
devoutly to be desired depends upon
some practical international financial

settlement, is a question whose solu-

tion is impossible without the con-

currence of the United States, and.
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indeed, without some very considerable

concessions on the part of the United

States in respect to the foreign debts

due this country. This is, of course,

true in a certain measure. But in its

implications it is not universally true.

For the r61e played by Russia in the

matter of any settlement of Europe's

debts is far more vital than the r61e

played by the United States. We in

America are not, I take it, going to war
to collect what is coming to us, nor is

the theory tenable that certain nations,

or combinations of nations, may find

it good policy to go to war with us to

wipe off their financial slates. With
Russia, however, it is different. Na-
tions have already made war upon
Russia to collect what Russia is said

to owe. The danger of a repetition of

this international tactic is by no means
conjured. I believe, and I believe that

it may be proved, that France, for

example, has effected a tentative

partnership of nations with precisely

this object in view, should occasion

offer. The imsettled state of Russia's

relation to the European debt situation

offers, therefore, a possibility of war
which is not characteristic of the rela-

tion of the United States to the Euro-

pean debt situation.

America's Part in the Debt
Collection

America's part in this drama is not

so direct. It is, however, capital; for

it is by America's attitude towards
Russia that the extent of the danger of

further war as a means of debt collec-

tion may be limited. In a w^ord, if

the United States were to participate,

with other nations, in financial ar-

rangements looking to the economic
rehabilitation of Russia, and so of the

remainder of Europe, the danger of war
arising out of past Russian debts

would in all likelihood be laid. If not,

then war remains on the horizon as a

possible result of the European finan-

cial situation.

It is no good to say that world

public opinion would not permit a new
European war to collect debts. World
public opinion did not halt the Fretich

adventure of General Baron Wrangel,

nor has world public opinion restrained

the French from vitiating the Treaty

of Sevres by making nullifying ar-

rangements with the Turkish Nation-

alists. If and when Roumania and
Poland, for example, with French
backing, become ready to move against

Russia, world public opinion may be

adverse, but it will not stop the move.
Only one thing can render such a

contingency improbable, not by for-

bidding it, but by rendering it needless

—American recognition of Russia to an
extent which will permit of Russia's

securing sufficient credit in this coun-

try or elsewhere to enable her to effect

a real economic regeneration, and so

furnish her creditors with ground for

belief that some portions, at least, of

the sums claimed by them may yet be

paid. For what paralyzes economic

regeneration in Europe is the knowledge

(unadmitted but not the less real) that,

try as they may, for the Germans or

the Austrians or the Italians or the

French, or, indeed, most of the Euro-

pean countries which were engaged in

the late war, there is no possibility

whatever of a financial return to nor-

mal through the use of the energy and
the resources of the countries con-

cerned, alone. It is a homely simile

and one which may not be understood

by many Academy readers, but the

fact is that Europe today is like a

poker game at three o'clock in the

morning. The winners have taken

their winnings and gone home. The
kitty has absorbed the remaining

cash. The only thing left to play for is

the I. O. U. of the losers. Without
new funds in the game it is dead. But
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it is futile to say that under such

circumstances the game will break up.

No poker game in my experience ever

did, and I doubt if this great inter-

national poker game will, either.

Economic Possibilities in Russian
Resources

When in this simile I speak of new
funds that must be brought into the

game, I do not necessarily mean cash

loans or even credits. I mean new
resources, additional labor, the ma-
terial of reconstruction, in short. Now
the obvious country in position to

furnish these things to Europe is, of

course, Russia. With the materials of

reborn industry rendered available

from Russia, there is hope that the

European debt situation may find

solution. But, unhappily, the raw
materials of Russia are like ore in a

mine. Their value is undoubted. The
good that they will do towards the

rehabilitation of Europe is not ques-

tioned. But there must be an in-

vestment of capital in some sort of

mining machinery to get at this ore.

There must be an investment of capital

in the tools of industry, of agriculture

and above all of transportation, before

the ore of Russia's national wealth

can be made available for the factories

and the workshops of western Europe,

and the immense market of one hun-

dred and forty million people, lacking

every necessity and luxury of life,

opened to the trade of the world. And
it is precisely because Eiu-ope has not

this capital to advance to Russia, for

the common good both of Europe and
of Russia, that the European debt

situation is as insoluble a problem as

it is. Had Europe this capital available

in sums sufficient to begin the economic
reconstruction of Russia, I venture to

say that that event would wait upon
no Genoa. The capital required would

be in Russia new, as a private venture.

But the truth of the matter is that for

any comprehensive handling of the

entire problem of Russian reconstruc-

tion—and it is a problem that must be
handled whole or not at aU, to be
efficiently dealt with—^the only country

in the world disposing of sufficient

capital today is the United States.

And so, while the recovery of Europe
waits upon Russia, the key with which
the wealth of Russia may be milocked

is here in this country.

American Intransigeance

That is, after all, I take it, the

meaning of Genoa.^ It is not that the

solution of the problem of "the

economic reconstruction of Central

and Eastern Europe" (as the invitation

to Genoa phrased the purpose of the

Conference) may be found at Genoa;

but that there may be spread before

the American people and the American
government the terms upon which

Russia will participate in the economic

reconstruction of Europe in such a way,

Mr. Lloyd George hopes, as to induce

America to finance the enterprise of

recreating world-business and of ending

the menace of war by supplanting

conquest by industry, through getting

Russia back on her economic feet.

I am conscious that there are objec-

tions to this course in the minds of

many people in this country who have

become confused by the widespread,

malignant, propaganda against every-

thing connectedwiththe Soviet govern-

ment of Russia, which has been made
current in the United States through

the efforts of Mr. Boris Bakhmetieff

and his colleagues and friends in and

out of our State Department. I had
thought that recent revelations of facts

about Russia had about killed this

mischievous propaganda, but Mr.

Chester M. Wright has disabused my
* This article was written before the close of

the Genoa Conference.—Clyde L. King, Editor.
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mind of this hope. Mr. Wright,

representing Mr. Gompers, and claim-

ing to represent American I^abor,

repeats' every single one of the ex-

ploded propaganda tales about Russia

that have been current diu*ing the

past four years and that have served

the purpose of shoring up American
opposition to relations with Russia.

No; I am unjust. He did omit one

—

the fairy tale about the nationalization

of women he spared us; perhaps he

overlooked it. What I want to inter-

ject here is this: Neither Mr, Gompers
nor Mr. Wright, in their bitter hostility

to Russia represent American Labor.

