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Or all the great clanges witnessed by our genceation, none may prove moie
incisive than that which 1s transfoomamg the organisation of intorrational life,
Behind the zoutine of power pobilics which eillvr serve or, more often, ate seeved
by ideclagies, we can calch a glimpse of farflung ard meaningful policics  which
may, &hcit incadentally, falhl the deeply rooted aspirutions of the cemmen man.
IL 1 probable that the chances of democratic sovialism {which most peaple, even
guite recently, would have prononnced to be nil) ae goaily fmproved, although
by unexpected paths.  Bul whatever muy be the fate of domestic affairs, the political
syatem of the world as a whole has undarhred & teached o tuening peint and, asa
consequence of this, Greal Brilain is pow starmding st the crossoroads.  The évent is
still too close, and too vast, 1o be clearly discernibla, bul the sooner we take onr
bearings the hetror. i

One comes o realise this when making the attempt to describe more precissly
the tendencies inderlying the forcign polivics of Great Britain, Russia, and Amerca :
for Liere 1t 1s quire cercain that the truditional pattorn 5 oot enough. What 1= at issue
between the powers is not so much their place in a given pattera of power, a5 ike
podtern dlself,  Dreadly spealcing, the Umited States fits lalo oo patiern, (hat of
nincleenth century society, while all other powers, inchuling Dritain herscl, kelong
to another, which is in cotese of trunsition to a new lurm.  Each side will, or at Jeast,
in reason, should, faveur that palblery which tends to keep {ts side of the halance
secure.  Ubwiousiy, it is of parmnount importance o read the meaning of these
patterns atight.

The trenendous event of oar age is the simultaneous dewnfall of liberal capita -
izm, wosld-revalutionary soclalismm and reciel dominationr—rthe throe competing
forms of universalist seoeties,  Thelr suddea exit followed upon drastic, wnheard of
changes in hutan alfairs, and the beginoing of o new ca in international politics,
World-revolntionary sncialise was overcome By © regional * soeializm in (he suffer Figrs
and glories of the Five Year Plans, the twibulations of the Trials, and the trivph of
Stalingrad ; (iheral rapitalism eame to an enil in the collapse of the gold atandare,
which lefl milliues of woemploved and anparallelled social deprivation in its wale
Hitler's prineiple of domination is bring croshed on a battlefeld co-vslensive with
the planet he attempted to conguer ; and ot of the greal mutation various
furms of inherently limited cxistence emorge—new forms of socialism, of capitzlism,
of plancd and seni-planned econormics—cach of thein, by Leir very nature, Fagivmal,

This process was an almost caact replica of Lhe establishment of the European
stutessystem ahout 1he eod of the 15th rentury.  In both cases the change sprang
from the collapse of the universal svciely of the peciod. In the Middle Ages (hat
suticty wis primarily religicus, while in our dime it was econumic. It s obvios
that the breal-down of {he nineteenth century systemn of world BCOIDI Y Ineyitalily
restlted in the inuediate cnergence of ccolomic units of limited extent.  In terms of
the goid standard, thai droe symbol of wonceesalise eeonone, this is selievident
sinee its passing forced every country to look after its own © forcien economy,”’ which
had forneerly © usked after itacltt New organs bad 4o be desvdeped, new institu-
tioms had o be set up to cope with Lhe situation.  The peoples of the world are now
living under these new conditions, which are compelling themm to evalve 3 now way

il

e ' forcizm ooghoy ™ owe SIEply menn the movement of foods, lesns ool paymeniz
acrieas e bomlors of & country,
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of life. Their “ fureign economy *’ is the govenmments’ concern ; their currency iz
mamaged ; their foreipn trade and foreign leans are controlled.  Ther darnestic
instrbalions meye diifor widely, but the snstiortions with (he help of which they deal
with (hir © foreign economy * are peactically identical. The mew prrinanent
pattern of workd affairs is one of regional systems co-existing side by side.

“[here is one notable exeeplion. The United States has remained the home of
likeral capitalism and is prwerful enough to pursue alons the Ltopian line of policy
involved in steh a fatefal dispensation—a Utopian Jline sinee, ullimately, the attempt
o restore Lhe pre-1914 world-order, together with its gold standard and manifold
sovereigntics i inherently impossible. Bt the United States has no alternative.
“Americans almost unanimonsly idetily theic way of lifc with private cnkerpriss and
business competiion—though not altogether with classical lafssez-faire, This is
what demnoeeracy means to them, rich and poor alite, involving, as it does, social
ecuality for the vasl majority of the popularion.  The Greal Depression of the early
thirtics lef this predilection unimpaired, snd merely dimmed the anra of adulation
which surroanded lafsses faire eeonomics.  Excepl for a few socialists, mainly of the
wotld revolationary type, and perhops a somewhat greater number ol conscious
fascists, the stupendous achievements of libcral capitalism appear to Americans s
the contral Tact in the realm of vrganized society, Factory legislation, soctal -
surance, toniffs, trade nnioms, and experiments in prblic services, even on the scale of
the UV AL, lave affeeterd the position of iibaral capitalisa as dictle as similar depar-
tures tuwands |nterventionism and socialism had dene in Europe up to 1914, The
New Deal may well prove the starting point of an independent—Arorican—solotion
of the problem of an mrinstrial society, and a real way our of the social impasse that
destroyad the major parl of Europe.  That tizie, however, has 1ol yet come.

With a froc supply of land , vaskilled labour and paper mones, a liberal coanomy
fanclisne 1 in the United Siates, at least antil the period hepinning in 1850, witheut
producing the lethal dangers to the fabric of sovicly, iy man and soil, which are other-
wise inseparable (from * self-adjusting ' capilabsm, Lhal is why Americans still
beliews in a way of lik: no longer supported by the eommuon people i the rest of the
world, but which navertheless i plics 2 univarsality which commits those who believe
in it to Teconguar the globe on Iis beball, O the crocial issue of forelgn cconomy,
Amnerica stands for the ninctonnth centary. :

Tt follows that, palrotially at least, Greut Britain and the Soviet Uniom, together
with other conntries, conformn Lo one pattern, the Uniled States to anaother. The
British Commonwealth and the USSR, form part of a new system of regional
powers, while the Unitad States insists on umiversalist conception of world affairs
which tallies with her aotiqualed liberal sconomy.  But resctioparies still hope
that it is noi yel loo fie for Britain's own system of foreign coononyy to be changed
back so that it may fall in linc with that of Amperica. This is the real issue to-day.

II

It iz from the togionalism to which she iz commitred that Russia draws Lizp
preatest sirength,  The viclury ol Sialinism over Trotskyisin meant a changs in her
foreign policy from a rigid undversalizra, Telying on the hope of a world tovolution, to a
regionalism bordering on isolatiomsm.  Lrotsky, 1o fark, followed the traditional
line of revelutionary policy, while Stalin was a daring inpovator. By denying these
Farts, Comuunisls caused hopeless confusion and made it ummecessagly Jificalt for
13 Lo realise the startling novelcy of Stalin's policy. :

Vo brgin with, ther: is ar entirely new attitude towards the woes ui social caange.
The victorious [Russian empire takes ils independence for granted, and its dominating
inderesl is durable posec,  (Guoven this, the U352, might, by hall a deven love
Yeur Plans, reach the Amerivan Jevel ol incdustrial efficiency and standlards of lile,
and, mdesd, suwpass i) As it hus exchieded universalist solulions on the hodel
ul the League of Kations or of World Federaticn, peace depenils merely on thi
farcign policies of its neighbours.  The Russians are determined to have only friendly
states on Licir western horders, but they are loth to extend their fronlies so as to
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mclude those neighlours.  The new constitntional chasnees are destgned to assist
Russiz in this cndcavour, since they allow smaller neighbours 4o bharmonize their
policies will their own imracdiate neighbours inside the 1188 12, without feces-
sarily having to carry oo negotiations wib the colosss dsclf, - The UL5.5.18, oifers
thum Slavanic solidatity againsl Gurman aggression, and assames that nothing bt
class intesesd would induce their rulers to side with Germany against herself, Sl
weltls, theretors, to dosirey the paldwal mflvence of the fondal clase and * hieawy **
mdustrialists in these countries, and intends to use sociv-eeonamin means for this
purpase, but for this purpose culy.  In other words, she wishes Ly put economic
radicalisin to e service of limaited political ends, - Sueh basic reforms os she wlvo-
gales, o Poland, for cxample, wousd not mean socialist revolutions in the usual
sense  wheie sucialism is an end m oitself but mency popnlar upheavals  aimed
at the destraction of the palivical power of the foudal dasses, while cschewing any
general transionnation of the property svateo,  Such revolu(ions are far safor than
the trdditional, unlirnited socialisl opes which, ot least n Eostern HEurope, would
sither provoke a fascist countersevalution, or elst conld mainain themselves only
with the hekp o Russian bagnnets, which Russia huys oo mntenlion of providing,

Mothing eonlid be less appealing to the conventional revolutisnary than such o
prospect. It is 20 exaggeration to say that he could wol spprove of it withous soental
resetvations aod mughe boad ot dulieult cven to compivoend, Traditionaily, e
rugards poatical action as a means of aclieving socio-reonomic ends and Lo reyverse
thns sequence by using socio-sconomic means, such as nationalization or agrarian
reterm, for poltical ends appoars almost uniataral to him.  In ofiect, the Russians
ticniselves Justly refuse to call these midhods socielist since they are merely disipned
to saforuard their own security,  For all that, they may achizve a demociatic socialist
transtormation more sffectively than anything world-revolutiviary sucialists ever
attempiod, .

From the ideological stratosphere soclalism thus parachutes to earth, Our
geneTution has Learnt how overwheluingly the people rally behind policics designed
to protect the commuorcty from exteraal danger,  The Russians [promize their neigh-
bowrs a secuee mational exizstence on eondition that they rid themsebees of ineuralbly
reactionary classes and it is to this ead Lhat they snogest expropriations and even-
tnally confizcations” Mo one gughbr to be surpriscd i such melhods, unpopular
eleewhere, should fod SITATE Anpport i cormmiaiities which sec 1o them the mcans
to natwnal seculiy. L0 sheaic ne pupembered 1nal once the Rerorinalion began
to 1nvolve the secularization of Church preperty, ils suere swifily changed [tven the
cells of momastorics to the counzil rooms of the Princes.  Similarly, the people may
dericle willl alavsiry for socialist measupes which deliver the ralitical goods.

