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BY SOCIALISM T miean the historical movement of protest against
economic disorder and social injustice it capiralism. A discus-
sion of iis role in the United States divides lowically into two
parts: 10 dhe lwst place, why there was not, and is not, in this
counny soclalism in its typical form; and secondly, what then has

* Avmiior's Monr—T wish (4 dedicate this casas to the wemaiy of my dear fricnd
Ricghied Muwck., It is hased on g leclure finst presented o the Unlversitios of
Hamburs and Rewr aod Luter, in the prescnt revised funm, in the General Semiler
of the New Schools Graduaie Faculty, Ir ia Fere pollished by amecremt with
J- L. K. Mahr (Paul Sicherk) in Tiihingen, who is stmalonecushe publishing the
Groniuy version, “Was Amerika sus dem Sorialisnius memacht hat”" in (e Ham-
burger fahvhwch fir Wirtnhafte and Gesellschaitspalitdk, val, = (157

L The contusion in tLe use of the words eounomic spstem, socalism, and the Tike,
tiy which the present writer bas contritired hiz foll share, may lead the reader
lo expect soincthing very different from the discussion berd prosented, A pure,
uhiloitg economic fyscem based o one sole pinciple of ouemistion eshoot be ™
imagined even dn choory, far less oxint in reality, and at any rate eveTy cipitalise
TRKEL PCOTIAMY ISl resc on A more o7 les exlended public soonumy ol quite

Celiffercet. structure and mwost be lingited el sapplemeited by ir. This funda- A
inenlal dualise of cooneswic principles within onc body  economic has heen 4
explored o all divections by Hans Ritschl: hie Bouks are vich o ideas ol alio :
vipowous in polciical defense. Puhlig ecoumy 19 now Lhe institntional detinitivn o
L ancizlismm, amd 1he TYA in the Unitsl States i& fust 3z hiterly drrried 75 socatiam (it CF L
88 werte the raileoads in Bismarck Germant. I would Be reweording Lask to

doseribe the interplay in (he Amcovican economy of “capitalism" and “secilism®

in 1he sense of Institulioe ﬂrlgg!-g.iL_E:g:m_rg};L_-‘_lyﬁl_P:_llﬂi.~. ecoaionyy, fonthe pallic

soctor on1 bedemal, stale, and municipal levels is really vory Sapifoant, far more

than ‘is wemally assumed; moreover, such un analysis would focus atrention on

uninme Ameriean achievements (for example, the ciphty ar s0 nariomal amd skoe

parks, oficin of very large dlmensions, have withheld the mose seemic plagces of he

detitey from cemmcadal exploitalion anid, raviicularly it ihe Western srafes, have

ercaced model armogemens fur the enjeyment and seocearion ok Lther Tess well-to—dng.

Bur an analysis af “rapitrlizm® and Yeecialiaw™ in (ks scnse s entirely -_-:.ngijE

thi: arpuses of o present discossion.
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become of the mavement of protest, o the one hand, and of
capitalistn, on the other hand.  The conventional assmmption
that sociahism simply evaporated in the Amcrican climate is as
fallacious as (he wpposite political slogan of ereeping socialism
in the United Stales. To anticipate the result of Lhe preseni
atralysis: two mighty rivers unile for still BTEALET POWeEYr ih their
comunon course, bmt their waters remain distinguishahle by color
and speed far down the river bed.

12

The general reason for the United States’ deviation from (he
typical Furopean course of cvents is the absence of fewdal tradi-
Lon, stll mote generally, the absence of a closed sociery.t "This
cauntry entered life as a bourgeods socicty | despite the well known
qualification concerning the Sonth).  Hence stundards of rank
in society are uttknown, mose of all standards concerite what
belits the lower classes. I in England twenty vears agor A highly
educated and sensitive person like Virginia Wooll conld lament
that cultured life becomes impossible il the servanis no longer
know their places (the same expression that the American Souih
uscs in speaking of the Newroes), such 2 scentiment is alien to
bourzenis America.  There may indeed be a thonsand capitalistic
interests in holding the wage level down, Lt _nothing in_rhe
[undamental structyre of the country prevents a rise of WIZES

“;FBEE'"H:'is"f:':':-:-h]}_i_:_:arlh'_ pussible. In the Lendalistic atmosphere of
Eutope, Malthus, Ricardo, snd Marx symmoned up all their

