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Inst month 3 received @ Gpage letier neatly handwrititen in Ink o printsd
etationery lettorheaded “ANINIST PARTY". You who know =y attitude tovard the
dostrine of animies may guese ny indtial reaction. The napez wes follewed by tho
motts "The ultimate destiny of man lies in the stars®, and vhen "ATIONAL DIRUCTIOX
- Jemez M. Modolo, 224 B, Main St., Beacon, New York". BRaseon is a town of deon
thoussnd opposite Newburgh on the Hudoon. DBelieving that many of you ney heax
gomething mors of the Aniwiel Party, 1 4hink it advantagecus to give the fullest
information poszibhlo et this early date. My ceumente are in {eotnotles,

Aleng theo oide of the letborbead are pyinted PARTL ATNS as follows:

1. Unlty belueep lubor and management,” dlsputes seliled oby immartial

labor Tritumal,?

2, Radionctive i00uopan 4o be released frgwm gev't. control dor use

in treoiment of caveor aad okin ailments.”

3. Nine year iruinine covrse for future matlonal cffize holdevs, oli-

minatlion of polidicel machings and party npelitlcs, all %o be reploced

by trained and ahle levders.™ v

4. Protestion o the Uhristisn faithe against enezige within end withous.”

5. A Tenm ¥i. Reconstructign Frojeect to bring sbout ultra-modern hores

at 330 por wonth rentage.” =

4. Tlimination of incfPiclient Lureaucracy.’

7. 3tudente %0 be trained only in subjects pertaining 1o their chosen

profcosion. =

8. Self supporiing gov't.

Deoar lMr, 3peer:

I have read your letter im the latest issue of "Aztounding Sciences Fietion® and
wish to malke imown 4o you the Animisnt Farty, whose state directorsg concist of S.1.
fanz and vebteraons, Yo havo as our purpose the craation of & new philesophy and
stats fgr the Alomie Age. Ye bar only Qcmmuinists end tollowers of the Marzian tra-
litden.” Your statement concerning a lot of things of mare importancs wan zuall-

R
10nity" ig a word favorito with William Hard and his stripe. I suggecin
thet the Animisto have ot loasd been influencod Ly readlng Republican literaturs.
2I% is not simple to mnlke a %ribunal both competent and impartisl. Apparently
it is_proposed 1o prevent all ctrikea., by compulsory arbiuration.
Jvention of particunlar ailments here is poculiar,
*T4, is a serious tmbtber to deony the right to held natisnal office %o those who
nave not taken § yeare' training. And legislative wbolitien of political parhics

would be more than a bit &ifficulz. The vesenmblance o Technocragy'e null-democratic

provogels raised in me suspicions which are answered In Madole's second lehter.

S0rthodoxy rears its ugly head. Considoring the phraco "enemics within®,
this plenk 1s actively or pascively almed, it would seem, at: Dlodernlst FProt-
catonts, Jewa, and athoiets. Speculating on the reason for it, i4 way be either
that the party founders believe the essentials of truth are contained in Christi~
anity. or that thoy aro tryiny to appeal %o large special groupa.

OTho curioue thing about this proposal is ite epplicability only to an lizme-
dlaie sitnation which muct change completely before the Anlmiste conld poseibly
come §0 power.

(This ie almasi as safs as boing agalnst sin. But.we cammot everlook vhat
type of ingserests usualiy 5o declare theusejves, .

81 aslted whether this meant anything wore than a balanced budpet. See Madele's
reply infra.

gﬁarring Commmists may be cxplaineggpas ocimply wieshing to avoid beinp taken oves

and uged by thefp as 60 mny other swall movoments have been. But "followors off tha
Varvien tradition” sounds a bit swesping.
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ing reforn 2auses me to beliove that rvou ere lacking for o worthy eurs far the
resent dey illa of mand ir” &tt&cae& Lo thile thew» wou will fIhL an explanation
nup govermmpntal and eodusational principigs.