It fcllows thatl it is precisely lhe zewional character of this socialismn which
eESures 1ts success and prevents it from becoming o mnere ntroduciion to further
wers and rovolutions.  These veould necessarily. tesult from the atternpt te sprogd
socialisz, for its o sake, Lo neighbhonring conntries.  Socialisation of the new kind is
vinphutically not an article for export. It is a forndation of nacional exislence,

In Eastzrn Europe reginmalism is also the cure for at least theve endemic political
diseasrs—inlolerunt nutionalism, perty sovercignties and oot dmic non-eo-operation,
All three are mevitable by-products’ of & markeleconomy in a region of raciafly
rnixed settlemmerts,  The viculent natiomalism of thi nineteenth CEAtury was -
known oulsice the confines of such econortics and its geagraphical extension towards
Contral Lurope, Eastern Durope and Asis coincided witl the territorics Lirought
under the control of o eradit system by aolochthonous middic elasses.  In multi-
national arvas, liles the basins of the Vistulz and the Danube, this resalted in hysteri-
cally ‘chawvinisiic stalis, who, unable to bring order into political chaos, merely
intected othees with their anarchy, Moreower, to the amazement of the ntilitarian
tree-trador, with his naive outlock bounded by econginics, the unrefolved Tacial
tisues prevented the smooth functioning of markels scress the dispuled frontiers,
The Bolshevilis must suon have fouud out that this type of nationalism was merely
tie result of nincteenth cenbury economics in multi-national arcas, I[ndeed, their
experience, Loth within and withont their fromtiers, taught them that whenewver
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market methods wete discarded for planned trading, intrectable chanvinisms lost
their viciousness, pulional sovereigniv becams less maniacal, and coonemic co-
operation was regarded again as being of mmiual help insicad nf bedng fearcd os a
threat to the prosperity of the state, In effoct. as soon as tae credil syaten [ hased
oo longer on ° confidence © but on adminisizaiion, inunce, which Tnles vy panic, is
deposed, and sanity can prevail. Tt must be admitted thal 4y type of econumic
regionalism—iwhether socialist or Hot—any planning—wlether derseratic or not—
ight have g similar efeet in the facial jfig-saw ruzzle of the Dambe, ibne Wistula,
the Vardar and the Struma.  Bul, as i happened, Listory offercd the cligce to the
Russians, who naturully took what was proffered (o them. i

Kegionalism is not a panacea.  Mamy oll, and perhaps many rew, tronbles
will nol vicld te its (reatment, Nevertheless, if is a. romedy for inuny of the ills of
Eastern Lnrope @ and this accounts for (L superiority of Russisn policdes in {his
togon. U fhe Atlantic Claster noally commicted us Lo mostore [roe kel wheTe
they have disapnearcd, we might therehy b wpening 1w door to the reintroduetion of
4 clasy nationalism indo Tegiues rom which it has disappeared. We should nat only
be importing umemployment and stasvation into the liberated regions siinply Ty
'liberating ° the local marlets @ we should ol be burdening ourselvis with ihe
responsibility of faving thrown back the people info the anarchy oul of which, by
their own cxertions, they had just cmerged,  Marshal Tio's oartisans hid fair to
solve the problem of Balkan hatreds simply because they starl [pon the asswnpsion
of a system a0 longer market-rididen and no lopger managed by the middls ¢jass,
This is the key to the Macedonian iuirucle, lo-morrow Durope s a4 whole smay
¥earn for the Balkan cure, and regionalism will be SUpreime.

III

Thus it becornes -apparent that liberal capitalism is not to-day primarily a
domestic dssue,  Iist and foremosl il is a matter of torcien policies, sinee 0, is i the
Lternational field that the methods of private enferprize liave broken dewn—as
shown by the failuee of thepnld standared & and il is 12 that Neld that adherenee Lis wizzh
methods constilides a dieel obstacle to practical solntions, Liberal capilalism i
based on ong sizaple tened : foreign buying dnd selliny, lending and borrowing, and
the exchanre of toraian cirencies ure carriod om Lo pwoen smidividials, a5 [ they wore
members of one and the same counlry. * Forcign coonorny ' s (hus an alfais
of private porsons, and the market-rncchanisin is credited with the almost wimeglons
power of * balancing * the forelgn weonomics of all countries awivmeatioad! —that iz,
withaul [he imterveniion of tloir governments.  This Utopian conception failed in
praciice, us it was bound to do: and the gold srandard was destroyed by Llie mn-
employment that it causcd. In fact, the new rmethods of fureign eeomommy * which
hiave superseded the gold standard are ingoreparably more eflcetive far the AL ks
of inlurnational co-operation. With their help we are able to sober proklems whicl:
were formerly intractable,  Among these are Wl distribution of raw materials, the
stabilizing of prices, and even theensuring of full employment in all counloies.  Each
of these probles wus a permunent sonres of anarchy under the market systen.
Whether an cven more universal sysiem of marketing might not, afler all, have been
aticcassfol, will mever b Pt fo Lhe test, sinee 3 would fmvolve (e impossible tazk
of firsl restoring the market system theoughoul Lhe world,  Yet to ihis task lhe
Uniled States stands self-conunittad, and she may not realise for a long time that her
attempt is doomed to fmlune,  The allernative to Lhe reactionury Ltepic of Wall
Strect is the deliberate development of the new instromerts amd wigans of lureign
trading, lending and paving, which constitnic Uhe essence of regional planming.

Here lies Britain's chance, * Foraipn 20000My 7 mmst pecessarily be the
pivot of the policies of an island empirs degendent apon Hnpurts for waintaining o
civilizod srandard of 1ife, and o free vo-operalivn with oversea dominions for the
survival of the Commonwealth, ~ Neither full eraplovinent, nor 4 Hexible CUITERCY,
ot conlinuous imports, ae possible for such a culntry without o planmed forwgm
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ceonamy.  With its help, however, Brituin would be able to Teup the hunge BCOIRHILE
and political advantages of the vew regional organizalion of the world. She took
u decisive step in 193], when she weni off gold, introduced a capital emisrgo and
tnmed to paper money ; annther step was taken ab Ottawa | still another luy in che
esiablishment of national governments as a semi-permanent instilution , and an
avalanche of even mote ineisive changes followed during the war, {(reat Britain is
nn domger @ fe-liading county ; she is not on the gold standard ; she has been
interfering at home with private enterprise in every conceivable manrer; ghe is
ardively capable of organizing the whale of her exrernal cennoiny o g conlrolled
basis—vhorver i eventually pot in chasge of the contrals ; and all this bas happencd
without any infeingement ol viial libertivs or of the [resdrm to shape [ublic opmiod.
Lndecd, public opinion has never brem mord SURTemes uvel Fuernment.

Far from being cramped o her national lde or frustrated in her imperial ex-
istenee by breaking the taboo of non-interfersnee with mdustry, Great Botaln has
become morr healthils united with every year thal has pussed sinee she left the
armasphers of 11acra] capitalism, free compelition, the gold standard, amd all the
orhizr nanes under which a marlket-sociely is hollowed.  Thers is notlang to prevent
her from using the new mothods of regional economics ©n abolizl npempligrnent,
periodizally to adjnst emrencics, to organise bulk imporls, io divect her foreizn
investments, to arvange for large-scale barter, to linance heavy indnstrial exporls, o
conclnde long-term contracts of industrial collaburalion with olber gavernmcnls
anid thus te coordinate demestic canployment and Hving stundards with In i.racle,
shipping, finuncial and currency polivizs in such a way as Lo scoure for hersclf the
allyanlages which accrue in the modern world from a deliberutely-catablished ani
purpesefully-managed notional system. Precisaly becalse foreign cconomy 1s mo
liable to control—and more in weed of it—than domestic trade, Lhe Britizh I3les in
spite of their rigid class-structure, had the good luek to be ahead of the young
American continent in sdjusting themselves to the requirements of Lhe New economy.

This advaniages is now in jeopardy.  The freedam which Grear Diritain purchased
at =0 high a cost in the eritical weeks of 1931, when her banles throaten=d to fail and
were saved anly al. the price of the gold standard, would e candangered by a lnpesided
policy of Anglo-American co-cperation.  Lustrad of securing for Pritain the ynigue
advantages of 4 reglonalism, which wonld enable her to co-operae equally with 1le
U.5.5.0%, aud e US A —a co-operation pacticslarly. essential in dealing with their
sb-continen(3—it would deprive her of those organs of exirrnal trade which she
needs for her survival  She would hecoms mercly a helpless parloer in the od-
fushioned systenn suited 1o the continentul coonuny of the US.A, m wihich foreign
trade plays only a very small part. For the sake of this doubdlul privlege she i3
invited to foress the prospect ol @ close industrial co-operation on the European
Contivent with the U881, which would secure for her frcedom of action, a rising
etamdurd ol [z, and the adventures of a constrictive peice lur A long time to come.

The greal symbol of universalism is the gold standard. Tt may be objected that
the pre-1914 zold slandard neither will nor can be re-introduced, snd thal to spriid
alarmn about Americn’s mleplon of restoring il, is to tile at windmills. Bue this
iz a mere quilibde,  The efd standard is, of courss, ws dead as o docenail ; and oo
cnie will dreamm of resuscitating it even {hough, till Tecenlly, the expects of the Leage
of Nations declared that it was (e conditivn ol fubure prosperity. ot uefortunately,
shet America is striving for is nol the meze shadow or the empty nawe, but the
substance of the gold standard ; and this—as wellinformisl prople should know
by now—iz no other than the balaneing of " foreign econcany " Aheoigh automatic
movemments of Liade, ie., through the unditected lrade of private individueals and @
firms, The hattle over the geld standacd, which superficially appears tu he a mere
wrangle about finuncial foshaicalities, is in reality a batile lor and mguinst tegivoal
planning, There was a grim jwony in some Bussian statements favonring Americun
plans of restoting the gold standarnd. For as to Lpssia, since she Las no private
irading, the gquestivn docs not coneern hor,  She is a nere alipoker whu mipght be
sevradly armused by the antics of USA. and Great Britain enmeshed in the toils
of the pold s.andard. :
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Britain will, thevefore, have to defing her policy with regurd to the gold standard,
whatvrer Joro il ey take. AMGOT, UNREA, TFEA, and the othera—the fotters
F and E stand for Foreign Economy  are instrunwals, mainly Americsn, for re-
establizhing market methods in the liberatod counlrivs. The fact that, under the
given corditions of scarcity, the use of such methods mnst tend fo produce starva-
tion and unnemplovment does a0t zecm to have stewck sope ipterpreters ol fhe
Atlantic Charter. Ewven the alleged predilecticn of Uese orpups of 1elief and re-
habilitavion for menarchistd and clovicals soay be doubtlul - for what makes them
invariably side with the ancien regime grainst the popular forces is oot so uch
their renctionary views o their determnination to rastoes the practives of the [ree
market—and to this determination any poonlar represenidlive body would neces-
sarily e opposed,  FOowill b duloresiiog o walch the reacrions of the odinary
Englistemun when he besins to realize that at the heart of warld pelitics ihere s a
universalist conspiacy to make the world sale for the gold stancdsrd,