# The paesent pluse of Americin bisiness litc s discwsel, wirll tnany intenest-
ftyr dedails, Ty Adalf :5. Berle, Tr., .';_‘ﬁ_s_ actly Centuty Sacpetalisd Retlulfon [Mew
Yok goyy: Tohn Manrice Clark, The Lfeord fuves of Fromomis Fremlom, v
lectares paublished T the Rasjiun Eeonomics Foundation (Westpoct, Conn., 11500
Teler P Thowker, The Soncept of the Unrprericticn, an sualbveis of General Maotors
Mew Yook agqli [0 Keneell Galbeaiil, oo Capiialivg, The Gumcepr af
Countersiling Poter (Uoslan 12l Greorge W Erwlinge and Wioon W Witkina,
Mircewponry and Froe Enterpoiee, Twenlielh Contury. Fimnd ¢ Mew Yook 1050). S
abiee my contdhutions o the perivdical Kpkios, 195G, 00, 4. auel W57, o L

B Fduwar Salin, ““Inchastiielle Remolution® in Eykdoe D) Breoowtnp L, diaws he
sane: clistinction Ietween rhe United States and LEuropn.
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acumcen to mwake spe-:ial PE.‘CH].IE.L‘IEiEh of the ]ahm" marlcet ‘.I‘E,‘SPDT'I—
EMSLE increase of pmﬁr “that wagwes lqg ’191_14_11:.{1 “natural o
them. The opposite appeared natural Lo the American Carcey (and
incidentally o Adam Smiath, the hemald of economic hiartnott.

The wvastness and emptiness of the counuy prevented the
freezing of e soclal statification, One may put chis [acior in
the first place; Marx and Sombart have dove so, Marx in owder
Lo cxplain the possibility ol evading explodtadon, Sombart Lo
explain the failnre of proletarian soclalisin in the United States
But then it would be consistent 10 suspact that the closing of the
fromticr, the exhaustion of tho land supply, must peskduce 1 new
frudality, while in reality the frontier spivit ol adventnre com-
tinnes 1o keep society opet.

In the samne context must we ntidersiang the ahsence of thosc
moral und aestheric i.nhibil_ionﬂ toy thr.' PITsaIl 0[ EIﬁcit'n-['}' which

good dem:tnr.h CVLT T mewed E}.peumentmu and nrg*m izing, du-c: t{
ing and redirecting of poople on the busis of husiness acmummg{
that 15, a maximuimn of physical and mental mobility combined witly
exclusive concentration of all energy on the one point. ScienLlllﬁlg
orientarion and vatinna Bxation are important elanents in the rise
of the bourgeolsic; feudalism cavnog stand up to them, because
it atmibutcs Qs own existence w religious sanetion.  Rourseois
Ameriea is ot only Jree ol such inhibitions but is confirmed n
tis attitude by a different set of religions principlos.

Henee it is only here that bourgeois capitalism [ound a really
“free development, that its achievement conld unfold in full. Only
here have Lhe cooneinic laws hecome, to a cortain extent, the
laws of social development; only heve has the lilieral promisce of
rising prosperity [or all been e to the test of verification. The
1M meperal sy Frane Oppenheines, o twioy bisoks published during the
firsc thvee decades of ahis centary, presewted the peoposition thae 3 ec-ckel
ecotieny withoot am aprn Crondiec preduves the class sociery Loown as capitalism,

while a fteenarkel economy i combigation with an open Itanrier produces the
“rommunity of e free aod equal,” inowhich wages cin tize indefinitely,

e ollind.
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unmistakuble vesule is that reality has exceeded the promise.
Ioverty has beom conguered, as a mailer of principle; there is
no tenable econvmic reason for its continnance in the “economy
ol abundance,” while it obvionsly was unavoidable in the “‘ccon-
omy of scarcicy” ol the past.  The unigue achievement of the
United States in world history consists in having unlocked the
souarces and awakencd Lhe [orces thal made an economy of abun-
danee of the economy of scarcity. In the perspective of world
history, which may be too gquietistic, one may perhaps say that
in so [ar as there are sdll pockets of poverty, these are natural
m view of the unavoidable nnevenness of such a rapid transforma-
tion; and they, too, will be drawn into the farther upward trend.
Bt 1t is more imporiant to state that such a persistence of poverty
is vsually caused not by economic but by sociological factors, in
the fitst place by local tendencies in racial relations. The Negroes
are America’s prolgtarians—but ebviously this is not an cconomic
e
‘F_W‘Si_humpt_ter's well known prognosis of the capitalist future,
from 1g4z, started frean the figures of 1928, the year before the
big crash, chat is, the top peine reached undil then,  From 1870
te 128 the production of consumption goods showed an average
rise of 2 percent a vear, compounded—interruptions through
depressions notwithstanding {J. M. Clak, n his £thical Basis of
| Economic Preedom, uscs the same rate ol growth). DBy project-
| ing this rare of growth from 1928 through the next fifty years,
_ and assuming at the same time that in this period the population
* rises by one-third, [rom i20 to 1ho willion, Schumpeter found
/| that the’ average real mmme pc-r hf_"-ld m:rulr_l hc fl(JTlhli_d afl;r."{'