I have just come from Chicago, where
I addressed the Amalgamated Cloth-

ing Workers of America in convention,

as I have spoken to similar gatherings

of labor about weekly since my return

from Russia. The Amalgamated Cloth-

ing Workers voted to raise and invest

one million dollars of the workers'

money in leasing factories in Russia

under the new economic policy of the

Russian government, to show the

Russian workers how to manufacture
clothing in the American way, and at

the same time to help the Russian
workers to meet the crying need for

clothing that now exists in Russia.

I respectively submit that this is a

constructive plan, in contradistinction

to the purely destructive views of Mr.
Gompers and Mr. Wright, whose
views depend, not upon conditions in

Russia at all, but uix)n the internal

policies of the American Federation of

Labor. And it is my opinion that the

great mass of labor in this coimtry is

sufficiently forward-looking to follow

the constructive lead of Sidney Hillman
and Joseph Schlossberg, of the Amal-
gamated Clothing Workers, not the

destructive lead of -Messrs. Gompers
and Weight and William English

* See page 76.

Walling in their attitude towards
Russia.

It is not material, after all, that

certain interested influences in the
United States still continue to spread

the hysterical propaganda of four years

ago about Russia. If what I tell you
does not coincide with these tales, I

can only explain it by the fact that my
ideas of conditions in Russia are based
on personal study of those conditions

in Russia, and therefore can scarcely be
expected to keep pace with the flights

of fancy of less restricted writers and
speakers on the subject.

But for this reason, if for no other,

it behooves us to examine the situation

here in this country to ascertain, if

possible, what stands in the way of a
solution of the whole European debt

problem through the advance of funds

by the United States, either directly

or indirectly, for the economic re-

habilitation of Russia, and so of

Europe as a whole. On broad general

lines this examination leads the in-

quirer to two men: Mr. Hughes and
Mr. Hoover. They are the backbone
of the opposition, not simply to politi-

cal recognition of the Russian gov-

ernment, but to any participation

whatever by the United States in

the economic regeneration of that

country.

Of the attitude of these two gentle-

men I know only what they themselves

have said. Mr. Hughes says that the

United States cannot recognize Russia

so long as the right of private property,

the sanctity of contract and the right

to what he is pleased to call "free

labor" are not recognized by the

Russian government in a manner
satisfactory to our government. Mr.
Hoover follows generally this same
line but, as an engineer who had en-

deavored to exploit properties in

Russia himself, 'lays particular stress

on recognition by Russia of the right



Russian Rehabilitation 197

of private contract, specifically labor

contracts.

The Obstacle of Property Rights

Now, of course, this is a bit like

requiring the United States to re-

establish negro slavery and abolish the

writ of habeas corpus. The Russians

have been at some pains to get rid of

the worst phases of landlordism and the

exploitation of the peasants by a sort

of peonage, which kept them continu-

ally impoverished and permanently

unfit for any sort of citizenship. They
have been through four and a half

years of hell to hquidate the treatment

of miUions of human beings as if they

were chattels. To assume that they

are now ready voluntarily to return to

those evils is grotesque. Of course

they will not, and any agreement their

representatives may sign to that effect

will be scarcely more binding on 140,-

000,000 Russian people, at last en-

franchised, than a hope.

But why this devotion to private

property rights on the part of our

government? Private property is by
no means one of the inalienable rights

of mankind which our Constitution

established, and in our legislation has

been, still is, and probably always will

be, subject to all sorts of limitations

imposed by that authority from which
alone private property rights spring,

namely, the government. If it pleased

the government of the United States to

aboHsh private property rights in

human slaves, it did so, and those who
claimed reimbursement, claimed in

vain. If it pleased us to render

valueless property rights in breweries

and distilleries, we did so, and for-

eign shareholders in these enterprises

whistled for their investments—or

became bootleggers. It is a function

of government, everywhere, to define

private property. When you say,

'*We will not recognize the Russian

government because it does not recog-

nize private property" you say in

effect, "We will not recognize the
Russian government because it is a
government, and exercises the function

of a government to define property

rights as it chooses."

Contract Rights

The same is true of contract rights.

To maintain anything else is logically

to say to Russia, "The only terms
upon which we will recognize your
government are that you abrogate

your functions as a government and
set us up as a sort of super-government

over you, empowered to define the

relations between our nationals and
yours." It is to say to Russia what
we said to Turkey and to China,

namely, "You are not a government,
so far as our nationals are concerned."

If that is the idea, well and good.

But let us say so, frankly. Let us not
pretend to a virtue which is based

upon a legal fallacy. We want Russia

as a field of exploitation, not as a free

member of the family of nations.

That is what Mr. Hughes means.
That is what Mr. Hoover means. Is

it what the American people mean?
And do they mean it, with all its

implications of war at no distant date

—and the basest of wars—a war for

money?
For I have tried to make it clear

that this American position of intransi-

geance towards the Russian state as

today constituted is not a matter

which concerns us alone. It involves

Europe. It concerns the whole world.

For the question of future peace in

the world—in so far as the peace may
be disturbed by such matters as

"reparations" and foreign debt ad-

justments (and I take it those are the

principal menaces to peace today)

—

depends primarily upon the ability of

all Europe, including Russia, to turn
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cannon into plowsliares, and to get to

work again. If Mr. Hughes and Mr.

Hoover really represent American opin-

ion in respect to Russia, then Mr.

IJoyd George is wasting his time at

Genoa, and the drama being staged

there for our benefit is being i)layed in

vain.

Political Nature of Genoa
Conference

For, in very crude terms, the Con-

ference at Genoa has already ceased to

be an effort to effect "the economic

reconstruction of Central and Eastern

Europe" and become an effort to

compel the Russian delegates to re-

nounce the Russian revolution. And,

in this effort, those who are leading the

political rather than the economic

struggle have been armed by two
things: (1) By Mr. Hughes' reiteration

on May 1 of his original position, that

the Russians must renounce such gains

of the revolution as may be in conflict

with our own individualistic concept of

the functions of a sovereign state, and

(2) by Mr. Hoover's refusal to make
his^-or rather our—relief of Russia

more than a stupendous dole for the

starving—his unwiUingness to accept

either the Nansen or any other plan of

relieving the destitute Russian people

by enabling them to secure in the

United States the tools of a reconstruc-

tion that would render a continuation

or a repetition of present famine

conditions improbable. Mr. Hoover,

for example, as head of the American
Relief Administration, has been most
outspoken in his complaints of the

alleged breakdown of the Russian

transportation system and of the

handicaps which the ancient rolling

stock of the Russian railways has

placed in the way of his relief program.

But Mr. Hoover, as Secretary of

Commerce, has not thro\\Ti the weight

of his influence to enable the Russian

government to secure a credit for the

purdiase in the United States of

locomotives and railway equij)ment to

remedy this situation. As with Mr.
Hughes, his position has l^een one of

complacent observation of the inexora-

ble process of destruction, driving

Russia farther and fartlier into the

mire of economic ruin, and thus post-

poning the economic regexieration of

Europe tlu-ough the opening of Russia

to world-trade again.