There is indecd grave t:lfulg{'r that Beltain may miss her chanee.  An indus-
triglly stagnent miling class is less swayed by ecomamic consideraticos han Ly
the advantages of birth and education. Wholehearte] co-ope ation with Russia on
the Continent, ensrmansly profitahle as a business proposition, might invelve the
provid ol a new coualilanian impulse radiatioge this time from a Continent which swas
turied inte a bome of popular gorermiment by Russian indflecnce,  Nol as 1f the
US55 R, was feared any more as the moether of Sovicls ; vel she muy still prove
herselt a true daughter of the Vreoeln lRovelation.,  The clond oo the horizon is not
yit bigrer than a man’s hapd,  But what if 1t started to grow amd, ev emurjly; i
gome dire cTisis oF n some greal adventure of progress, frosh foto sl S)ATATIE 111_1
and fuse Thsrasli's Two Nations into one ! Such a consuitnalion is dreaded by
thwose wie look mnore to the past than to the furws for their title to leadership,  Tliey
will eld on te social privilege even at the expense of financial loss,  Contrary 1o
natinnal interest, they might atfempt to restore universal capitalism, instesd of
slvileing out huld.iv ou the pailis of Tepional planinge,
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‘UNIVERSAL CAPITALISM OR REGIONAL

PLANNING ?
By K. POLANYI

1

Or all the great changes witnessed by our gemeration, none may prove mote
incisive than that which is transforming the crganisation of international life,
Behind the routine of power politics which either serve or, more often, are served
by ideologies, we can catch 2 glimpse of far-llung and meaninglul policies which
may, albert incidentally, fulfil the deeply rooted aspirations of the common man.
It is probable that the chances of democratic socialism {which most people, cven
quite recently, wonld have pronounced to be nil) are greatly improved, although
by unexpected paths.  But whatever may be the fate of domestic a fairs, the political
system of the world as a whole has undoubtedly reached a turning point, and, as a
consequence of this, Greal Britain is now standing at the cross-roads. The event is
still too close, and too vast, to be clearly discernible, but the sooner we take our
bearings the better.

One comes to realise this when making the attem]%-»t to describe more precisely
the tendencies underlying the foreign policies of Great Britain, Russia, and America ;
for here it is quite certain that the tra&tianal pattern is not encugh. What is at issue
between the powers is not so much their place in a given pattern of power, as the
patterss sfself. Broadly speaking, the United States fits into one pattern, that of
nineteenth century society, while all other powers, including Britain herself, belong
to another, which is in conrse of transition to a new form, Each side will, or at Icast,
in reason, should, favour that pattern which tends to keep its side of the balance
secure.  Obviously, it is of paramount importance to read the meaning of these
patterns aright.

The tremendous event of our age s the simultaneous downfall of liberal capitai-
izm, world-revolutionary socialism and racial domination—the three competing
furms of universalist societies. Their sudden exit followed upon drastic, unheard of
changes in hwman aifairs, and the beginning of a new era in internaticnal politics.
World-revolutionary socialism was overcome by * regional ® socjalisrn in the sufferings
and glories of the Five Year Plans, the tribulations of the Trials, and the trinmph of
Stalingrad ; liberal capitalism carne to an end in the collapse of the gold standard,
which left millions of unemployed and unparallelled social deprivation in its walke :
Hitler's principle of domination is being crushed on a battlefield co-extensive with
the planet lLe attempted to conquer ; and out of the great mutation various
forms of inherently limited existence emerge—new forms of socialism, of capitalism,
of planned and semi-planned economics—each of them, by their very nature, regional,

This process was an almost exact replica of the establishment of the European
states-system about the end of the 15th century. In both cases the change sprang
from the collapse of the universal society of the period. In the Middle Ages that
soclety was primarily religious, while in our time it was economic. It is obvious
that the break-down of the nineteenth century system of world economy inevitably
resulted in the immediate emergence of economic units of limited extent.  In terms of
the gold standard, thal true symbol of universalist econorny, this is sell-evident
since its passing forced every country to laok affer its own foreign economy,” which
had [urmerly “ looked after itself’T New vrgans had to be developed, new institu-
tions had to be set up to cope with the situation. The pecples of ihe world are now
living under these new conditions, which are compelling them to evolve a new way

By " foreign economy " we simply mean the movement of goods, loans and payments
acrots the borders of & country. : i
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of life. Their “ foreign economy ™ is the govermments’ concern ; their currency is
managed ; their forcign trade and forcign loans atc controlled. Their domestic
insttutions may differ widely, but the institutions with the help of which they deal
with their “ foreign economy ™' are practically identical. The new perrmanent
pattern of world affairs is one of regional systems co-existing side by side.

There is one notable exception. The United States has remained the home of
liberal capitalism and is powerful enough to pursue alone the Utopian line of policy
involved in such a fateful dispensation—a TUtopian line since, ultimately, the attempt
to restore the pre-1914 world-order, together with its gold standard and manifold
sovereignties is inherently impossible. But the United States has no alternative.
Americans almost unanimously identify their way of lif= with private enterprise and
business competition—though not altopether with classical Jassses-fedre. This is
what democracy means to them, rich and poor alike, involving, as it does; social
-equality for the vast majority of the population. The Great Depression of the carly
thirtics left this predilection unimpaired, and mercly dimmed the aura of adulation
which surrounded laissez-faire economics. Except for a few sacialists, mainly of the
world revolutionary type, and perhaps a somewhat greater number of conscious
fascists, the stupendous achievements of liberal capitalism appear to Americans as
the central fact in the realn of orgamized society, Factory legislation, social in-
surance, tariffs, trade nnionz, and experiments in puhlic services, even on the seale of
the T.V.A., have affected the posilion of liberal capilalismn as little as similar depar-
tures towards interventionism and socialiam had done in Europe up to 1914, The
New Deal may well prove the starting point of an independent—American—snolntion
of the problem of an indusirial society, and a real way out of the social impasse that
destroyed the major part of Europe. That time, however, has not yet come.

With a free supply of land, unskilled labour and paper money, a liberal economy
functicned in the United States, at least until the period beginning in 1890, without
producing the lethal dangers to the fabric of socaety, to man and soil, which are other-
wise inssparable from " self-adjusting "' capitalism. That is why Americans still
believe in a way of life no longer supported by tlie cornmon peopls in the rest of the
world, but which nevertheless implies a universality which cornmits those who believe
in it to reconguer the globe on its behalf. On the crucial issue of foreign economy,
America stands for the nineteenth century.

It follows that, potentially at leasi, Great Britain and the Soviet Union, together
with other countries, conform to one pattern, the United States to another. The
British Commonwealth and the USSR, forrn part of a new system of regional
powers, while the United States insists on a universalist conception of world affairs
which tallies with her antiquated liberal economy. But reactionarics still hope
that it iz not vet too late for Britain's own systemn of forcign economy to be changed
back so that it may fall in line with that of America. This is the real issue to-day.

I

It is from the regionalism to which she is committed that Russia draws her
reatest sirength. The victory of Stalinism over Trotskyism meant a change in het
oreign poliey from a rigid universalism, relying on the hope of a world revolution, to a

regionalism borderiog on isolalionism. Trotsky, in fact, followed the traditional
line of revolutionary policy, while Stalin was a daring innovator. By denying these
faets, Cormmmunists cansed hopeless confusion and made it unnecessarily difficult for
us to realise the starlling novelty of Slalin’s policy.

To begin with, there 1s an entirely new attitude towards the uses of social change.

The victorious Russian empire takes its independence for granted, and its dominating
interest is durable peace. (Given this, the U.5.5.I1L. might, by half a dozen Five
Ycar Plans, reach the American level of industrial efficiency and standards of life,
and, indeed, surpass it.) As it has excluded wuniversalist selutions on the model
of the League of Nations or of World Federation, peace depends merely on the
foreign policies of its neighbeurs.  The Russians are determined to have only friendly
states on their western borders, but they are loth to extend their frontiers so as to
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include those neighbours. The new constitutional changes are designed to assist
Russia in this endeavour, since they allow smaller neighbours to harmeonize their
palicies with their own immediate neighbours inside the U.5.5.R., without neces-
sarily having tv carry on negotiations wth the colossus ilsell. The U.S.5.R. offers
them Slavonic solidarity against German aggression, and assumes that nothing but
class interest would induce their rulers to side with Germany against herself. She
wints, therefore, to destioy the polilical influence of the fendal class and * Leavy ™
industrialists in these countrics, and intends to use socio-economic means for this

pose, but for this putrpose only. In other words, she wishes to put economic
radicalism to the service of limited political ends.  Such basic reforms as she advo-
ciates, in Poland, for cxample, wonld not mean socialist revolutions in the usual
sense —where socialisin is an end in itself—but mercly popular upheavals aimed
at the destruction of the political power of the feudal classes, while eschewing any
gencral transformation of the property system. - Such revolutions are far safer than
the traditional, unlimited socalist ones which, at least in Eastern Europe, would
either provoke a fascist connter-revohition, or else could maintain themselves only
with the help of Iinssian bayonels, which Russia has no intention of providing.