Zave you read Gus Willmorih's latest issue of "Fanitasy Advertissr’ in vhich
he evplaing the need of s coopercbive fon mag, Fauntaoy Fowmdation and a general
witod effort of fandow? They outline our fam policiaes to the loitiler. T en wrib=
inp to Sug amowncing that wo will help in all waye possible,

Tou will £ind that the Auiwist edueatiomal gyetem holde open gﬁ docr Lo ol
men bo obiain the position 4n 1ife for uhich they are best fitied.*™ In

[+]
bt

[rere is no
hereditary offico nor offices held in regerve for the cldest of the cliiizenry,
People gain office by their own inate ability. When we eall for a dostor we do
10% eall him for his hendsowe appearance, age or look of wiedem bub hecause of his
2hilizy to cure us. 32 to with ouwr gocial Gﬂchﬁﬁiﬂm. 2o we entruav our livos 4o
nen of bureaucratic or despotic maturs as we wonld onirust our healih to African
medicine won or do wa prepars cur future office holdevs early for thelr pasitione
in Tuture life? 11

A Papdom unlted oonlined with Sruly p resnivc elemente™" in Amoriea ¢zn
serve ao & key we the Ldind of vorld, we H%V“ alg én hoping for during the pasd
dark decades. ‘hy pui ¢l the beginning of this tamk i0r more years when Wo Can
begin today. Before m11 can rexch for the stars, he mmst bring his soeizl sei~
ence up, 4o the lavel of his nnysica; sclenceoo, Thus Animiem is o {lexibleo phi-
quoghv &= capable of ch uh¢n0 %8s strueture %o kecp pace with the times. Thuv
e now gchene will be placed befoe the paaﬁlﬂ and docided on by popuwiar vobe., Send
any gquectiong, commenits ete. by return mall and they will be prompily unawcved.

Youra for an American Renzscons
Jamss . Yrndolie
1

The Animist govornmental nhilcsophy calis for four deparicents:

Eeonemic, Theosor h&c and Judicinl 2ll cgordinated by the Uatlomal Diyx

Gulsurs
it ).,
¢il of Technical Integration and the iml~b leginlative body, the Cetanato

%

1,
recior. Cowge

Irig Octanabe conpiste of eight indlviduais including tho Natlenal Dircetor and,
Hotlional Integrater, Jeck MMurrell, 1809 Collspe Avenus, Indian apolis 2, Indiana~~.
The remininz six are representetive of six f the foremost fields of American
lifa. Theoe fieldés are Technology, Seience, law, Thecocophy, Laber and Industry.
The Cultural Nepurtment is unique in governmental history bub an ssseniial

11fe in the Atomic Iy It is formed ap folicus:
Ton Technical veunezle-

Sounecll of Scientifis Advaneement

iovmell of Yaodicel Advanceanend

Jouneidl of Zducabtlonel Advancenent

Couneil of Agriculturnl Advancement

Troasury Couwncil

> L3
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1001 gne moyement of the progress-ve gociebies has hitherbe been a movesment
fzom Status Lo Contrach.’ ... It is 40 he obaervad thet Maine gvardedly osid ’hu,
this mowvemznt % had hitheste beon characteristic of the progressive socletliss, lany
A/ys ﬂo asking, some with aﬂprel chsion, and eome, it wonld seom, wilh caxﬁhcﬁﬂch
uhether the contrary woveowand, Iron continet +o status, iz nok sstiing bh.q It 1e £
pelf-doborainabion of the individual, which ninetesnin-

quite cortain thet the zhecluls

AL 2 L o
sentury lalssez-fairc enchivined in ths haliowed phrace 'frosdom of contrach', nes
o
heeome mmen medificd in our own day; and the place of the indlv;daal in socisty ig -
abional

governed far more oxtensively by 4he phrticular crouping., especially the veen
crouping, in whichk, not alwayg by his ouwn free cholee, he finds kxaeﬂ1;, then 4%
won when Ancient Yaw was written.” «-C K Allen's Introduction to Ancient Law
11The presence of the word "truly® 3111 permit this declaration to be intor-
nratad at ,nﬁveul GICE. ;
1~“he Thus” z2eews out of piace.
I *iote the state. Anybody LVGOFn ze this name?