It is with full knowledge of this

attitude on the part of the two leading

political figures in the American Cabi-

net that those delegations at Genoa
which have sought most assiduously to

tiuTi the Conference into a political

rather than an economic convention,

have adopted a corresponding in-

transigeance towards Russia. The
effort has been disastrous to the pur-

pose of the Genoa Conference. To
assume that the Russian delegates are

empowered to, or would if they were so

empowered, repudiate the revolution

and accept nullification of what they

regard as the greatest forward step

humanity has taken since the French

revolution, is to be singularly bhnd to

what has taken place in Russia during

the past four years. It is there, after

all, that my testimony may be really

useful to you—a testimony based upon
personal observation.

The Fact of Revolution

Since the days when Ambassador
Francis' querulous dispatches com-
plained of the lack of savoir faire of the

new Russian government in the winter

of 1917-1918, there has been an extra-

ordinary disposition on the part of

people outside of Russia to pass over

the fact that a revolution has taken

place in that country. It is perhajjs not

altogether the fault of Mr. Hughes
that he does not see the Russian revo-

lution in it§ larger social aspects. We
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have come to be somewhat too familiar

with revolution as a mere method of

changing administration in Latin
American comitries to take revolution

seriously. It would be salutory to

return to the French Revolution for a
parallel, and to recall that confiscation

of private property was one of the
features of that upheaval; or to the
Mexican revolution, with its confisca-

tion of church property, and thus to

accustom ourselves to the idea that,

in the process of a revolution, the

established order does sometimes get

upset—and stay upset.

I seem to recall that, at a later date,

the French government, as a matter of

expediency not of principle, com-
promised the claims of foreign nationals

for confiscated property, for a small

part of the amount claimed; but I

remember very well that when I was
in the American Embassy in Russia at

the time of the Revolution of 1905,

claims of Americans for damages
suffered to their property during that

revolution were rejected by the im-
perial government of Russia, and we
accepted that rejection. As a matter
of expediency, not of principle, the
present Russian government is, and
has been all along, ready to recognize

the legitimate obligations of the former
Russian government—'which is more
than can be said of those European
powers whose hired armies invaded
southern Russia and laid it waste in

1919. Could you but see, as I have
seen, the wilful destruction, the im-
mense havoc wrought by the armies of

Denikin and Wrangel, it would seem
to you, I am sure, as it does to me, that

those who speak of reimbursement for

losses sustained in Russia, while ignor-

ing the losses sustained bythe Russians,
must either have their tongues in their

cheeks—or be indifferent to the verdict

of history on a spoliation so shameless.

If we in this country imagine for a

moment that the Russians do not
resent the damage caused by the
foreign-financed "White" armies, let

me disabuse your minds of the mis-
conception. If you think that the
humblest Russian peasant does not
know that there has been a revolution
in Russia—and is not glad of it—

I

assure you that you are in error.

The Truth About Russia

But this does not in the least mean
that any investment by foreign capital

in Russia is a dangerous business.

Indeed, it is precisely the contrary. So
far as future investments in Russia
are concerned, every step which may
reasonably be required has already
been taken. By the decree of Novem-
ber 23, 1920 (Laws of 1920, Article 421)
Russia has "guaranteed the property
of those holding concessions in Russia
against any sort of nationalization

requisition or confiscation, and has
given them various privileges which
will allow them to carry on their

business without interference." A
special decree of the Central Executive
Committee (Laws of 1921, Article 313)
"guarantees the fulfillment of lease

contracts and prescribes that they can
only be set aside by the courts"

—

as in this or any other country.

The "right of free labor" which so

exercises Mr. Hughes and Mr. Chester
M. Wright* has been guaranteed by a
whole series of laws in Russia, from
Article 188 of the Laws of 1921, which
frees labor from the requirement to

work for the state, to Article 323 of the

same year, proclaiming the freedom of

all workers to choose their own employ-
ment and to leave such employment
without special authorization—a free-

dom rather larger than our courts

sometimes allow labor in this country.

As for contracts, I quote: "In
general, all contracts, including those

* See page 74,
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to which the State is a party, are

binding and enforceable by law, and

any provision included in the contract

excluding the parties from resorting

to the courts, renders it invalid."

(Russian Information and Review, April

1, 1922, page 311).

These terms of ordinary guaranty

of rights of foreigners within Russia

have been found so satisfactory to

fourteen countries that they now have

full diplomatic missions in Russia;

five have trade delegations with quasi-

diplomatic functions; two have special

missions—this as of December 1,

1921. Why are they not satisfactory

to us?

America's Responsibility

I have tried to suggest that not only

does prosperity in Eiu-ope depend upon

Russia, but peace also. I beUeve that

many of the financial claims of Euro-

pean nations upon Russia are just,

and I know that Russia is ready to

hquidate them. I believe, also, that

many claims of Russia against the

Western powers for damages caused by
invasions of Russia, provoked and

financed by those powers, are as just as

was ever our own "Alabama" claim

against Great Britain. All of these

matters could and would be adjusted

readily enough, were anyone certain

that their adjustment would be fol-

lowed by a new era of production and
prosperity in all of Europe, including

Russia. But that depends upon us, in

this country, who hold the key to the

credit essential to any resumption of

industry in Russia, and so in Europe,

generally. None, it is true, can force

us to recognize Russia, or to lend

Russia the tools of economic regenera-

tion. But if we do not, if we stand

aside, all Europe is more than likely

to rush to a ruin in which we cannot be

unconcerned.

I can best close, I think, by quoting

Dr. R. Estcourt, in The Annalist of

May 1, 1922—a journal published by
the New York Times, and scarcely to

be termed radical. He says

:

Compromise is essential all aroimd.

What we have to recognize is that there is

a de facto and a de jure government in

Russia that has stood up against all comers

for nearly five years, while the law of

nations requires such conditions to exist

for only two years in order to command
diplomatic relations. It is therefore a mere
matter of form to certify that the existing

government is as much a recognizable

government as any that that country has

previously had, and is slightly less despotic.

Russians may have ideas as to internal

matters that are different from those we
cherish, but is there any country in the

world governed precisely like another?

What Can Be Done for Russia?