Nothing could be less appealing to the conventional revolutionary than such a
prospect. It is no exaggeration to say that he could not approve of it without mental
reservalions, and might find it diffienlt even to comprehend.  Traditionally, he
regards political aclion 43 4 means of achieving sociv-economic ends and to reverse
thus sequence by using socio-economic means, such as natienalization or agrarian
reform, for political ends appears almost unnatural to him.  In eifect, the Russians
themselves justly refuse to call these methods socialist since they are merely designed
to safeguard their own security.  For all that, they may achieve a democratic socialist
transiormation more effectively than anything world-revolutionary socialists ever
atternpted.

rom the ideological stratesphere socialism thus parachutes to earth. Our
generation has learnt how overwhelmingly the people rally behind policies designed
to protect the community from external danger. The Russians promise their neigh-
bours a secure pational existcnce on condition that they rid themselves of incurably
reactionary classes and it is to this end that they suggest expropriations and even-
toally confiscations. No one ought to be surprised if such methods, unpopular
elsewhere, should find strong support in communities which see in them the means
to national security. It should be remembersd that once the Keformation began
to involve the secularization of Church property, its scene swiftly changed from the
cells of monasteries to the council rooms of the Princes, Similarly, the people may
decide with alacrity for socialist measures which deliver the political goods.

It follows that it is precisely the regional character of this socialism which
ensures its success and prevenls it from becoming a mere introduction to further
wars and revolutions. These would necessarily result from the attempt to spread
socialism, for its own sake, to neighbouring countries. Socialisation of the new kind is
emphalically not an article for expert. It is a foundation of national existente.

In Eastern Europe regionalism is also the cure for at least three endemic political
diseases—infolerant nationalism, petty sovereignties and economic non-co-operation,
All three are inevitable by-products of a market-economy in a region of racially
mixed settlements. The virnlent nationalism of the nineteenth century was un-
- kmown cutside the confines of such economies and its geographical extension towards
Central Europe, Fastern Europe and Asia coincided with the territories brought
under the control vl a credit system by antochthonous middle classes. In multi-
national areas, like the basins of the Vistula and the Danube, this resulted in hysteni-
cally chawvinistic states, who, unable to bring order into political chaos, merely
infected athess will Lheir anarchy, Moreover, to the amazement of the utilitarian
free-trader, with his naive outlook bounded by economics, the unresolved racial
issumes prevented the smooth, funclioning of markets across the disputed frontiers.
The Bolsheviks must soon have found out that this type of nationalism was merely
the result of ninetecnth century economics in multi-national areas. Indeed, their
experience, both within and without their frontiers, taught them that whenever
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market methods were discarded for planned trading, intractable chauvinisms lost
their viciousness, national sovereignty became less maniacal, and economic co-
operation was regarded again as being of mutual help instead of being frared as a
threat to the prosperity of the state. In effect, as soon as the credit system is based
no longer on * confidence * but on administration, finance, which rules by panic, is
deposad, and sanity can prevail. It must be admitted that any type of economic
regionalism—whether socialist or not—any planning—whether democratic or not—
might have a similar effect in the racial jig-saw pugzle of the Danube, the Vistula,
the Vardar and the Struma. But, as it happened, history offered the chance to the
Ruszians, who natorally took what was prolfered to them.

Regionalism is not a panacea. Many old, and perhaps many new, troubles
will not vield to its treatment. Nevertheless, it is a remedy for many of the ills of
Eastern Europe : and this accounts for the superiority of Kussian policies in this
region. If the Atlantic Charter really comumitted us to restore free markets where
they have disappeared, we might thereby be opening the door to the reintroduction of
a crazy nationalism into regions from which it has disappeared.  'We should not only
be importing unemployment and starvation into the liberated regions simply by
‘liberating © the local markets ; we should alse be burdening ourselves with the
responsibility of having thrown back the people into the anarchy oul of which, by
their own exertions, they had just emerped.  Marshal Tito’s partisans bid fair {o
solve the problemn of Balkan hatreds simply becanse they start from the assumption
of a system no longer market-ridden and no longer managoed by the middle class.
This is the key to the Macedonian miracle. To-morrow Europe as 4 whole may
yearn for the Balkan cure, and regionalism will be supremns,

LI

Thus it becomes apparent that liberal capitalism is not lo-day primarily a
domestic jssue,  First and [oreinost it is a matter of forsign policies, since it is in the
intermational ficld that the methods of private enterprise have broken down—as '
shown by the failure of the gold standard ; and it is in that [ield that adherence to such
methods constitules a direct ¢bstacle to practical solutions. Liberal capitalim is
based on one simple tenet : foreign buying and zelling, lending and borrowing, and
the exchange of foreign currencies are carried on hetwean sndividuals, as if they were
members of one and the same country. * Foreigo ecowovmy ™ is thus an affair
of private persons, and the market-mechanism is credited with the almost miraculous
power of * balancing * the foreign cconomies of all countries automatically,—that is,
without the intervention of their governments. This Utopian conception failed im
practice, as it was bound to do; and the gold standard was destroyed by Lhe un-
employment that it cansed. In fact, the new methods of * foreign economy ” which
have supersedrd the gold standard are incomparably maore effective for the purposes
of international co-operalion, With their help we are able to solve problems which
were formerly intractable. Among these are the distribution of raw matedals, the
stabilizing of prices, and even the ensuring of full emplogment in all countries. Each
of these problems was a pernfanent source of anarchy under the market system.
Whether an even more universal system of marketing might not, after all, have been
successful, will never be put to the test, since it wonld invelve the impossible task
of first restoring the market system throughout the world.  Yel to this task the
United States stands self-committed, and she may not realise for a long time that her
attempt is doomed to failure. The alternative to the reactionary Utoepia of Wall
Street is the deliberate development of the new instruments and organs of foreign
trading, lending and paying, whicl constitule the essence of regional planming.

Here lies Britain’s chance. ' Forelpn ecenomy " musl necessarily be the
pivot of the policies of an island empire dependent upon imports for maintaining a
civilized standard of lile, and on free co-operation with oversea donunions for the
survival of the Commonwealth. Neither [ull cinployvinent, nor a flexible curency,
nor continuous imports, are possible for such a country without a planned foreign
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economy. With its help, however, Bntain wiontld be able to reap the huge ecunomic
and political advantages of the new regional organization of the world.  She took
a decisive step in 1931, when she went off gold, introduced a capital embargo and
Lurned to paper money ; another step was taken at Ottawa @ still another lay in the
establishment of mational governments as a semi-permanent institution ; and an
avalanche of even more incisive changas followed during the war. Great Brtain is
nn longer a free-trading country ; she is not on the gold standawl ; she has been
interfering at home with private enterprise in every conceivable manner ; she is
entirely capable of organising the whele of her external cconomy on a controlled
hasis—whoever is eventually put in charge of the controls ; and all this has happened
without any infringernent of vital liberties or of the freedom to shape public opinion.
Indeed, public opiniol has never heen more suprenie over government.

Far from being cramped in her national Jife or frustrated in her impetial ex-
istence by breaking the taboo of non-interference with industry, Greal Britain has
bhocome more healthily united with every year thal has passcd since she left the
atrosphere of liberal capitalism, free competition, the gold standard, and all the
other names under which a market-society 1s hallowed. There is nothing to prevent
her from using the new methods of regional economics to abolish uncmployment,
perindically to adjust currencies, to organise bulk imports, to direct her foreign
Invesiments, to arrange for large-scale barter, to finance heavy mmdustrial exports, to
conclude long-term contracts of industrial collaboration wilh other governmints
and thus to ro-ordinaie domestic employment and living standurds with her trade,
shipping, financial and currency policies in such a way as to secure for herself the
advantages which accrue in the modern world from a deliberately-vsiablished and
purposefully-managed national system. Precisely because forvign economy is more
liable to control—and more in need of it—than domestic trade, the British Isles in
spite of their rigid class-structure, had the good luck to be zhead of the young
American continent in adjusting themsclves to the requirements of the new econuny.

This advantage is now in jeopardy. The freedom which Great Britain purchased
at so high a cost in the critical wecks of 1631, when her banks threatened to fail and
wire suvad only at 1ae price of the gold standard, wo ulil be endangered by a lop-sided
policy of Anglo-American co-operation. Instead of sccuring for Britain the unique
advantages of a regicnalism, which would enable her to co-operate equally with the
U.SG.1. and the U.5.A. a co-operation particularly essential in dealing with their
sub-continents —it would deprive her of these argans of external trade which she
necds for her survival, She would become merely @ helpless partner in the old-
{ashioned system suited to the continental sconomy of the U.S.A., in which foreign
trade plays only a very small part. For the sake ol Lhis doubtlul privilege she is
inviled to forego the prospect of a close industrial co-operation on the luropean
Continent with the U755 ., which would secure lor her freedom of action, & rising
standard of life, and the adventnres of a constructive peace for a long time to comas.

The great symbol of universalism is the geld standard. It may be objected that

the pre-1914 gold standard neither will nor can be re-introduced, and that to spread
alarm about America’s imtention of restoring it, is to tilt wl windmills, But this
is a mere quibble. The old standard is, ol course, as dead as & deornail ; and no
one will drearn ol resuscitating it, cven though, Hll recently, the experts of the League
of Nations declared that it was #he condition of future prosperity. Bul, unfartunately,
what America is striving for is not the mere shadow or the cmpty name, but the
cubstance of the gold standard ; and. this—as well-informed people should lmow
by now—is no other than the balancing of *' forcign economy ™ through aulomatic
movernents of trade, i.e, through the undirected tade of private individuals and
frms. The battle over the gold standard, which superficially appears to he a mere
wrangle about financial technicalities, is in reality a battle for and against regional
planning. There was a gnm irony in some Russian statements favouring American
plans of restoring the gold staudard. Lot as to Russia, since she has no private
trading, the question does not concern her. She is a mers onlooker who might be
secretly amused by the antics of U.S.A. and Great Dritain enmeshed in the toils
of the gold standard.
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Britain will, therefore, have to define her policy with regard to the gold standard,
whatever form it may lake. AMGOT, UNRRA, UFEA, and the others——the letters
F and E stand for Foreign Eeonomy—are instruments, mainly American, for re-
estahlishing market methods in the liberated countres. The [act that, under the
given conditions of scarcity, the use of such methods must tend to produce starva-
tion and unernployment does not seern Lo have struck some interpreters of the
Atlantic Charter. Ewen the alleged predilection of thesce organs of relicf and re-
habilitation for monarchists and clericals may be denbtful @ for what makes them
invariably side with the emcien regfme against the popular forces is not so much
their reactionary views as their determination te restore the practices of the free
market—and to thiz dstermination any popular representative body would neces-
sarily be opposed. Tt will be interesting to watch the resctions of the ordinary
Englishman when he begins to realise that at the heart of world politics there is a
universalist conspiracy to make the world safe for the gold stendard.