1



4. Coumeil of Publiec Usilities

7. Council of Natlonal Conaervation
8. Council of &rt and Musie
8.
10.

My Yy Py

Souncil cf Trangportetion and Copmuiniscation
Council of Military Defense
Zach of these cownells will conoist of trained techaniclans and profecoional

pen animisdit with a zeal for united, cooperative activity in theilr respesilve
sphercs of profegeional cndeavor. Thus the Councll of Medienl Advancemsnt will .
congist of the nutiorn's sreotost mediecal intellects: umited im moderan rescarch
laboratories with the olin of climinating disesece by united offorh. Think vihalb
this unification of «:7lunl zroups would memn to world culture. Remember, atonic
fission was “the rez:

ol unlbed selentific activity. Soon wen will reach out
4 Sime work towards a wmlted Yorld 3tate will be

underay.
II Cultural Ascombiy - a growp of 100 technicians, 10 from each Technilcal Counecil,
united to lform o euldurel logislature and clearing house. Patents are alsc granted
by this office. ALc oxample, lob us say that radlosetive isotopes invelvad in can~
cor therapy heve been discovered and tested by the Council of Scicntific Advan-
cement. Immediately they are progented to the Cultural Assombly. patented and
distribubed e all American hospitals by means of the Seonomic Distribution Dept.

The Couneil of Tachnical Integration will consist of a State Direeter from
sach otate, and aet as a coordinating agent betwcon State and MNaticnal wnits.

Thug when a new law is eunacted by the National Judiciary*®, it is imedintely
gent 4o the fowmeil of Technioal Inbegmtion and transmititold to each ctate by
ite director. This without red sape. =

You have geon one cxaaple of Animist culturel propreoss in tho Ouliural Dept.
and it has been one of osur mjor alms 4o bring the social an? economic gysicme
up Lo the progress of scisnce. Theo Aniuisd State is a froz enberprico stale twd
differs from Copitplicm, in that the corporations and trustic ars required Lo seh
aside a large sun!’ in a Natiomal Beonomie Fund for the safeguard of fubture in-
dustrial cellepse. Ia addition our cconopic dept. concning the Eeonowic Seouriiy
Counell made up of leading industrialistolt and economists who posl their eflforis
W prevent the inflation c¢ysle. The Animist labor-Mamagement Coowdinabion Doand,
will consgisg of an onunl mmmber of representatives from both industiy and lakor. -
L3 Jisputes will bo ssttled by an impartial labor Tribumal.

'he Animist Party ewbracing the now philqicphy of lnizmism is making sanid
obrides tovard bLringing aboub an Awmerican Remmscence. We have a serics of Uen 20
¥y, Reconsitruetion Praiscts woried out in coniunctlon with conghructlicn grodpe.

ition _will be built on an ultraisodern scale thouwgh within practiecal limes.

3

lhﬂow aggure thie, with men drawn from the NAM, AMA,?
Madole either s his 4erms mixed, or doos not know what the role of o
judicigry is. |
He seoms not to <mow that "coordinating™ is a synonym for "red tape®, who-
ther or not it's necessary. In this case, why not let the emaciting body or the
Councll use an addressograph and send the dope direct?
o different from precent %taxation, except that reeulte of taxation go into
" a general fund which is subject to all manner of uses.
18Mmo of course will accept the theoories of their impractical-dreamer colleagues
and forgo immediate huge profits for the wellare of soclety. Rac iklackic--in a
pig's_cye.
2 4ggn labor-mmgemnent-public boards, the government-appointed member ucuzlly
holds Uhe balance of power.
208Don Rogers spoke on the radio last year to Midwestern listeners.®
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plom dis oul $o gob Tinanrinl uackﬁab ¢f industrial and real sstate groups es well
ag our oym Galiforni- Animdet labor Federat ion21 America will be the sced from
which tho Animigt oo oo’ coaucesnee will grow and gpread. Tou can take part
in this. Uhat I have xvia-nea ig wad o nmicroscopic portion of our philoscphy
concerning which a book ig bolng uritien.”