UF 1:}1e n‘a[ d( wclup-rntm: to 195550, we find that the per capita
share of conswinption income has increased by almest 6o percent
during these 27 veurs, alihough n:hC'I{T'E?T"TEL LErme"e‘EfTﬁe
19508 15 laken inic account, and althoush the population figure,
the divisor, has risen much more rapidly than Schumpeter as-

sumed, in that it had already reached 164 million in 1956 instead
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ol only 160 williom in 1g78. For a full appreciation of the ﬁgurﬁs\
we must further take it inte consideration that, roughly apeak
ing, produclion would have grown comespondingly more it iy
had not been lor the simltaneons tadical shortening of the wort
weck.- And, finally, ‘the 111'1prmfemem ol the nualities of chea
-:.:Jmm:_ultm.s eludes any “statistical estimate but adds a Lurther
weighty increment to economic wellare,

The ligures ate astonnishing trot omly in themselves: they are
still more remarkable in view of the convicrion held by bath
-libgralism and Marxism that monopoly is a fetrer on prodictivity.
The overwhelming weizht of giant enterprises in the inoredibly
productive American economy is indisputable. The theory, how-
ever, asserls that productivity is promoted only by competition
and is hamstrung by monopoly, because the latter draws s prolits
with impunity from the exploitation of the consumers abandoned
to it. From this argument the liberals inferred thac the ching Lo
do is to prohibit or Dreak up the monopolies; the Marxises in-
ferted that it is the proletarians alone who can save productiviey
from monopoly capitalisin and henee they must seize power.  All
this is obsolete in the presence of the Agures, Almost Gy years
apo sSchumpeler pointed our’/lki_pmg-reqq is_systematized dﬂd
individualized in the big enlerprises, and thac it is, of cotrse,
the ﬂfnmgﬂfq:ﬁ_térpm i3 mEIT sd;_rpl;mt the Ia ld.rgex.l; an"ﬁ_]:::s{)
laboratorics. {nc can go beyond this and tnaintain quite gen-
erally that the contrasts hoetween monopoly and competition on
the one hand, and between static and dynamic mentality on
the other and, do ool coibcide at all, chas there has always been,
and is today, static competition, and that this is the age t;:]_"dv_‘_ngx_nic
_mﬂnﬂpnhcs Unless the indications are completely misleading,
productivily is vising more rapidly today than ever belore—and

what abont the course it will take when automation is applied
more generally?
Now the above fipures are averages—an always hazardous cate-

dhee Hduped Heoimann, Fictscfelfoslome und GeselRehaftwpetane (Tibingen
134} poove
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gory.  They do nat say that wolfare increases n point of facr,
but only that thete is room Far it o increase.  Within (his room
everything depends on distribution. 1ty hiere a mere theoretical
consideration may pat us at EASE, IO & cerfaln extent. Iris hardly
possible t Imagine economic conditions in which, in a unified
suciety as distingiished from 1he world market, the top of the
pyvamid of incomes tises alone without aflecting the buasis, this
twaking the pyramid higher and narower. When prelits accrue
at the wp they can he ewploved only [or the purchase of mon:
commdities and services, or [or addiricnal invesoment e, 1n
both cases cansing the demand [or labowr toyrise, that 15, Causing
the new profits to Nuw down the sides of the pyramid. The result
will be that the pyramid is reswored 1o s former shape, but its
Place has woved upward. The relative positiens of the dillerent
Strata remain unchanged, but the absclute amounts of ITComes
are larger for each, buecause e increment is redistributed fremm
the top down, move or lssg proporiionately. Therelyy, however,
the situation ix decisively changed.  When toral income 1s statjon-
4y, one group can gain only at the cxpense of others, and all
SLECNTION coneenmares on the baule for the shares, which jeopard-
ircs the cohesion of socicty.  Contrariwise, when (e [otal iz
steadily rising, withont sociologically fixed walls belween com.
partments, all arc gaining, and artention shifus from the compari-
501 of one’s own income with (hat of athers (o the progress [rom
last year through this Fear o next year.  And this, fnpoint. of
fact, is the lileral Promise, cxcepe that it malerialices procisely
Eﬁi@,{lﬁ?ﬁﬂ? iri e 2