There is indesd grave danger that Britain may miss her chance. An indus-
trially slapgnaol ruling class is less swayed by economic considerations than by
the advantages of birth and education.  Whole-hearted co-opeation with Russia on
the Continent, enommously profitable as a business proposition, might invelve the
peril of a new equalitarian impulse radiating this time from a Continent which was
turned into a home of popular government by Ruossian influence. Not as if the
USEER. was feared any more as the mother of Soviets; yot she may still prove
herseli a true daughier of the French Revolotion. The cloud oo the horison is not
yet bigger than a man's hand,  But what if it started to grow and, eventually, in
gome dive crisis or in some great adventiure of progress, fresh forees should spring up
and fuse Disrzeli's Two Nations into one 7 Such a eonsummation is dreaded by
those who look more to the past than to the future for their title to leadership. They
will hold on to secial privilege even at the cxpense of financial loss, Contrary to
national interest, they might attempt to restore universal capitalism, instead of
striking out boldly on the paths of regional planning.
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i greatest strengih. The victory of Stalinisme ever Trotskyism meant o change in her

foreign policy from o rigid universalism, relying on the hope of a world revolution, toa

togionalism bordening on iselationism, Trotsky, in fact, followed the traditional

_ . Iine of revolotionary policy, wiile Staline was a daring innovater. By denying thess

ai.‘ facts, Communists caused hopeless confusion and made 1t nonecessarily difficult for

us to realise the starthng novelty of Stalin's policy. : :

To begin with, there is an sutirely new attitude towards the uses of social change.

The victorions Russian empine takes its independence for pranted, und its dominating

interest is durable peace. (Given this, the USSR, might, by hall a dosen Five

Year Plans, reach the American lovel of industrial efficiency and standards of life,

and, indeed, surpass it.] As it has excloded universalist solufions on the model
..j of the League of Mations or af World Federation, peace depends merely an the
! foreign palicics of its neighbours, The Russians are determined to have only friendly

siates on their western borders, but they are loth to extend their fronticrs se.as.ds
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jix The new comstitutional changes are designed to assist
Russia in this endeavour, since they allow sinaller neighbours to harmonize their
policivs with their own immediate neighbours meide the U551, without neces-
sarily having 1o carry on negotiations wth the colossis ilself. The U.5.5R. offers
thesn Slavome solidarity agamst German aggression, and assumes that nothing but
class interest would induce their Tulers to side with Germany against herself. She
wartls, therefore, to destroy the political influsnce of the feudal class and * heavy = .
sndustrialists in these countries, and intends to use socio-ceonomnic means for this / EE:
purpose, It for this purpose only. In other words, she wishes to put conomic a7
radicalisin Lo the service of Limited political ends,  Such basic reforms as she advu—ﬁ(l-j:k?

cates, in Polandy Jur example, would not mean socialist revolutions in the nsnal
cense —whoere socialism is an end in itsell—but merely populur upleavals aimed
at the destructinn of the political power of the foudal classes, while cschewing any /-
eneral transformation of the property systeme,  Such revolnfions are far safer than” —m
the traditional, wolimited socialist ones which, st-ess€ in lastern Burope, wonld cendaring
gither provoke a fascist counter-revolulion, or else could mamtain themselves only’ :
with the help of Russian bayoncts, which Russia has no intention of praviding.
Nothing could be less appealing to the conventional revelutipnary than such a
~—rospect. It is 0o exaggeration to say that he could nul approve of it withouat mental :
sgervarions, and might find it difficntt even {o comprzhendy  Traditionally, e £
regards political aclion 25 2 means of ackicving socio-cconomir chdds and 10 reverse
this sequence by using sucio-ccomomic means, sach as nationalization or agrarian - -
reform, ot political ends appears almost unwalural to him. Lo effect, the Russians
(Lieimselves justly Tefuss to call these methods socialist sinee they ave nerely desipned
to safeguard their own scourity.  For all that, they may achieve a dempoTutie sucialist
translorination more effectively than apything world-revulutionary socialists ever
artempted.
: From the ideological stratosphers sovialism thus parachutes to earth. Our
generation has Jearnt how overwhelmingly the people rally brhind policies designed
to protect the cormnunity from external danger, The Russians promise their acigh-
boirrs & seelre national existence on condition that they rid themselves of Incurably
reactionary classes and it is to this end that they suggest cxpropriations and even-
tually confiscations. No one ought tu be surprised if such methaods, parpepulast of Grestl
elsewhere, should find strong support in communities which see in them the means ad gl
to pational secority, It should se remembersd that once e Reformation began
to invelve the secilarization of Church property, its scene swiftly changed from the
cells of monastaries to (he council rooms of the Prinecs.  Similarly, the Feople may riD
decide with alacrity for sodialist measures which deliver the prlitical goods.
= Tt follows ibat it is precisaly the regional character of this socialissn which
nautes its success and prevents it from becoming a mere introduction to further
wars and revolutions. Thds would necessarily result from the atternpt to spread
socialism, for its own sake, to neighbauring countries.  Socialisatiom of e new lemd 15
exnphatically not an article for export.  Ttis o fo nulation of national existence.

In Fastern Lurope regionalism a0 the cure for at least three endemic puhtzi:'apl':-;m.
diseases—intolerant nativnalism, petty soversignties and cconormic flon-co-pperation. %

All three areiimwiabe by-products of«rmarkeTRconuiiy in 2 region of racially

mixed setzlements. The virulent nationalism of the minetegnth cemtury was un- ‘Z‘i«_(
known ontside the confines of such economics and fts Mﬁﬁé&ﬁ&mﬂﬂ towards %'"G‘;.
/E:entml Lurope, Eastern Kurope and Asia asbmertertwritr—tireterrrbortes brought b

/ nnder the control of a credit systern by autochthonouns middle classes. In molti-

/' national aceas, lile the basins of the Vistula and the Danube, this resulted 1o bysteri-
cally chanvinistic states, sshe, unable to Lring order into political chaos, merely k’ﬁ- o
inlocted others with their anarchy. Moreover, to Uhe amazement of the uiilitarion
froa-tracler, wita Lis paive outlook bounded by ccononies, the wnpesolved racial ———
issues prevented the smooth functioning of martkets across the disprared fronticrs.

The Lolsheviks must soon have fonnd out that this type of nationalism was merely
the result of nineteenth century economics in multi-national areas. Indeed, their
experience, both within and without their frontiers, taught them thal whensver
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market methods swere discarded for planned irading, intractable chauvinisms losi
their vicipnsness, national sovercignty becwtme lwss mandacal, and coconmmic co-
operation was regarded aguin as being of mutual help msteud of beang feared vs o
threat to the prcﬁ;mrity of the state,  In effect, as soon as the eredit system 1s basad
o longer on © conbidence ot oo adimivdstration, finance, which tules by panic, is
deposed, and sanity can prevudl. It must be admitred that aoy type of vconomic
regionalism—whether socialist or not—any planning—whether democratic or not-—
might have a sirmilar cffect in the racial jig-saw puzzle of the Danube, the Visiula,
the Vardar and the Stroma. 42, &s it happened, history offered the chance to the
Bussians, who sedsssalls took what was profered to them.

Repionalism is not a panacea. Mauy old, and perhaps many new, iroubles
will not yield to its trestment,  Nevertheless, it is a semedy for many of the ills of
Eastern Eorope @ and this accounts for the superionty of Russian pelicics in this
region.  If the Allantic Charter really commirtod ns to restore free markers where

?o'-( Ly have chsrppeared , wo might theroby be opendng the door o dhe qeintbrodociion ol
—= 4 ¢reey naticnalizminto regions from which It has disappeazed. We should not ondy
be importing vnemplogment aned starvation into the liberated tegions simply by
“liberasing * the local warkels , we shoubd @so De Toichoing aceselves with cle
responsibility of having thrown back the peopls inte the snarchy out of which, b
their own excriions, they had just emerged.  Muarshol 15ee’s partisons bid foir
snlve the problem of Balkan hateds simply becanse they statt from the assamption
ol a system no longer macket-ridden and no longer managed by Lhe middle class.
This is the key to the Macedoniun iniracle.  Lo-mnorrow  Burope as a whole may

: vearn for the Balkan cure, gadegienalisprwi-besrpremms

~

LIIT
4
iberal capitalism is nol to- Lh} lmrn.-l,"ﬂ'-,. a
domastic issue.  First and Jorenost it 15 a matier of e igr1 l:r.nllc"l% T s1n zhe
imternational field that the methods of poivate enterprise Lowve " broken down —as -
_41"-:”'!-!};&3 whesgw by the failure of the gold standard ; and it isic the$field that adharence Lo zrm...r (159

Qu..

‘1.‘_ ethods constilutes a direct chstacle to practical ::.olu‘tmn,-. ql1bcra.1 capitalism is
ks * based on one simple f6R6E  foreign baymg and seling, lending and borrowing, and
the cachange of foreipn commencics se Ldrmd on betwesn individuls, as if thes were
members of one and the same country. * Foreign rcomomy ” is thus an affaic

oi pnvute PETEONE, anid the market-mechanism 1z credited wath- ihe almost mir acirlons
.; p.:-wc—.r {-f laneing * the foreign coonomics of all countrics ewfometzcally —that is
- intervention of thur governments.  Thid Jederrorermresndimy, failed 3
d - p-:g,ctmf; aa it was bonnd t d? z:ﬁ the gold standard was descpoved by he un &
¢ employment that it caunsed. ﬁﬁ, he nesw methods of * forcign economy whiuh-'gc
Lave superseded the gold standard are incomparably more effective for the purposes
of international co-operation. With thelr help we are able to solve problems which f 7
| wer: fovmetly infracrable.  Among these are the distribution nf rasw mateeials, she =
J‘\ stabiliziny of prives, and even the ensiying of foll employienl o all cowndrics.  Each
; 5;‘ of these problems wus o petmancht souree of anarchy under the mocket syatem, T
Whether an even more universal systern of murketing might not, after all, have been
snccessful, will never be put to the fest, since it dmedd involy r;st npusmblo ‘.-M“*'—sr |
g of sk restoring the market systom dheovghort the world. m‘% this task the .
¢ United States stands self-comrmtted, and she may not realise for a long time that her =
attempt iz dooned to failore. The alternative to the reaclivaary E-Qapii}of Wall #
Sireet is the deliberate developmentl of the new instruments and organs of forelgn - f
tradling, lending and {:ru}-'ing, which constituts the BEIENCE of reglonal planaing, 5
Here lies Britain's chance. ™ Foreign eronnmy ™ must aeressarily be the 9
pﬁ{ it of the policics ol an island f-mpm degreanlent upon imnports Tor maintaining o o3
civilized standard of Lile, and wi iroe co-operation with oversea dominions foo the . >
suryival of the Commonwealth.  MNeither lull emplovment, ner a flexible currency, 2
nor continnous jmpotts, are pus'-lble for suca a country without a planned lorcign
- s g Dlacdavd
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eoonamy.  With its help, however, Brithin would he ahle to reap the bigge econamic

and political advantages of the new regional organizaiion of the world, She took

a declsive step in 1931, when she went off gold, introduced a capitul cmbarge and
turned to paper mogey | another step was taken at Ottawa ; still another Iay in tha
establishment of national goveruments as o sumi-permanent institution © and an
avalanche of even more incisive charges followed during ihe war. Great Britain is

o longer o free-trading: countiy ;) she is not on the goll standard ; s Las been
interfering ai lwme with privale eoterprise in eveTy concelvable manmer; she iz, -
entively vapuble of organising the whale of her exdimmed econguly un a controlled (et
basis—whoever 1s cventow!ly put in churge of the controls @ and all this has happensd © 7
without any inlringement of vital liberties o ol the freedam -Le?ﬁupa public opinion,
Indeed, public opinion has never been morc supreme over LORTETTITIZNL,