The Eﬁucatiﬂ,al aysten works ap Pollows:
Fresend day education stiempte to crsate jacks of all trades instead ol masters
of gne. IL is our nurpose to roverse this process. The Animioct studend will
begin his training at the age cf five by onterlng an:
1. Educational P"oparwtOfy Tastitute®? - Here tho studont romaing from theo age
of five o twelve, The primary subjects are tavsghi thoroughly as a culjurel
beckgrownd forbhe Jouﬂ; mind. The grealest lesgon taught in this Instiiuts ls
the ablli ; %o deduco®r walmown facts freom a centrel lmown statenent. Tho on-

tire educational system is aimed at creabing this deductive analyels in the
yeughinl rin Today three quariors of owr students are parroting thoir books

and nover look behilnd the written words for 4rue meaning.
In the Tducabional Preparatory Imstitute, <he studend recoives state pald |

Tips to facheoriez, natiomal parks and ctate Loresuh where they gain insighio
123 the laws of Nature. TSvery student is checked peychologicelly and e rccmvd
8 kepd of his behavicr patiorn and choics of vocations. The purpose is to di-
ect tho child’s offorbe according to his mental ability. Brory young mind will
fit ints %the pattern of socisty and vecationnl interest ot gsome point. Yo
don't wanbt square pezs in round holes. Poychology meet £it the chlildren 4o
cinoese their proper vesations bofore gra aduation from the Prop. Inst. A child
matures rapidly wmder proper guidonce=? ac you must know.

IT At twolve the stuidcnt enders cither a _Trde, Techrical or Governmecntal Insti-
tugs according to his cholce of voeabion. > Tous a young studeont intorescted in
the Local or Siate Dircetorates would cuter a Covh. Institube wheore ho wenld be
tavght only thosg subjects perisining to hls choice of professiecn.  Thls is iruo
nf 21l studsnts, Por ninc years a sbudend will rsmain in theee Institubes ao-
siilating 211 nescosary kacwledge im his field. Thea upon graduation. canvagoers
for nis pardicular tradeo will see that withoub delay he ie agoinilaked ints his
profossion, lNo weary humbing foir jobs. No man smy hold public office walecs hs
graduates from a nine yr. pgord. training course and je checked payehiologically

L M ob

cnce & year to 2es that heo s £it for the pogition.®? This will disqgugl _fj«
many paraneids and «ilor mumdesirables. Men are not olseisd bub chosendt 7 meang
of their rogord and e‘i. 7 ag well no wesycholegicenl fitness.  All woriere will

’

nold positions for wihich thay are peycholepically balomced.
I wiil answer cny quepbiono, commonis and duly appreciatce your suggestions,
Hepe ¢o hear from you soon.
Very 3Sincersly yours,
James . lMaodole

21oan,7?  Owell, you can find snything ‘in Califoraia.
228700 was in Chilo ccalnw about ge*%*n" The Oosmic Concept publiched.®
J¢ou could oove o lot of syllables by ecalling it grade school. :
fwe things wrong with dedvelisn. COne is that no conclusion com be rooched
yithout cdding ome or mors minor {or major) premieoﬂ, which are cfien wanueshioncd
and froquently fzllocious. The other difficuliy %3 in finding & centzal "igown®
statement. He canmod acoept the foumders' word for i3 that any given statonent
iz per Jagtlr depondinble.
294 picus hopo,
Gﬂv* why shorben his fun, and his growing poried?
plﬁrthor voung age to stop the liborel educaticn of citizens.

281p jobs were asgured, weuld enui’ people fresiy choogse the menisl oceupatlons?

') -
%7%9 decides what qualities ars neccesary? Quis custodiet custodes?

Z:V%a’ do persong disoualified in an annual checkup do for a living thereatier?

b |

4By Madels and Yurrell?




Deay Mr. Speer:

T have roceived vour lotter and wish to assure you thet the Aninisht Tardy
i definitely not comnecicd with Techmooracy Inc. since we adveeate the malnte-
mnce of free enperpriso in indueiry while Tochnoeracy eilminmntes the status of
the price systerm in entircty. The Cosmic Oircle, ig a subjoet with whiech I am
not familiar.