By Baron S. A. Korft
Former Vice-Goveraor of Finland, Professor of Political Science, School of Foreign Service,

Georgetown University, Washington, D. C.

suffering, but they do not see very well

how they can help. And I am sure

that for a Russian the situation is even

THERE are many intelligent and

educated Americanswho fret at the

imposed or seeming inactivity in the

Russian question. They feel that here

is a country, for which they have much
sympathy, that is in need and that is

worse, for it is a terrible feeling to know
that one's own countrymen are suffer-

ing and that one is seemingly unable to
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help them. We must remember, too,

how much has been tried—interven-

tion, blockade and all sorts of other

means, every one of which has failed

—

and I think we know, now, that they

had to fail.

There is a second cause of anxiety,

namely, the very clear idea that the

world now has of the meaning of the

elimination of Russia from the Euro-

pean markets. There can be no peace

in Europe without Russia. There is

everywhere a great shortage of the raw
materials and foodstuffs, that Russia

could furnish, and did furnish in former

days.

Then, there is a third cause of alarm

as to the future, and especially as to

the future relations of Russia to

Germany. I think the question of

reparations in that respect is the

simpler side of it. The moral and
political aspects are much more serious;

significant warning was given not so

very long ago in the treaty between

Germany and Russia. It has been

pointed out, and I think quite rightly,

that it is not the contents of the treaty

that alarmed the people of Europe: it

is the idea of these two countries

coming together and in the wrong way.

It was this realization that suddenly

dawned upon the people of Europe,

though probably many of them knew
of the danger of a possible monarchical

restoration. Let us take a step further

and mention the danger of a possible

vengeance on the part of a strong, res-

urrected Germany.
There used to be a fourth source of

nervousness; many powers were very

much afraid of the so-called Bolshevik

poison or Bolshevik contagion. I

think at present that anxiety has

somewhat abated, and for several

reasons: First of all, because people

realized that you cannot fight that

danger by force. Many have tried

it, but have always failed. You

cannot fight ideas by force or bullets.

Secondly, anxiety has weakened be-

cause it has been realized that the

danger depends on a country's own
internal conditions; a strong and
healthy social body can get rid of the

poison of Bolshevism just as our

physical body can prevent physical

disease; and then, thirdly, because

most intelligent people realize that the

experiment that was tried in Russia

failed, and had to fail; that the sys-

tem of communism as such did not

work.

Manner of Relief

What then can be done for Russia?

In whatway can the situation be saved?

I think it would be, to say the least,

naive to think that political recognition

of the present Russian government can

help in any way. I think that rec-

ognition alone cannot create better

conditions as long as the present

regime lasts. The question is, then:

first, how to help Russia; secondly,

how to assist the rest of Europe, and
thirdly, how to avoid any German
danger, if such exists. And I think

that all three are very intimately con-

nected. Russia needs Europe; Europe
needs Russia, and only in cooper-

ation can they avoid that outside

danger.

You can help Russia in several ways.

Of course, the simplest way is charity.

You go, as Americans do, into Russia

and give without ever expecting to

receive anything in return. That is

charity, pure and simple, and I take

this opportunity to mention the

wonderful piece of work the American

Relief Administration has done and is

doing. I have seen many men who
have come out of Russia—^Americans,

English, French and Russians—and I

can say that I did not hear one single

dissenting voice. Every one of them,

without exception witnesses to the
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eflScacy with which the work is being

carried on. That is certainly a re-

markable record and well appreciated

on the other side. I need not mention

the dimensions of the work. America
goes far ahead of any others. Where
America gives a million pounds Eng-
land gives a little less than one hundred
thousand pounds, about one-tenth of

.what America gives.

But it is not that way that you can

save the situation. Charity is a palli-

ative and always must remain such.

It is quite another question, as to how
one can assist in reestablishing the com-
mercial contact of Russia with the

outside world. That in turn can be

divided into two questions. The first

is, how to get the raw materials out of

Russia. I eliminate the export of

foodstuffs, because I think that for a

long period Russia will not be able to

export foodstuffs, as she herself is

starving. The second question is,

how to get into Russia the industrial

products, and, also, how to get in the

himian power, the men, the special-

ists, who can go in and work
there.

Russian Exports

At the present day something has

already been done in the way of exports

for a number of countries now get some
amount of raw materials out of Russia.

Scandinavia and especially Sweden,
I suppose, would stand in the first

place, for they are the nearest neigh-

bors. They were the first to start the

movement, and they get the pick of

the little that Russia can give. Then
come some of the Baltic States, the

Succession States on the south shore of

the Baltic Sea and Italy in the south,

with the other Slav States on the

western border and, finally, England,
getting the crumbs. This latter fact

is most remarkable in view of the agree-

ment that the English have concluded

with the Bolshevik government; the

results of the trade between Russia

and England on the whole are very

meagre and the British Foreign Office

is very chary of furnishing any relia-

ble returns or even of giving infor-

mation.

Commerce to be successful always

means that imports and exports in

some way balance, and that is where the

great difficulty of the present daycomes
in; such a balance does not exist. The
United States, for instance, is importing

from Russia without exporting. Eng-
land is trying to export without im-

porting, or importing very little.

Getting the industrial products into

the Russian market is very difficult.

Here again I would say that Scandi-

navia, and especially Sweden, has the

first place, because the Swedes are the

nearest neighbors and because they

were the first to try it. The second

place is taken by Germany; already

at the present date there is a very

well-established contact between the

two countries.

The following groups of Germans
go into Russia: first, the German
engineers. They are probably the

most welcome and the more of them
that will go to Russia, the better for

both countries. Germany has a sur-

plus that she does not need at the

present moment. Why should they

not go to help the Russians? The
same can be said of the commercial

travelers, who bring in the German
goods, but who come in, however, with

another idea, to prepare the markets,

to study the conditions for the future.

And they too, I think, must be very

welcome. Let them go to Russia.

It is the best scientific way of develop-

ing the Russian market. But behind

them come the officials. They are less

welcome, and with them comes a

stream of unemployed monarchists, of

whom Grermany has still very many.
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The German Russian Contact

Dr. Simons, the Foreign Minister of

Germany told the Reichstag just a

year ago in April: "We must turn our

faces towards the East for it is there

that we shall send our surplus of in-

tellectual and economical products."

The organization for carrying out such

a plan already exists.

Not long ago I had some letters

from Russia and to my amazement
the envelopes were stamped, "Gepiift,

Deutsche Vertretung in Russland." This

means that the German censor has con-

trol of the correspondence that goes

out from and into Russia. Now, such

things are not done without any
special purpose. Then too, some of

Germany's cleverest men, but un-

fortunately of the old regime, are

going into Russia, like the very well

known Admiral Hintze, one of the last

Foreign Secretaries of the German
Empire.