Far from heing cramped in ber national life or frustrated in her imperial exe
istence by bregking the taboo of nonsinterference with industry, Great Britain has
becomne more healthily united wilh every year {lat has pasacd sitice she left the
atmosphere of liheral capitalism, {ree comipestition, the gold standard, apd all the
other names unider which a matkat-society is hallowed, There is nothiag to prevent
her from using the new methods of regional econontics tn abelish tmemplayment,

pmgriodically to adjust comencies, to organise bulk imporls, Lo direct hor foreign
(<VESIMENtS, 40 arrange for large-scale barter, to finance heavy indusirial cxports, to
conclude long-term contracts of industrial eollahoration with other EOVErIITents

and thus in co-urdindte domestic cmployonwnt and Iving slandards with Les trade, — w
shippirg, financial and currency policiss i a3 to secure for hersclf the F=

advantages which accrue in the modern world from a deliberately-cstablished and
purpesctully-managed national systenr,  Precissly becanze foreigh ceonomy ia more
liable to control—and mors in need of 3t -than domestic trade, the British Lsles in
spite of their rigid clussstmuetoreyhad the good luck {o be ahead of the FOULE
American continent in adjsting tHemsealves to the requitements of the now economy,
This advantage is nuow in jeapardy. The freedom which Geeal Britain parchased
at so high a cost in the cntical wecks of 1931 when her banks threatened to fail and
v seved unly at the price of the gold standatd, wonld be endangeend b o lop-sided
policy of Anglo-American co-operation. Instead of securing for Brilain ths unique Loe .,
adventages of a regionulism, which would enable hur to co-operate equally with the © o
US55 and the U5 A —a co-operatinn perticularly vasential in dealing with their™
sub-continents—t would deprive herfof these forgans of externebtrade which she ::r‘_ :
needs for her swrvival, She would become mercly & helpless partoer in the old- (7 4>
fashioned system snited to the continental economy of E%ﬂj AlS A in which foreign — &
o bade plavs orly o very snall part,  Hor the sake of 885 doubtiul privilege sho i
lashod™mied 1o forvgo the prospect of ghclose indusirial co-operation on the Enropean
wmtinent wilh the L2 5], vr'lziuﬁh would secure for her Irecdom of action, a ri=ing
standard of life, snd the adventores of a constructive poace for o long time ro com,
- The great symibol of universalism is the gold stundard, Tt mnay be ohjected that
the pre-1914 gold siandard neither will nor can be re-introduced, and {hat to spread
alarm aboul America’s intendiof of restaring if, is to tilt al windmills. Hut this i
is & mere quibble.  The ofd standard is, of comrse, as dead ws o dacrnail  and oo
““gne will dream of vesuscitating i, even thongh, till reccntly, the eaperis of the Leagne
of Wations declared thut it was the condition of ful ane prosperive.  Linr, unfartunately,
wlial Americy is stiving for is net the more shodioa or $he BLIpEY name, bat the
substance of the gold standard ; and (his—as well-informed penple sheuld Toer
by now—is sio otler than the balanving of * forcign coonormy ™ throurh autemalic

F

TOVENCLES of sbrediy 1.0, theough the andireclod trade of privite individuals and = 5
firms.  The batile over U guld standard, Wikch superficially appears to he A mere i b
wrangle about linancial technicalitics, is in reality a babtle for and agaiost regional ;
Tlanning.  Thers was a grom ireay in some Russian statsments favounng American Ao
plaus of restoring the gold standard.  For as to Qussia) sines she has no Jirivate ...'\_-g h

truding, the questien dovs not concern Im;.r dhe 13 amiene oiduoker who might be
secretly amusel by the anties of ULS.AJnd Geeat Britain enmeshed in the toils
of the peld stundard. ] . RRT
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Ja-itain will, Lherciome, hove tu define Lier polivy with ezard to the gold standard,
whateyver [ it way ok, AMGOT, N REA, LFEA, anl the others—the letiers
| oand 10 stand for Furcign Founomy—ile iasleaments, meinly Ainerican, foxr 1=
eulablishing market rmethiods in Lhe liberated coumtripe.  The facl that, ynder the
given conditiuns ol scareity, the nae of such methods st temd to prodace starvi-
Tion and paerncleyinent does not s=ean to huve ctruck sotre Interpreters uf ihe
Ailontic Charter, - Fann the allegel predilertion o) these orgams ol pelief and re-
habilitation locx monarchiats ansd clerienls may b dombaiul 2 for what mekes Lhem
inyatiahly side with the ancien pigime against the poprlar lurces is ot so mich
it Teachionany yiews ws thoil deterrnination to restore L practivas oi the ree
rrrarkeat ] -;lf-.tu:ruima:iésﬁaﬂﬁfdpulu,t represintative body wolld neces-
= . - - - -~ - - 3 a

sarily be opposid. I- will e infuresting to veatch the rencticns of the ordildry o
Tnglisitman when Lo baring 1o Tealise that al thes heart of wold politics thers e
driversalst conspincy to make whe world safe Jue the gold standard.

There s incloed grave danger shat Diitain may miss lior chance. An indus-
ially slagyansy ruling pluss is {less Aoyl ey connote considurations  than by
fie edvantages of birtn and cluention, W hEole-learted co-ppeation wilh Jussia ol
e Cootinent, snotmoisly profitulle as 4 huginess propositien, tnhht imvolves the
peril ol a aew vy litarian impulze radiating thiatiwee lvom a Continent which W,
furacl ince & home of popu.ar gorvenmmenty by Rissing infuence, Mot as it th
LS5 R fispy) ol HtATIC U5 the mother of Suviels, ‘é—gﬁf she wmay still prove

—Egail A [1us dangiter of the IFrench Fevotntion  Thi clonil on e horizen iz not

yer bigger vhan 2 nams hand,  TBut what il it started 1o grow and, evintoally, m
Lo dire erigis 07 I s0me fral adventure of prograss, frosh [orces should spring up
anel {use Disash's Two Wolioms mlo owe ? o Sueh  copsurmnation is dreaded b
thuse who lonk mere to the pest Fliei to the fafure ue thedr title Lo Jeadership.  Yhey
will hold on to social privilegs even wl the expenze of [oancial loss,  Loatraty to
pational inieresl, thew imiglt atrempt to rostors universal capitalis, instead of
atriling out boldly en the paths of rugional planning.

. Repriat -
from 1he Janusiy Numbet, 1045 of The Fondon Cerfeny af Warld A ffuirs.
Prbiishel by Zhe Londes 1 astitfts of Workd Affatrs (Wardime addross ; Barraws,
Koydon, neur Ware, Herts) Prioted ab = The Cambrian News,” Abervstwyth,
(Annnal Suhscription 135 : :
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PLANNING?
By K. POLANYI

I

OF all the great changes witncssed by our generation, none may prove more
incisive than that which 1z trapsferining the organisation of internatiopal life.

" Behind the toutine of power politics which either serve o, more often, are served

by ideolopics, we can catch a glimpse of far-flung-and-mermizgial- policics which
may, albeit incideatally, fulfil the decply zooted aspivations of the eominon man.

[t is probable thut the chances of demnocratic sociglism (which most people, even
quite recently, wonld have pronmincad to be nil] ave greatly improved, olthough

by unexpected paths. But whatever may be the fate of demeslic alfairs, the political |
system of the world assewiede hos ymelnhtery teached a turning point, and,as-6 2
conseence sfiehis, Great Britain is mewe standing al the cross-oads. The-ewent is
still-tuo-sluse—and-teoast, 1o be clearkys-diseorible, but the sconer we-takeoar

One comes to tealise this when making the attempt to describe more precisely
the tendencies nnderlying LLe foreign policics of Great Britain, Russiz, and Americad
Yor here iis quite cartainthat (he traditionad paticrn is not enouph. What is at issue
between the puwers is not so much their place in a given pattern of power, as #he
pattern itrelf. Broadly speaking, the Uniled States fits into one pattern, that of
nincteenth century socicty, while all other powers, including Britain herself, belong
ti another, which 13 in course of {sansitiento anew forni/ Each side will, or at least,
in reason, should, favour that pattern which tends tuvkeep its side of the halance f,,,h‘;f_q
secure,  Obviously, it is of paramount importance to read the meaning of these :
patterns aright. ;
The vent of our age is the simultanecus downfall of liberal capital-
isrn, worldrevolrtionary socialism and racial domination—the three competing
[arms of nniversalist socisties.  LTheir sudden exit follownd upon drastic amemra=t
changes in human allais, SR s i ities,
World-revalntinmary socialism was svercome by * regional * sucialism in the suferings
and glories ol Uhe Five Year Plans, the tribulations of the Triaks, and the trimmph of
Stalingrad ; liberal capitalism came to an end in the eollapse of the gold standard,
which left millions of wneamployed and unparallelled social deprivation in its wake ;
Hitler's principle of dumination is being ctushed on a batllefield co-extensive with
the planct he attempted to conquer; and out of the great mmtation vatious

. forms of mbesestly Imited existenee emerge-—new forms of socialism, of capitalism,

of planmed and semi-planned sconomies—cach of them, by their very nature, regtoral.