The propesition of unchanged relative ineome distribnticn
within a growing toal has been established by Pareto; Le used
doubrlul statiseical methads, hut (e proposition is independent
of those methods and perlectly plansibie in jtsell, Hence it is
a kind of statistical sensation that, in opposition to the Marxise
theory of “relatively increasing misery” and the Paretian theory
of stable relative income distribyg Lion, Simon Kuznets, the greatest
living authority in this Gicld, recently demonstrared that income
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differenees have shrunk over the last vears and decades!  And
this is truc even of stoss Incomes, Lhat is, before progressive taxes
furiher reduce the distances, Kuzners found chat in the United
States the wealthiest 2o percent Tuceived pn percent of total in-
comes In 1920, thal is, before the crash, but that in the average ol
the years 1044, 10406, 1945, amd 1ggo their shave had shronk to
44 percent (to repeat: before income taxes); the share of the
wealthiost 5 percent was reduced [rom 21 o 2o percent. Srill
mote interesting arc the boures lor the United Kingdom, because
they o wuch farther back. The wealthicst 5 percent reccived
ne less than 45 percent of the total in 1880, the wealthiest f oper-
cent ol 1g47 only g4 percent. “T'he Gevman figeres are nol well
marked, and one may perhaps suspect. that they tend rather the
ather way, even recently, DBut the hgures for the Uniled States
and England arc so striking that even a technical eritique ol details
s not hkely to make a subslancial diflerence in the resule. In-
comnes vise amd diffevences of incomes diminish.”

The second main target of socialist crivicism has been, for many
years, the disorder and insecurity in capitalism, the comstant
menace of unemployment, which destroys any plan for the futor:
ol the JoTsOm and the family. Bnt here, ton, A fimdammental change
has taken place.  As carly as 1910 the bose of the Marxist econ-
omists, Rudolf Hilferding, refuted (in Das Fingnzhapital, p. 205)
the Marxist theory of the necessary oollapse of capitalism in the
coonom i erisis,  Aceording o Hillending, to avoid the orisis
nothing is required but that the business community rocognize
the competitive search for shori-term profil as too dangerous,
becanse it would plunge them all into the crisis.  As they would

s himen Knznets, “Eeonamic Growth and Toeerme Tecoualily,” in Aseericets Foo-
wiwreene Bevdere, vol. 45 (Sarch ayesh p. 4.

T Moreower, Siepleied Lavcihot, "Die Cesenwarl 1en Lichie der Marzschen Lehie,™
in Hamburger fotebnich flor FFimlmis wed Gesladnpolo 7, vl o (e, I
very might i maintuining that the por @ipita income of the grindnlly crploved i
Icss 1mpm'r.-am lew the peaples Bivelilood oo he doie] incoome prr hovuseholad,
L whichh gurely towre toembers contribote sy than fifty or a hondred  venss
spzir, althongh ligores wre ood available, 'Lhis consideration recnlovees the ahowe
arpument on the wnilication of the pacsra af Tife,
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learn if they experienced the crisis, their lung-range busincss inter-
est in the stabilization of the sysiem, that is, of their ruling posi-
tion, requires that they establish the correct proportion between
their total imvestments and the total purchasing power for con-
sumption goods paid cut by them in the form of wages; they would
Jearn that this tequirement yests not on moral but oo purely
business reasons. Marx had assumed har the “proletarians”
alone can understand the necessity of long-range concerted action
for industrial stabilization, because their class interest foists
solidarity upen them and no private property inferesls separate
them from one another: according o Hilferding's theory and the
experience of all countries in the last decades, no such proletarian
monopaly exists.  In general theovy one can say that iF “maximi-
ration of prolits™ is the maxim of business policy, the hrevity or
Jength of the period for the figuring of the maximum remains
undecided, and thus that long-range rationality fits in pedecty ®

Translared from theoty into American practice, this means once
muore that the praguiatic mind of the country removes inhibitions
if in the cxa of long-range investmoents “good business” requires
considerations of long-range market tendencies. ' When the Roose-
vt administration came to power in the crisis-shaken counrry,
in 1g%3, it proclaimed that democratic cooperation was now called
upon to delivir the goods in competilion with Sovict cocreion.
A short time later the Republican mdustrialist, Paul Hoffman,
Founded the Commiitee [or Economic Doesvelopinent, which was
soon joined by several millivn bisinessmen, for the promotion
of longrange business pelicy n a framework agreed upon by
them, if possible without governmenlal interference; and here,
too, the Rnssian alternative was explicitly vefevred to.  Fspocially
in the transition lrom the wat ccomomy to the peace economy the
Commirtee rendered important services.  The responsibility of
democtacy, and that is of the business commuomity a3 well as the
government, for stability and Iull employment has rhus hecn

8 Gev Falnard Hehmann, Fermuenflafuzebe wid Relipton 3 der modestiern Geselfsofaofi
{Tiithingen 2035) Chaprer 5.
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