In regarde %o S. F. fandom, ve are not confined Lo that field though mosh
of our dircctors are fans., In six ronths wo have grined 2,530 mombers, a mga-
zine to bo publighed by Fantagy Advertiser and the baclking ol a New York Hedical
Socloty. 2 -

Aninisn is derived from our system of cosmogony”“. which we shall eater in
detail if you wish it, at a later date. OSome of our state directors are S.F. fen
and others are veis while yet others arc combinatlons of the twro. As I deseribad
in nmy leot letter, apartmeats in densely populated urban areas will be govi. min-
tained and owned at thirty dollars per mo. remtage, this being ths essencs of a
plen to ereate a long range, self supporting govt. Free enterprice and private
ownership are fully respected and indeed eoncougasod clsewhers. This takes the
government oub of the power of finmanecial czareg% and yets mintaing the freo en-
terprise oystem which has made America great.so Govi. can enter lato business
of its own as long as it doesn't interfere with private industzy. "

Since our educational program is based on poychology and specific vocational
nreparaticn, the youth chocses hio own work., It is a psychologieal facht that those
displeased with %their profossion or professional choice wlll not give their best
efforte hence the child's cholce will decido the fssue. Ye will dn all we con %o
direct the youin profitably ot all times and most, even now, give weni to wise
decisgions,

Animisgn is a flexible philogophy and capable of changing its governmental
form by popular vote of the pecple inspired by new sitvaticna, Thus if a now
scientific discovery mde 14 necossary %o creale new offices or reform the syshem,
tho ispue would be placed before the people. This, at last, brings the socclal
mechenism up to an equality with the physical scienccs.”/! Aninionm is evolution-
ary, govermmental philosophy. Will you accept the Dirocstorate in Seattle and
tell your fricnds about us. Morry Chrisimas and a Hanpy New Year. Hoping to
near from you soon, I rcmain,

Yours for an Auwerican Remescencs,

James . Madele

P.S. The Aninict Thoosophle Dept. has rothing to de with epiritualienm. It is
a eouncil representing the various religious fmithe of the world, each equally
ropresented, and with the authority %o bring about a program of mutual coopera-
tion and tolerance. It is one of our aces in the plan for om ultimate Yorld State.
As you can readily see, such a mochanism or evolutionary social philogophy as Ani-
nism is needed before man's scleonce reaches oud physically ingo the Solar System.

The duties of State Director merely reguire gathering together what frizado
you can in your area and keeping in touch with Jack Murrell, who ls in charge of
coordinating party activitleo, and myself. If you can attend our conveniicns, so
much the better but it is by no means a stipulation of fact. Ve gsk you to join
with us in helping tc bring about an Amorican Reénzacence,

Your friend,
James H., Madole

52Had the gsociety been named, it wight have been more iwpressive. Or less so.
5?“Cosmogonv" refers %0 the crigin of the univeree.
3430 far as i lmow, our fiscal system does not subject tho Government to con-
trol by banks as companies are subjected.
20ur resources, English heritage, isolatlon., have nothing to do with it.
Ha! Pind a field where no buginesaman will complain.
TThe reasoning here is a big obscure to me. Non sequitur, n'est-ce pas?




BUATON CRANE TO CHAN DAVIS @' QCT Cif INTEWNATIONAL EXCBAKGE®

Let's start with a few ARC's on your frantic robutitel of the statement that
a ratlon should buy as much ag it sells. 1 memnt tha% to apply particularly to
the United Stetee, whish for years has been selling a great deal more then it
dought. Cur leaders now realize that cammot go on, that we cannct expeet peaes
if our own cconcmic policies result in impoverisi in: the rost of the world,

in the '305 ~-espeecially after 1933-- our po. .civs resulted in celling oo
much more than we bought that we atiracted $0 ourselves more than 84 per cent
of the world's monotary gold. Our tariic prevented other nations from paying
us in goods, so they had to pay Ir gold., We got i% all —or almost all-~ and
the rest of the world did without.