This process was an almust exact replica of the establishment of the Kuropean
states-systesn about the end of the 15th centuty. In hoth cases the change sprang
from the cellapse of the universal socicty of the periwd, In the Biddle Ages that
socicty was primarily religions, while in our time it was cconemic. 1t 15 obvious
that the break-down of the nineleenth century system of world econemy inevitably
resulted in the immmediate emergenee of coonomie units of limited extent.  In terms of
the gold standard, thal teue symhol of uuiversalist econemy, this is sclf-videat
since its passing forced cvery country to look after its own * forcign econommy,” wehich
bad formerly * looked after irzelf’t  New argans had 1o be develeped, new instira-
tioms had to be sct vp to cope with the sitation.  The peoples of the world are now
living under these new conditions, which ere compelling them to evolve & HewW way

TRy © forodign ecotorny ©we simply omean LLe povemen® of poomds, loans and payments
iarors the borders of o combry o
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of life. Their * forcign economy ™ is the governments’ concern ; their CUrrenCy is
managed § their foreign trade and forcign loans ave controlled. Their dommestic
instintions may diller widely, bt the institutions with the help of wiich thav deal
with their " loreign economy ” are practicully identical. The new perinanent
pattern of world afiairs is one of reglunal svstems ro-ovisiing side by side, :

There is cne notable exception. The United States has remnained the home of
hiberal capitalism and is powerful enongh to pursuc alone the Utopian line of policy
involved in such a fateful dispensation—a Utopian line since, uliimately, the aticmpt
to restore the pre-1914 wordd-order, Logellier with its gold standard and manifold
soverelgnties iz inherenily impossible. Puat the United States has go alternative.
Americans almost wnanimously identify their way of life with private enterprise and
business competition—though not altopether with classical fussez-fairs. This is
what democracy means to them, rich and poor alike, involving, as it does, social
equadity for the wast majority of the population, The Great Depression of the early
thirties left this predilection unimpaired, and merely dimmed the sura of adulation
which surrounded faessesfaire economics.  Except Tor a few socialists, mainly of the
world revelationary type, and perhaps a somowhat greater number of conscious
fascists, the stupendous achievements of diboral capitalizm appear to Americans as
the cenlral fact i the realm of organiscd society. Factory legislation, social in-
surance, tariffs, trade unions, and cxperiments in public services, even on Uhe scale of
the T.V.A., have atfected the position of liberal capitalism as little as similar desar-
tures towards interventionism and socialism had done in Kuenpe up to 1014, The
New Deal may well prove the starting point of an independent —American—solution
of the problem of an industrial society, and a real way out of the social impasse thal
destroyed the major part of Europe. That time, however, has not yet come,

With 4 free supply of laud, unskilled labonr and paper momey, a Libcral seonom ¥
tunctioned in the United States, al least until the period heginzing in 1890, withot
producing the lethal dangsrs to the fabric of society, to man and sil, which are ather-
wise duseparable frome* selfadjusting * capitalisr.  That is why Americans still
bielieye ina sway of lifs no longer suppocied by Uie cormunon people in the test of the
warld, but which nevertheless implics a universality whick cominits those wha belicys
in it to reconquer the globe on its behall,  On the creizl issue of forsign cconumy,
Aragrica stands for the nivelcunll centiny.

It follows that, potantially at least, Great Britain and the Soviet Unioa, together
wilh other countries, conform to one pattern, the United States to onother. The
Biritish Commonwealth and the USSR, foom part of a now systern of regional
powers, while the United Statis insists on a universalist conception of wurld affairs

which tallies with her attiquated libaral economy. But reactivnarics still hope

that it is net yet tow lute for Britain's owa system ol torim woonomy o be chamyged
back su that it mas foll in line with thal of Aneerica. This iz the real issuc i=deeyr,

Il

it is from the regionalism to which she is committed that Russia draws he
greatest strength. “The wiztory of Stalinism owver Lrotskyisra meant a change in her
forcign policy from a rigid universalisn, selying on the hope of a workd tevolutiog, to a
regionahi=m borderiog on isclationism. TFrotsky, in fact, followed the tzaditional
line of revolntionary policy, while Stalin was a daring innovater. By denying these
facts, Communists cansed hwpeless confusion und mads it unnecessarily difcnlt for
us to realise the staccling novelty of Stalin's policy. '

To begin with, there is an catirely new attitude towards the uses of social change.
The viclonous Russian empire takes its indopendence for granted, and its dominating
interest 15 durable peace.  {Given lhis, the US55 K. might, by Ldll & dozen Hive
¥ear Plaos, reach the Awnerican level of industrisl cfficiency and standards of life,
and, indesd, surpass it.) As it bas cxcladed universalist solutions on the model
of the League ui Naliwns or of World Federation, peace depends merely on the
foreign policies of its aeighbours, The Russians are determined to have only friendly
states on their western borders, but they are loth to extend their frontiers se as to

o5
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fmelude those neiphbours.  The new cemstitutional changes are designed to assisl
Ruassia in Lhis endeavour, since they allow smaller reighbours to harmonize thoir
policies with thedr owrr mediate neighbonrs inside the 115808, wilhout neces-
sarily haxing to carry on negotiations with the colossus itsell. The WE5R. offers
them Slavonic solidarity agmnst German agezession, and assumes that nothing bt
elass interest would induce their mlers to side with Germany against herself.  She
wunts, herefore, to destroy the political influcnce of the feudul s and “ heawvy
industrinlists in these countrics, and intends to use socie-economic means for this
purpose, bul: for this purposs enly. In other words, she wishes 1o put BEONOMIc
radicalism to the seevicr of Emited political ends,  Such basic reforms as she advo-
cates, in Polane, for exumple, would rot mean socialisl revelutions in the asual
seme whers sovialism iz an end i dsdli—but merely popular upheasvals aimead
at the destraction of the politica) powver of the fendal classes, while eschewing any
peneral transformation of the property syslem.  Such revolutions are far safer than
the traditional, nnlimited socialisl ones which, at least in Eastern Europe, would
cither proveke a fascist counter-revolution, ot else conld maintain themnselves only
with the help of Russian hayonets whicl Kussia hus no nbeolion of providing.

Nothing could be less appealing to the conventiomal revoluticnary than such a
prospect. 1L is no exaggeration to say that he could not approve of it withoat mezital
reservations, and roight Torl 2 difbenlt ever o eomprehend.  Trulifivnally, T
reganls polizical action as a means of achieving sucig-eeononiic crids and to reverse
{his sequence by using secio-ceonornic means, such as nationalization o agrarian
seform, for pelitical ends appears almos! wnnatiral to him.  In effect, the Kosstans
thernsolirs mastly reluse wo call these methods sorialist sines ey wee merely designed
to sufepuard Lhe'r ewn security.  For all that, they may achieve a demosratic socialist
transfonmation more effectively than anything worklvevnmtinnary socialists ever
utLt‘.rn.ptEl:’r.. ! . 1

From the ideulugical stratosphere socialism thus parachutss to earth. Our
gencration has learnt how overwhelmingly the people rally hebind policies designed
o protect the community fron external danger.  The Russians promise their neigh-
T a secure national exdstence on condibion that they 1id themselves of incurably
reartionary classes and it is to this end that they suggest expropriations and even-
tnally confiscations. No one ought to be sorprisad i such methods, impopular
risewhere, should find strong support in communitizs whicl see in them the means
to mational sconrity.  IL shoell bi seriremibercd that onze. the Felnrmation began
to involve the secularization of Chureh property, its scene swiftly changed from the
cells of monssteries tn the conteil rooms of the Prinecs,  Similarly, the people may
decide with alacrily for socialist mwasures which deliver the political goods. .

It follews that it is preciscly the reglonal character of this socialism which
pnsures its success and preveénts it fromn becomimg & mere imrroduaction to forther
wars and revelntions.  Thess would necessarily result from the attempt to spread
socialisin, for its own sake, to neighbomring counlries.  Socighsation of the new kind is
emphaticaliy not an artele for cxport. It is a foundation of naticnal existence.

I Eastern Kieope regionalism is aleo the cure for at least three eodemic political
discasns—intolerant nalivnalism, petty sovereignlies and ccongmic mon-co-operation.
All three afe inevitable by-prodiocts of a murkei-tconomy n a region of rucially
miged settlornenis.  The wirulent nationalisme of the niveteenth century was un-
known mitside the eonfines of such econoruiss and its geographical extension towards
Central Europe, Eastern Burope and Asia cotncided with the teeritories brought
uniler the comtrel of a credit system by astochthonous mirklle classes. In multi-

. mational areas, ke the basing of the Vistuls and the Damube, (s resulied i hysten-

cully cliauvinistic stwces, who, unable to bring omder into politival ehaes, merely
indected others wille their anarchy, Moreover, to the amazement of the utilitarian
free-tradery with his naive outlook bounded by econdmics, the unvesulvid Teucial
fzanes provented the sioolh functioning of markets acress the disputed fronticrs.
The Bolsheviks nmuat soon have found out that this type of nationalism was merely
the result of nincteenth eentury ceonemics in multi-national areas. Indeed,- their
experience, both within and without their frontiers, laught them that whenever
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rnarket methods were discarded for planned trading, intractable chauvinisms Jost
their vicipusness, notional sovereignty became loss mamiacal, and cconenic co-
operation was regarded sgain as being of mutual belp instead of being feared a5 2
threat to the ?rnsperity'qf the state,  [n eflect, as soon as §ae eredil system 15 Lased
no longer on ' confidenee * but on administtation, Mnance, which rules by panic, is
deposed, and sanity con preved. Tt tiust he admitied that any type of ceonomic
regionalism—whether socialist or nol—any planning —whether democvatic or gut—
might fiave w similar offect 10 tha racial fig-saw puzzle of Ll Danube, the Vistula,
the ¥ardar and the Stuma.  But, as 1t happencd, history offered the chencs to the
Toussians, who naturally teok whal was proffered to them.