We had also another warning, in a

different direction. Sometime ago a

Russian Liberal (Nabokoff) was shot

and killed in Berlin at a public meeting,

and we know now that it was the deed

of the Russian reactionaries there, who
are in close contact and cooperation

with the German reactionaries and

1^ monarchists. If we consider that sit-

vm uation, I think we can say that the

pres^ent German government honestly

and sincerely wants to pay off its

obligations. They will do their very

best to meet a difficult situation, but
they themselves are not very firm in

the saddle, and there is the great

danger. If that organization in Rus-
sia, that I mentioned, is set in motion
by different forces, and if Germany
can control Russia, as I personally

believe she can, and get out of Russia

the two things that Germany needs,

food supplies and man power, would
it not be possible to suppose that then.

when she feels her oats and deems her-

self strong again, the idea of going

back at the Allies will come to the

Germans.'' I think it would be only

human and I say that then there

would not be any physical power on
earth to curb Germany any longer and
we would see a monarchical restora-

tion both in Germany and in Russia.

The Internal Situation

I must mention here in describing

the present situation some indisputable

facts. First, we all know that Russia

has a tremendous natural wealth; that

natural resources are there in great

quantities and within easy reach.

Secondly, that there is already going

on at present a gradual regeneration;

that there are already social forces

moving behind the scenes, that steer

the people and may bring some un-

expected results and consequences.

Thirdly, that the present government
has been forced to make concessions

to such a degree that there is nothing

left of its basic principle or ideal.

There is no communism any more in

Russia; no trace of it is left anywhere.

Capitalism, the old, despised bourgeois

system and methods, has come back
in full force, notwithstanding the fact

that two years ago this same govern-

ment was so assiduously trying to

destroy and annihilate them.

Fourthly, it is also an indisputable

fact that some foreign transactions are

taking place at the present date. What
are the different nations after? What
are they looking for in Russia? In this

respect in the minds of many Russians

there hangs a very dark cloud. Even
in the Bolshevik Press one can find

reflected the dread of a coming foreign

exploitation, the fear that Russia under

present conditions may be turned into

a helpless and exploited colony. There
is no question that Russia's needs are

desperate. In consequence, the con-
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cession-liunters, and there are many
of them, will certainly exact the most

severe terms and each concession will

gradually become a centre of private

trading and will steadily increase for

the Bolshevik government the diflS-

culty of keeping the bulk of the foreign

trade in its own hands. And here is

a dangerous loophole for corruption,

for misuse of power and for all sorts of

other evils.

That this is realized on both sides

you can judge by the following fact:

all the arrangements, all the financial

combinations, all the plans of the

present day are being made for long

terms. For instance, the plan of an

international consortium that could

exploit Russia was built on the basis

that interests will be paid only after

1927. It is a system that is being

built for the far future, not for the

present moment, and that discounts

any possible political changes, like the

down-fall of Bolshevism.

It reminds one very much of what
was happening in Turkey in the

nineteenth century. That is just the

way that the so-called Ottoman Debt
was created, that still so heavily

burdens the remainder of the former

Ottoman Empire.

Foreign Capital

It is necessary, however, to keep in

mind a certain most important distinc-

tion. Not every investment that goes

into a weak and destitute country nec-

essarily means exploitation. There is

a great difference, in other words, be-

tween exploitation and development,

and the United States in this latter

respect offers a splendid example.

After the Civil War English invest-

ments began to come to America in

great quantities; upwards of $6,000,-

000,000 was invested in railroads,

mines; factories, etc, but, notwith-

standing that fact, Americans were

always managing their own affairs and
gradually becoming so rich and strong

that they were able to pay off that

debt during the Great War. The
capital was paying sometimes 10 per

cent, but it was building up industries,

it was educating large bodies of men to

carry on these industries, it was rear-

ing a whole generation in school and in

life and it was continually opening up
new sources of raw materials. In con-

sequence, the United States only prof-

ited from these foreign investments.

But in the case of Russia, on account

of her weakness, the temptations to

exploit her are seemingly too great to

withstand. Behind the political scenes,

as at Genoa, the economic factor plays

the greatest role; the political questions

are very often, if not always, a mere
camouflage. If we consider the differ-

ence between development and ex-

ploitation, as described, we will easily

see why the Russians prefer American
capital to any other. American
capital does go abroad and foreign

loans are being successfully floated.

Two loans may be mentioned, one to

Czechoslovakia and one to Roumania,
and two more are in prospect, one to

Poland and the other to Serbia.

Some companies have already large

business investments in Russia and are

continuing to work there. The Har-
vester, for instance, has never ceased

to uphold its connections and is ready

and prepared to renew the work there

at any moment. This is the best

opening, the best way out of the

diflSculties and, perhaps, the only way
to build up in Russia a Democratic

Peasant Republic. I say "Demo-
cratic" because I believe that the

future government of Russia ought to

be at the disposal of at least the ma-
jority of the people, if not all. The
more the citizens will take part in the

government, the better. I say " Peas-

ant" because 85 per cent of the Rus-
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sian population are peasants, and I

think it is only fair that they should

have the most to say in the govern-

ment of their country. And, finally,

I say "Republic" because I think that

is the only form of government that

can guard us against any possible

monarchical restoration.

I

Shell-Shocked America

By Bruce Bliven
Associate Editor, New York Globe

ALL our public men who go to

Europe—and nearly all of those

who don't—make speeches or write

articles telling what America ought to

do to aid the rehabilitation of a war-

wrecked world. These worthy gentle-

men do not agree with one another as

to details, but they are pretty well in

accord as to the underlying attitude

which they demand (with indignation

or pathos, according to temperament)

that America should assume.

They ask us to be unselfish, or at the

least, selfish in the enlightened spirit

which casts its bread upon the water

now in the expectation that the next

tide will bring it back with compound
interest. They demand that we shall

take a broad, intelligent view of the

whole complex situation, based on a

thorough understanding of the funda-

mental economic problems. They im-

plore us to resume the moral leadership

of all humanity which we won during

the Wal* and lost during the peace.

They beseech us not to insist on the

repayment of the huge sums owed us

by the allies, sums which (1) cannot

be paid because of the debtors' bank-

ruptcy; (2) if they were by some
miracle to be liquidated, would wreck
our foreign trade, or fearfully inflate

our currency or both, and (3) were

spent in America by nations fighting

the battle of civilization, in a struggle

which was then, as afterward, quite as

much ours as theirs.

The temptation to hand out advice

to America is entirely irresistible; I

shall yield to it myself in just a

moment. However, it is perhaps just

as useful at present to enquire what
America toill do, as to tell her what she

ought to do. After all, Europe would
be much better pleased to find out

exactly what likelihood there is of aid

from the United States than to hear

again a list of things which would be

lovely if they were done, but almost

certainly will not be.

The Expected and the Probable

I think most sober students of Amer-
ican politics and economics must agree

with the statement that there is not

one chance in a hundred that America

will do the fine things she is asked to

do to pull Europe out of the morass.