Yhat happened? ‘Mhen gold, the base of credit, was removed, mations were no
longer able to ship us gold to balance their internatiomal accoumts. (Do you un-
deragtand how that works? An importer in France, let us say, imports eome goocds
from the United States for which he wust pay 31,000. dJo must take his france to
a bank and buy dollara. Pub if a lot of importers arc trying 4o do the same thing
and their demmndsc for dollars are heavier than the demand of immorters in other
countries for france, the cocet of dollars expressed in franes has a tendency o
risce. Thea the imporier may find that it is cheaper for him %o go %o the Banque
de France with his francs and buy gold, because {! 2 cost of the gold, plus insur-
anee and shipping costs, will be less in francs than the cosgt of buying dollars.

If there is a great deal of this, the Banjue de Fronce soon mms out of gold and
is forced to stop froe conversion, )

If you will stop to figure 1% out, you will sce that, vhon a nation has too
iittle gold, its prices have a toendency to fall. Gold is not there as a basis
Tor credit, for one thing. -So a nation robbed of its gold has a depreasion. I%
tries to combat this in a number of ways, the commoncst of which is to cut the
purchasine power of ifs currency. That means purchasing powor to buy cermodities
~-including gold.

The effect of thie ies to cut the real wagee naid to labor, so that labor's
products may beo eold moro cheaply on the intermiional market-- or so that labor's
producte will be cheap enough to prevent imports from coming in. In one way this
pernlizes lebor, because it cuts wage rates (exprosced in foreign currencies). In
another way, it helps labor, because it ends the depression and provides jobe for
mera peonle,

But what ls the effoct of tho devaluation on international finance? Just this:
Any devaluvation of a major currency cuts international prices expressed in terms of
gold-- or expressed in terms of United Statss dollars or eny other tocmporarily sta-
%le currency. Let's have an example:

Suppose that a French plant can make a ton of steel for 1000 francs. Suppose
--only for the sake of this arzument, and to mke the figures eimpler-~ that the
French franc is worth 20 cents in our money. That means that the French planit can
mle a ton of steol for 5100.

But the world price 1s below 5100 a ton. The French plant eannot export. lore-
over, foreign compétitors can iay down their steel in France for 380 a ton-- 800
francs. I amm assuming that thers is no tariff or that it is so low thet foroipn
comnetitors can hurdle it and 2%ill sell in France.

Unable to gell abroad and losing its home market because of foroign competition,
the Fronch plent canncot operate at a profit. It accordingly has to lay off woriors.
The workers can tuy lecss-- or nothing. Since this condition is multiplied thoueends
of %imes --<because thousands of other pnlants have the same nroblem-- the French Gov-
ernvent is under political pressure to end the depression.

Now, 1t might use the old pre-Roosevelt mothod of eitting on its hands and wait-
ing for hard tlimes to force workers to take sraller wvages (in terms of frencs)., Sud

*Davie asldes: "the whole thin. resulted from Crane's having misundersicod
some arpumente of mine! At long last Davis's inability to express himoolf cohor-
ently haz produced beneficial regulis!”



1 a tt gell ¢ 1 o I 5

de raturn to ovr ghael nlaah. S oturn oyt e ton of ]
for 000 franes. ‘'ages are no high ) thin France cosh w0 mure: Duk
1000 franes nov egua ’* 832, oo thald i vorta are kept oul and I r““ch awesl onoe
apein ean ooll nbroad. The French wlanu prisce ivs product ab U770, for v i3

receives 1200 francs, eiving it a *w'~¢t of 200 Pyanen a fon. ?amrjrarilyt A Gt l
body is hanpr.

But for people inside France, the price of sieel nae risen 40 per cont. Cthe:
vriess rise, voo. The wagez of labor buy less. H“hot happens? Inbor takes all if
[iched ctani, then sirikes. Up go wages. Up go ma;nfnc turing coole,

The peoplec of othesr cowmtries find that French steel ig huriing then. They
camod pell abrvuu. Porhana “r ench obeal is be wg impovted. They have depressicus.
Thezir governments ke ths same eccbion. Do mgo Intornstional pricez once agsin,

I ance woade o chart of the eflccts of currency dewaiwalionc. I took Zhe cur-
rent devaluabtion of cach currency (from a kase im 1923, vhen the Ivanc wac glven
a ney value) and weighted 3% with the percentage of trade oubaide the bomﬂcvs af
the igsuing country whilch wss dene in that curreacy. [Fer example, 1f the poumd
gtorling was devm 50 per cent and 12 per coent of foreign 4radse was dons hv frreat
Aritain, I comsidered that 6 per cent., IP the franc was down 25 per oand aad 4

por c"1t of foreign trade wse donz by Mreance, I considored that 1 over eccng. I
added these producta together for ench year from 1928 to 1938, the lost full youwr
before the war. In that ll-yoar pericd world prices expresced in terms of gold

(and Am@rican prices cupreosasd in terms of gold) fell 58 per cent. On a graph,
the decline of world ~ricon =and my caleulation of the effect of dovaluaition vere
absolugely parallsi! T othor words, the world race 0 end depressions by do-

valuing currencies wmaz tho aﬂlv importent factor in selling prices.

Ab the moment we have the Brebion Yeods plan, which maltzs monoy avaliable
1% mepber countgrles, so that thor will not bo forced to devalue. % ie., &b best,
8 sbep-gap--uniess fhe fundamontal conditione for successlive devsluntlions are
removyed. The Unitod States, boecawse of ihs inscistencs on a high Zariff, bosause
of ita * ! dimer pail’ fallacy, because ite immense exporis of oil, cotton,
gain, uﬂq 1UFPO“ were no% ~-and are nod-~ balanged hy imperts; haz been prica-
rily responsible Cor the dovaluation race. Dut our leaders now know thiz, 4o
ars teylng te bulld e aysten vhich will allow us o lose gold 4o other nationa,

AfLer all, we have nothing 49 gain by having prices fall. Pricss mugt be

.

rept up 1f we are going to vay our mational debi. Do you wang bo r”audin <), 34

Remembeor what hapsencd when prices Coll in 16235-32! Think this ovor. Ixanmiue
1% from every sids, And remembear that the depreclaﬁion of the ruble from 82 scenta
to about 4 cents (the preseni exchango rate 1s about 7 cente, vhich talkes our own

dCV“lbfulOﬂ into acﬂount\ alpo entered the picturs.

Tou've gotion yours2lf turned asound bass-aclward im your arpument abovt fhe
development of taclomred peoples. Take the 1llustration above, supstiliute Malayae
for France and zubber or **n {for steel and you'll gas what I mean. The min dif-
feronce iz that the Malays would he foreced to take lovwer warea (under tho old GOP
plon) inctead of having wages cut by devaluation.

Average stanéard of living for a peopls is a complicated afiair bui it gen-
erzlly Jorks out as 2 func*ion of the average prcductivity of the people. iAverage
productivity ie modified by willingnese (o wcrk (the Japanese hate to work aard
for more than about four houre a day), availability of natural rosources and 3
mabsr of horsepower behind oach worker. For example, vhen I made a siudy of tha
question in England in 1528, I diecovored that actual mongy weges plum workero
benefits paid in Japan were higher than thoss paid in the iancaghire spinning in-
dustry--and yot Japan consistently underaold England. Yhy?

Beeavge, afber World War I, the famillies that had owned the British colten
indvsiry had sold oud to the corporations. The corporntions had been under-
capitalized. The promoters had ralsed just enough monsy fom investors o buy
the plants, not to modernize them, The result was that ancient mulo spindies
and non-autometic looms vere 4zying to compete s2gainst Japanese high-draft ring
opindles ord automptic Isoms., Althourh the Japanese spimer paid his worker in
wages and benefiis conaidarzbly more than his British opposite number paid, he
rot wore production fiom cach werker \in a shorter day) because that werkor was
oneked wp by tho bhest of modemm etuipmand S
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Ye have sesn the seme thing in the Americon sutomobile industry. Becavoe
each worker is 'oelked up by plenty of horaepower, the Awcyican aulcmobile now )
wolls ©or aboub a denth of Ate 1908 price~- and the value is far belter. In real i
waluea, the car novw selle for about & twentleth of iss 1906 price. k-