We are urged not to be selfish, but

unless all signs fail, selfish is exactly

what we shall be. We are requested

to put our demands upon the Old

World into abeyance for a generation

or so; but where is there in America the

clear-visioned, broad-minded leader-

ship which can carry through such a

procedure against the indifference or

the hostility of a population which,

after all, partakes chiefly of the

characteristics of Mr. Kipling's bandar-

log?

We are invited to study and com-
prehend the underlying economic prin-

ciples which must be followed before
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the wheels of industry will revolve

between the Baltic and the Mediter-

ranean, the North and the Black seas.

But an intelligent understanding of

economic fundamentals is the last

thing of which we are capable, as the

solemn idiocy of Washington on the

tariff question too clearly shows. We
are asked to cancel the allied indebted-

ness, and on excellent grounds; but

a majority of our legislators appear

incapable of understanding those

grounds, and the intelligent minority

believes that any man who voted for

such a thing would be hurled from
oflBce by his indignant constituency.

—

And it may be right.

As for our place at the head of the

procession, it is true that for a few

months America held the moral leader-

ship of the world; but was there a

moment when the rank and file really

deserved that moral leadership? Is it

not true that we entered the War on
one spiritual level and were raised to

another when a master of vaguely

noble phrases in the White House used

the magic of his war-prestige to turn

our overheated emotions into channels

we should never have been capable of

finding for ourselves?

Whatever may have been true in the

past, most Americans today are in a
condition which might be described as

spiritual shell-shock. The terrific emo-
tional experience of the War exhausted

us, left us in a state which to the eye
of a practiced psychiatrist must exhibit

many of the characteristics of hysteria.

With our spirits battered by the war,

we are even more calloused than
normally to the sufferings of all persons

at a distance. We have heard so much
lately of Europe's troubles that we are

fatigued to the point of resentment,

if not actually to a grim satisfaction

that she is stewing in her own unsavory
juice. Americans have always had
what the psychologists' jargon calls a

humility complex toward European
affairs. We were told over and over

that Old World diplomats were much
too clever for us. It was not neces-

sarily true, but it became a fixed part

of our national cosmogony and has

seemingly emerged from the war
period more firmly rooted than ever.

In view of all this, the only conclu-

sion to which a realist can come is that

in the immediate future the best to be
expected from official Washington is

that it will pursue an essentially stupid,

essentially selfish policy toward Euro-

pean restoration. A tariff will be

passed which will do grave harm to

European industry and will benefit

only small special groups in the United

States, while injuring this country as

a whole. A soldiers' bonus will be

created which will so gravely disrupt

our finances that the average ex-service

man will be worse off after receiving

his money than before, either through

currency inflation or retarded industrial

recovery. We shall continue to de-

mand from our European debtors inter-

est and amortization on debts most
of them cannot pay. Refusing to take

any share in the rehabilitation of

Europe, we shall go on ladling out

to her good advice about balancing

her budgets, deflating her currency,

demobilizing her armies, stabilizing

her trade and funding her iirterna-

tional debts. This advice is all excel-

lent, but Europe is neither physically

able nor spiritually ready to accept it,

unless we will buy her acquiesence.

Civilization probably will not go under;

but the twilight in which Europe finds

itself today may be prolonged for

decades; may even deepen before the

light returns.

A Possible Program

But the role of prophet is as gloomy
as it is dangerous; I greatly prefer to

join the well-nigh innumerable cara-
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van of dictators of morality to the

United States. Assuming that this

country would do all that it ought to

do, what should its program be?

Nothing is easier than to write a

formula:

The United States should offer to

join the League of Nations if France
and England will. Let no one argue

that they are already in; they are

not. No major participant has ever

taken the League seriously enough to

permit it to be five per cent of what
it ought to be. An arbitration court

is not enough; a polite repository of

facts and agreements on the white

slave traflSc, the anti-tuberculosis

struggle and labor conditions is not

enough. Unless the League is the

strongest thing in Europe, it is worse

than nothing. It should have a great

general staff, the only one in existence;

it should force disarmament and de-

mobilization on every country, and
train only troops enough in each nation

for use in its own service when carry-

ing out the terms of the world-wide

non-aggression pact. When the L^nited

States joins such a "League with

teeth" she should insist that every
other nation join as well.

An international body of economists

including representatives of neutral

countries should be appointed under
the League to revise the German repara-

tions bill. Its first act, of course, must
be to wipe out claims for separation

and pension allowances.

Under the League with America
a member, a Federal Reserve System
of Europe should be created, as Frank
Vanderlip suggests, with member
banks in all countries using its paper
as a means of financing international

trade regardless of fluctuations in

exchange. The various European
currencies, by agreement under the

League, should stabilize their mone-
tary values at or near the present

degree of inflation, avoiding the ter-

rible hardships of an attempted return

to pre-war gold values. America and
Great Britain should join in financing

with their surplus gold the Federal

Reserve System of Europe. They
should also, by making comparatively

small gold loans as needed, save indi-

vidual countries from the danger of

further paper inflation.

As for the eleven billion dollars owed
the United States by the Allies, the

sum should be reduced—perhaps by
one-half?—as partial compensation for

inflation of European currency since

these debts were incurred. Amor-
tization payments should be postponed

for twenty years. Interest payments
should be insisted on fromevery country
able to squeeze them out, and the entire

sum of two hundred and fifty million or

so each year should be placed at the dis-

posal of a committee of distinguished

Americans to be expended in those

humanitarian works in any part of the

world which from year to year seemed

most important and desirable. These

might range all the way from grain

elevators in the Ukraine to teaching

Chinamen to read and write, from com-
batting sleeping sickness in Africa

to financing cooperative stores in

Arizona.

As I said, the role of moral dictator

is easy. Painting rainbows is always

pleasant. Whether there is any like-

lihood that these dreams will be ful-

filled I have tried to indicate in the

foregoing remarks.
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Armstrong, George S. Esseniiah of In-

dustrial Costing. Pp. 297. Price, $5.00.

New York: D. Appleton & Co., 1921.

The method of development used by the

author of this volume is somewhat different

from that which is usually found in books
of this nature. Exposition of the funda-

mentals of cost accounting is most fre-

quently accomplished either by a theoretical

discussion of the principles involved, or by
an explanation of the entries made upon the

books to record the cost data and to trans-

fer such data to the general accounts. In
this book the author has developed the

subject theoretically and at the same time

demonstrated the application of the theory.

This is the proper method of exposition.