Until Yorld Yar TI, she produstivity of American factory labor --because of

heavier rechining-- roze 2hout 100 per cent cvery .1U years. He

8o, i? we want to help the backward races, our job is 4o see that they are 4
allewed to accumulmic gold --or foreipn sxchange, which ig the same thing in the .
long yun-- so thai they will be able to buy wachinery. Then they will be able o .
raise their ctandards of living., Then they will not bz ground down by suceessive ,
wage evhbg-- direect or indirect.

Keop this in mind: A natlon's standard of living is the oum ef what 1% mskee -
plus vhat it importo minus what 1% exporis.

COMMENT CN THE POREEOING o

T had intended leave comments t1l1 next quarter, but 'twould bs bed economics
to leave all this space hers blank.

Thocrobically, in the ideal system, it seems that develuations chould have
no offect on the internal economy oncept temporary chenges in the inflow and oul-
flow of goode, and repercussions thereof. "ideal” implies that immedistely pur-
chasing poewer of the money dropped, labor would demand and get oommonsurate raises,
and that the value of invenioriez would be unaffected because of hedging operadions,
and (this iz a strained implicaiion) that fixed capital charges would algo be im-
mediately adjusted. Yany union contracts now provide for raises to mateh changes
in the cest of living, and conitrasts betwecn mnufacturers and wholesalerc or re-
tailers {or ovea in the absence of contrnet provisions, a commonsense desire o
koop cech other above waber) reduce windfalls and reciprecal ponalties from chenges
in the price of goods during procossing or storage. Since the effects of devalu-
ation deseribed ntem largely from lags, these practices closing ¢he gaps should be
important. And to go a stop further, if all nations reacted quickly to dewvaluation
by an important nation with devaluations of their owm, the effeets on inflow and
outflew would be lossoned.

The specinl comtext of Burion's siatement that devaluvation helps labor needs
4o be nointed out. No permanent good is accomplished here which could not be had
vnder o system of eiable prices and wages, or of immediate response of cne o changes
in the other. Also back of this whole discussion--specifically French steel--ig
the uneconomic distribution of industries. IT France cannot male stesl as szheaply
as nther countries, there is no reasen except eosnomic selfsufficiency (which is
of chiaf wvolue in worbtime, or J:.n other countries ars uonaturally interfering wit:
trade) why Fronchmen should not buy their steel from forelgners, gebting it more
cheaply and thus having wore woney for other thinge. [ub there are vesied Inter-
esta In capital eouinmont, and also in skills and the whole economic organization
of o rogion, which reslist change. Again we find that 40 Flexibility cowld de in-
ereased, the vimo log lsassned, people would benefit economiecally. I follows at
sy rabe that a policy of porpetual tariffs io unjustifiable, since it prevents
the mwoet efficilent use of a mation's produetion resourcos. The same thing of course
applies to discriminatory freight ratos within a nation.

The parallel grephs deseribed are interesting, but would not secm O oxXpross
rconditions over o iong period of time--i'm thinking of tho seeular rise Im pricez
Prom the daye vhen 400 was a good amamal salery for the governor. '

I wish 1 eould be as sure as Orane that our leaders realize the change that
st bo made in ocur foreign-trade policy, Dub on the teriff, as with OPA, we'! re :
up ogainet the difficuliy of the certainty end Inmedimcy of benefite from infla-
tionary moves (ond irereased purchasing abroad would bde deflationary) as compared
with the overall henefit if everybody site tight. BDoards of directors reason that
they alone can't change the trend, end must take their profits like other compunies
are doing; and the continued prestige of labor leaders depends on keeping up with
the Jonsses in wage hikes, 30, with the tariff, severy special interest's congross-
mn says “Zeep the tariff up on our poods, reduce it elsewhere."®