The principles are discussed and suggested

forms displayed. It is, however, unfortu-

nate that the author chose to postpone the

discussion of the contact between the

general books and the cost records imtil

tlie end of the volume. The reviewer

believes that such contact would have been
more clearly explained if it had been
demonstrated progressively throughout the

book. Despite tliis fact there is more
continuity of thought than usual in writings

upon this subject.

The introductory chapters relating to

the necessity, purpose and function of

costing are admirably written and place

the reader in a most receptive mood for

the technical matter which follows. The
author's style of writing is unusual for this

type of work; his descriptions are concrete,

and his vocabulary such that he is able to
avoid the constant use of set phrases which
are so much in evidence in contemporary
literature of this character.

The explanation of the various cost

records is logical and there is a wealth of

illustrations and charts which help to
visualize the problems set forth. The
charts are of more than passing interest

in that they have evidently been taken
from business experience rather than
prepared for purposes of explanation.

The tables illustrating "power," which are

worked -out on a horsepower basis, are
particularly noteworthy.

The connection of the cost records with

the general books has been brought out by a

series of ledger accounts and an excellent

chart demonstrating the entries involved.

This is a most important portion of the

work and proves to be an adequate sum-
mary of the fore-going subject matter.

The reviewer does not entirely agree with

the author upon the question of the in-

clusion of interest in cost, or with his broad

statement concerning appreciation, but

these matters are open questions and from

the viewpoint of the author have been

satisfactorily handled.

The volume is sufficient as a condensed

reference book upon the principles of cost-

ing and has special value in that it in-

cludes enough technical material to give a

thorough explanation without being too

complex for those whose knowledge of the

subject is limited.

Thomas A. Budd.

Fassett, Charles M. Handbook of Mu-
nicipal Government. Pp. 160. Price,

$1.50. Assets of the Ideal City. Pp. 160.

Price, $1.50. New York: Thomas Y.

Crowell Company, 1922.

These companion volumes by the

former Mayor of Spokane, now connected

with the University of Kansas as Specialist

in Municipal Government, are in no sense a

contribution to, but rather a restatement

in compact form of the leading facts in the

development and structure of city govern-

ment and an outline of approved principles

in mimicipal functions. Three-fourths of

the first volume is taken up with a sketch of

existing forms of city government in the

United States, the best portions of which

are found in the chapters on elections and

appointments and the duties of officers.

The volume closes with chapters outlining

the general problems of administering the

city services and local finance.

The Assets of an Ideal City, as its title

would indicate, concerns itself with princi-

ples rather than with description of ex-

isting realities in mimicipal functions.

There are chapters on Streets, Utilities,

Health, Corrections, Recreation, Music

208
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and Art and Civic Organizations. The
writer's enthusiasm for civic righteousness

has been served by an inspirational style

which does not always escape the charges

of sentimentality and preaching.

As college texts, these volumes would be

found too brief, no matter how suggestive.

The writer's style and his treatment of his

material are such as to make "civics" a

better descriptive word for his work than

the more formal "municipal government."

For the busy teacher and the interested

layman, however, these books have much
to commend them.

Lane W. Lancaster.

David, Donald Kirk. Retail Stores

Management Problems. Pp. xxix, 1050.

Price, $6.75. Chicago: A. W. Shaw
Company, 1922.

This most complete text on retail stores

management represents a stupendous a-

mount of searching throughout the business

community for problems of retail stores

management and a most satisfactory

compilation of these problems in unified,

orderly fashion. The problems incident

to retail store operation are logically de-

veloped in accordance with the case method
under group headings such as Accounting,

Organization, Merchandising and Buying,

which serve to give the reader contact with

all phases of the retail manager's work.

The method of development of the text

is such as to maintain the interest in the

.problems, since they are arranged in a

progressive manner. It is difficult to

imagine a more complete and thorough-

going attempt to set forth in one volume
all of the problems of the retail executive.

The book will become standard as a refer-

ence text for retail stores management.
Although the author states in his preface

that it is possible to utilize the book for a
text without additional supplemental ma-
terial in principles of store management
laid down by lecture or text, it is neverthe-

less difficult to understand how a student

might be expected to grasp all of the

intricacies of the various problems pre-

sented without some supplemental in-

formative material presented to him by his

instructor.

The text is profusely illustrated with

charts of forms, which partly aid the reader

in visualizing many of the problems which
are set forth. It would seem that the

book would have been an impossible

accomplishment without the aid of the

large number of concrete management
problems available to the author through

the Harvard Bureau of Business Research,

under Professor Melvin T. Copeland.

R. H. Lansburgh.

Richmond, Mary E. What Is Social Case

Work? Pp. 268. Price, $1.00. New
York City: Russell Sage Foundation,

1922.

In various fields of human activity,

certain stock phrases come into being

which are constantly used, on the assump-
tion that every one knows the meaning
and appreciates the implications of each

such particular phrase. Yet the most
superficial inquiry reveals the fact that

such assumption is unfounded, that such

phrases are used loosely, with far from a

general agreement as to what is really

meant or actually implied. In the field of

social work, the phrase "case work" is an
illustration in point.

In this volume, the fifth in the Social

Work Series, published by the Russell

Sage Foundation, Miss Mary E. Richmond,
the editor of that series, director of the

Charity Organization Department of the

Russell Sage Foimdation, and author of

Social Diagnosis, sets herself to the task of

answering the question of what social case

work really is. The result is this well-

written little book, which fills a very

definite need, not only for case workers

themselves, but also for a somewhat larger

group perhaps which, while not actively

engaged in social work, is interested in

various ways and for differing reasons in an
authoritative summary of the salient

features and philosophy of case work.

"Social case work," says the author,

"consists of those processes which develop

personality through adjustments conscious-

ly effected, individual by jindividual, be-

tween men and their social environments."

This, it is unnecessary to add, sounds

simple enough. Only tboge yfho bavQ
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attempted to work out such adjustments,

consciously, individual by individual, are

in a position to appreciate all that is

involved. To many tliese processes mean
neighborliness and nothing more. "There
is a half truth in this neigliborliness theory,"

Miss Richmond points out, "for the good

case worker must be both born and made,

but its element of error is the failure to

recognize how much is being done in social

work to develop a native gift through

training and specialized experience."

Good case work demands many things,

an almost innumerable array of qualifica-

tions and conditions—insight into the

innate make-up of individuals and the

effect of environment upon them; an
appreciation of the interdef>endence of

human beings, of the fact that they are

different from each other, that they are

active willing entities, that they deteriorate

when playing a passive role, in short, a

respect for personality; a democratic

point of view, with a realization that

democracy is not a form of organization but

a daily habit of life; a technique of many-
sided approach, assembling and binding

together processes; little enough work to

enable "freedom of growth—^freedom to do
good work and freedom to make new dis-

coveries through intensive service;" ade-

quate time to think, study, or to discover

what people are doing in other places; and
an appreciation of all forms of social work,

together with a willingness to carry through

each special task in such a way as to ad-

vance all kinds of social work.

Thoroughly trained and experienced case

workers will find, it is true, little that is new
in this volume. Throughout the entire

volume one feels the obviousness of much
that is emphasized, "save that in the serv-

ice of any particularly unfortunate one we
always have to remind ourselves that it is

so." Social work, it cannot be too often

emphasized, consists not in briUiant and
unique ideas, epigrammatically stated, but
in getting done actually the more obvious

essentials.

These essentials, conceived at their best,

and dressed up in the psychological guise

so much in vogue at the present time among
the members of the guild, social case

workers and other interested partis will

find herein set forth in a most admirable

manner. The book is well written; the

illustrations aptly selected, with a minimum
of extraneous details. The library of no
social worker or socially minded student is

complete without this little book, besides

the author's Social Diagnosis.

James H. S. Bossard.

Ellwood, Charles A. The Reconstruc-

tion of Religion, a Sociological View.

Pp. XV, 323. Price, $2.25. New York:
The Macmillan Company, 1922,

Modem society seems to suffer from
something which, in the case of individuals,

psychologists speak of as mental conflict.

This condition is the result apparently of

the co-existence of certain deeply rooted

but incompatible elements in our collective

life. Among these may be mentioned (a)

our industrial organization, with the eco-

nomic mores underlying it; (b) modern
science, first applied to the physical and
more recently to social phenomena; (c)

modem democracy, using the term to

signify a viewpoint or habit of life rather

than any form of organization; and (d) our

religious development, with the institu-

tions and mores erected on the basis of the

teachings of the Founder.

The literature of the last several decades

shows that this conflict has been challenging

the attention of an increasing number of

thoughtful students, a liberal proportion

of whom, like Professor Ellwood, have

approached the problem from the viewpoint

of religion. A great many of these books,

while respectable and serious, have been

relatively unimportant, either because the

authors have sensed but not understood this

conflict in its complex entirety, or because

they have not known authoritatively all the

elements involved. The author of The

Reconstruction of Religion, however, shows

clearly not only that he is on familiar

ground in discussing the religious element

in our social life, but that, in addition, he is

a trained social scientist, and thoroughly

conversant with the facts of our economic

organization and development. This

happy combination has made it possible

for him to produce in the book under con-

sideration a contribution of outstanding
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importance to the literature in this field.

There exists today a crisis in western

civilization. Similarly, a crisis confronts

religion in the modern world. Success in

meeting the former is possible only by way
of solution of the later. "Our civilization

needs a synthesis of its inharmonious

elements, but it can get that synthesis only

through accepting the fundamental Chris-

tian principle that the service of God must
consist in the service of mankind." This

in its barest outline, is the essence of this

book.

Concerning the crisis in western civiliza-

tion, the author points out that we have
been troubled with a recrudescence of

pagan ideals. Especially have the flood

gates of human selfishness been opened to

the masses of men in the nineteenth cen-

tury, with the sudden increase of wealth

resulting from the Industrial Revolution.

Material standards have become dominant.

In literature, commerce, business, polite

society and amusements, our standards

have become more pagan than during the

Renaissance. The World War was the

inevitable climax of our pagan mores. The
whole lesson of recent events is that we have
come to a parting of the ways, that our

civilization can no longer remain half

pagan and half Christian. "The half-

and-half standards of our previous civiliza-

tion will no longer work in the complex and
tremendously dynamic social world of the

present."

"The crisis in the religious world has

been brought about by the failure of

existing religion to adapt itself to the two
outstanding facts in our civilization

—

science and democracy. ... Of these

two, science is the more outstanding and
dominant. It is the foundation of our

views of life and the universe, as well as of

our material progress, and so it has largely

created the conditions which have favored

the rise of modem democracy." As the

result of the influence of modem science

and the changes it has wrought, old theo-

logical beliefs have crumbled, the theologi-

cal way of looking at life is seen to be of

much less importance than was formerly

supposed, the entire edifice of speculative

theology has been undermined, and, be-

cause of the identification in the popular

mind of religion with theological beliefs, the

influence of religion on the daily life on an
increasing number of people is steadily and
rapidly diminishing.

But religion is a factor which cannot be
dispensed with in the more complex stages

of social evolution. The ideal values of

each type of social development tend to

religious expression. It is a powerful

support of the mores of the group. We
must reconstruct our religion, therefore, if

we would reconstruct our civilization.

What we need, insists the writer, is a
"New Reformation," "besides which the

Protestant Reformation will seem in-

significant." This "New Reformation"
means the establishment of a more rational

and socialized form of Christianity—

a

Christianity in harmony with modern
science and modern democracy.

The author devotes about half of his

book to a discussion of what the recon-

structed religion must be like. It must be
positive. A positive religion is one that

will be concretely ethical; it will insist that

religion and morality are not inseparable;

it will be collective and cooperative rather

than competitive and individualistic; it

will be marked by a return to Christ, not so

much an emotional attachment to the

person of Christ, but rather a return which
will be a rational understanding and ac-

ceptance of His teaching. The recon-

structed religion must be social, i.e., it

must be a religion which recognizes the

supreme worth of man, on the basis of an
appreciation that there are no values of

any sort apart from men. Four chapters

are devoted to a consideration of the

principles which the reconstructed religion,

in the judgment of the author, must insist

upon in regard to the family, our economic

life, our political life and social pleasure.

These chapters are the most specific and
perhaps the most penetrating part of the

book.

The final chapter is devoted to a con-

sideration of the opportunity of the church.

Like all institutions, the church has the

insidious tendency to forget the purpose

for which it was organized originally, and
to set itself up as an end in itself. A
reconstructed religion demands a recon-

structed churoh wbich can become the true
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torchbcarerof social idealism. Tlie church,

says Dr. Ellwood. must go into the business

of creating an effective public opinion

regarding all relations of individuals,

classes, races and nations, for "the transi-

tion from non-Christian society to Chris-

tian society can only be effected by the

formation and guidance of an effective

public opinion which shall express itself in

an appropriate mode of social control,

because that is the only mechanism through

which conscious social changes are effected

in human society."

This book undoubtedly is the ablest and

most stimulating discussion of religion in

its relation to modern life that has yet

appeared. It is a sad commentary on the

past nineteen centuries tliat the book
should have been written. In view of the

present status of our civilization and the

Christian religion, it is a fortunate thing

that it has been written. The style is

direct and clear. The thought is logically

presented. In spirit, it is fearless, out-

spoken and even-tempered. Would that

every clergyman—and thoughtful member
of society—might read and ponder it.

James H. S. Bossabd.
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