Regionalism is not @ panaeca.  Many old, and perhaps many new, troubles
will mot wield fo its lreatment,  Noveitheless, it is a remeidy for many of the ik of
YFoastern Furope: and this accounts for 4ao superiorily of lussian policies in this
region,  If the Atluntic Cliarter really commmitled ns to peator e marlkets wlirs
they have disappeared, we might thereby he openiay Lthe door Lo 1he reintroduction of
a crazy nationalism inte 1egions lrom which it has dizappeared.  We should not anly
be imporliog memploymint amd starvation into the |herstsd regioms simply by
“libernging * Lhe Iocal murleeds ; we shonld also be bacdeoing rrselves with the
responsibility of davig thrown back L people into ihe amarchy cut of wiich, by
(it awD, exertiuns, they had just emenged,  Marshal Tieo’s parlisans biid Iair to
solve the problem of Ballan hatreds simply becanse thiy start from Lhe assomplion
of w system no longer market-ridden and no lopeer managed by the middie clies.
This s the key to the Macedonian mivacle. le-morros Eurupe as o whaole may
yearn for the Balkan cure, and regionalisn will be supreoe.

I

Thus it hecomes apparent hal liberal capilalism is Do to day srimarily A
Anmuestic issue,  Uirst and furemost il is a matter of foreign solicees, simee it isin the
intemational ficld that the mothods of private snterprise hawe broken down—os
shown by 4o failyre of the gold standard ; aud 3 i in that ficld that adbesenee to such
methads constitates o direct obstacle to practical solutions.  Liberal capitalizm is
bused on one simple tenet @ foreign buying and seliing, lending and borrowing, and
the exchange of foreign curencies are carfied on bulwen irdividhals, as if they wers
members of one and the same country. " Forelgn ecpnomy 7 Iz 1his an allair
of private persons, and the market-mechanism is eredited with che almest miractions
poweer of * balancing * the foreign economiss of all countries ensfuppartioaliy,—that 1s,
withoul the intervention of their goveruments. This Utopian couception failed m
practice, as it was hound to do; and the pold standord was destroyed by the un-
pmployment that it caused.  Tn fact, the new mnethnds of * foreign economy ' which
have superseded the gold stundard are incormpatally moje effective for the purposes
of international eo-opecalion.  WWith their help we are able to solve problems which
wiese formerdy intractuble, Among these are [he distibution of raw materials, the
stabilizing of prices, and even the ensuring of full craployment i all commnes. Ezch
of these problems was a permanent seurce of anarchy under the market system,
VWhether am even more widversal system of marketing might not, afrer all, have ben
suceessful, will mever be put to the lost, sinee it would Tnvolve the impossible task
of first restoring the market sysiem throughount the world, Yot to this task the
United States stands sclf-committed, and she may not ealise for a long time that her
altempr is doomed 1o failure. The ullernative to 1 eeactionary Linpda of Wall
Strect i the delibersic development of te new instiunends and ongans of furedEn
trading, lending and paying, which constitute the essence ol wegionul planning

Howe liss Britain's chance, “ Forelgn scenomy ™ musl necessurily L= the
pivot of the policies of an island empiw dependent upon imports e maintaining a
civilized standard of life, and on free co-operation with oversea domninions fur the
sirvival of 1 Commonwealth,  Kuither full employment, nor 2 flesible currency,
nor continweus imports, are possible lor such a country without a2 plannel foreigo
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cconoty,  With its help, however, Britain would be able Lo reap the huge ecnnonic

and political advantages of the new regional oreanization of the world.  She louk

a deciszve step in 1931, when she went off gold, introduced = capital ernbargo and

turned to paper moncy ; anether step was taken at Ottawa ; still another lay i the

eslablishment of notioned overnments as a semi-pemancnl institution ; and aa

avalanche of even moare incisive changes followed during the war., Great Britain is

o fanger A lree-rading conntry 3 she 13 net on the gold staodasd ; she has been

inlerlering: at home with private enterprise in cvery coneeivable manner ) she is

entirely capable of organising the whole of her cateomal eoconomy on s controlled

basiz=—whoewer is cventually put in charge of the contrals ; end all Uhis has happencd

without any inlringement of vital Hberties ogfof reeidom ouhlic opinion,

Indeed, public opinion hoas never Bean e suprsng Over guvCTIIneTE.

Tar from being cramped iz her national life or frostrated in her imperial cx-

1stence by breaking the tahon of non-inlerference with industry, Great Breilain hos

becotz wrore Diealihily united with every ssar that has passed since she left the

almosphere of Iiberal capitalism, frez compelition, the sold standacd, and all ihe

other narmes under which a matkel-sociely is hallowed,  There is nothing o prevoent

her from nsing the new methods of regional econonmics to abalish wnern ployvment,

perivdicaly to adjust curencies, to organiss buls finpuis, Lo dicect ber foreign

wvestiments, to amanges for large-acale barvicer, 1o linance heavy industrial exports, (o

conclode long-term contracts of industrisl collaboration with other gevernments

And thus lo co-ordinate domestic emplogyment and lving slaodards with her frade,

shipping, financial and cwrency policies in zuch a way as to sceure for heraslf the

advantages which acemie in the modern world frorm a delibesatsly-estallished and

purposetully=managed national systont.  Precisely beeouse foreizm economy i3 more

liable to control—and more m need of it—than demestic drade, the Untish Isles in

spite of their rigd cluss-steucture, had the good luck lo Le ahbesd of the ym'ﬁug

American continent in adjusting themselves to Lhe requirements of the new ceonomy,

This advaniage is now in jeopardy.  The freedom which Greal Brilain purchased

at 5o high @ cost in the edtical weeks of 1931, when her banks Lhreatened to fail and

wers suved only af the price of Lhe gold standand, wonld e endangeres] by a lop-sidsd

policy of Anglo-American co-operation.  Instead of seenring for Britain the unique

advantages of a regionalism, which would enable her to co-operate equally with the

Uss R und the TLE A —= conperaiion particularly essential in dealing will their

sub-continents—it would depeive her of those organs of external trads which she

needs for her survival, She would become merely o helpless partoer in the old-

lashivned system saited to the contivenlal coonomy of the USA,, in which furcign

trade playe anly a very small part. For the sake of this donbtinl peivibgne she is

i Kool Tetbeat Lo fonguo Uue prospect of a close industrial co-operziien on the Rurepean

Conlineat with the US.E.R., which would secure Tor ber Ircedom of action, a Eisiing

stancard of Iife, and the ardveninres ol & consimgelive P for u lnng fire bor cornae,

The great symbel of nniversalism 15 the xold standard. It muy be objected that

the pre-1914 gold slandard neither will nor can be re-introditced, amd that to spread

Alarrn about America’s intention of restocirg i, B Lo 4ilt ot windmille. Bub Lhis

© ds A mese gquibble,  The afd standard [s, of coarse, as decd as a donresi 1 oand oo

cne will drem of resuscitating it, even though, till racently, the experls of e Leagne

of Natigns dvelaored that 3t was #he conditisn of fulure (mesparity,  But, unfortunziely,

wlhat America 35 soiving for s ned the mere shadow o the empty name, bul the

’t substaace of Lhe gobl astaoland ; wnd his—us wellindoomed  peoplc stould know

by now —is nu elhr than the balancing of * faseign econorny ™ though antomatic

mavermenls of trude, 1e, through the undirected {eade of prvote individuals and

lirtms,  The bartle over the gold standard, which superficiully appears to be 2 mers

wrangle aboul lnancial fechnicalitics, is in reality @ battle for aml apainsd revional

Planning.  Theme was o grim frony in some Russian statemenls lavouring Bmerican

plans of restoring the gold standard. For as to Wussia, sinee she has no private

trading, the question does nol coscern g, She is 4 mere onlooler whe might be

secretly amiscd by Lhe anties of WWS.A, ond Great Britain cnmeshed in the toils
of the mold standard.
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Britain will. therefore, have to define et palicy with regaril to the goll standard,
welialever lusin it may take,  AMGOT, UNERA, UFEA, and the athers—4he Letrery
Framl K ostand for Toreign Economy are Instramenls, mainly Armerican, for pie
establishing market methnds in the licerated coundries, The fac that, under the
glven condilions of searcity, the nze ol such metbods must tend to produce starva-
tion wrd umemployment dees nol scem L0 bave struck some inteppreters of the
- Atlamtic Charter.  Even the allsged prodiliction of these vigans of relief and: re-
kabilitarion for monurchists and elevicals mayv he deubtful : dor what mwees them
invarigbly side with the swcien revime ogainst the popuelur farees ds mob o moch
their Teqcticnary views as their determination to cestuze the practices of tle free
rratket —and 19 this determination 2oy popular represchitative body wonld neces-
sarily be opposed. TU will be intoresting to wateh the reactions of the ordinary
Englishman when b bogins to vealise that at Lke heart of world politivs thete is a
nmaversalist conspiracy to make the world sufe for the gold standard,

Theae is indeed grave desmger that Botam may Misy ber chance,  An indus-
Lriwlly stagmunt ndiog class s s swared by eeomonmic comsiderations than by
Lhe advantages of Livth and cducation.  Whole-hearted co-opeialion with Russia on
the Continent, cnormonsly profitabie as a husiness proposilion, might involve the
pecil of 4 new equalivacian impilse radiating this time trom a Continent which was
Lumed mto a hem: of popular government by Russian influcace. Not as if fhe
US5ER. was feaned any more as the mwther of Soviets : yoet she may =il prove
hersell 2 Lewe danghter of the French Revalerion. The clond on the horleon is oot
vt bigger than a rman’s hand.  But what il it scartee 4o grony and, eventuaily, in
some dire crisis or in some geeat adventure of progross, tresh forces shonld spring up
and fuze Disraeli’s Two Nations info wie? Sock a consgrmmation is devedod by
those who loek more Lo the past lan to the future for their bitle to leadership.  They
will hold on to social privilegs cven at the expense of fnarcial loss, Contrary to
mutional mtercst, they might atterapt Lo restore universal caparalism, imstead of
striking out boldly un the paths of fegional placning.
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{Annual Subscription 155,

o




UNIVERSAL CAPITALISM OR REGIONAL

PLANNING?
By K. POLANYI

I
O all the great chunges witnessed by our generation, none may prove inore
inzisive than that which iz transforming the wsaganization of international life.

Dihind the routine of power politics which either serve or, modn aften, are served

by ideologies, we wap-gateb-a plimpse o far-fng and meaningfil policics which

may, albeit meidentally, fmlfil the deeply rooted aspirations of the commmon man.

Ii iz probalde that dhe chances of democratic socialisie (which most pecple, even

quite Tecently, wouhl have preocunced to be nil) are wally improved, although

by nnexpected paths,  Bot whatever may be the fate of cf mestic affairs, the political
system of the world us & whole has utdoubtedly reached a turning point. and, asa
consaquence ofthis, Great Britain is mow-stamdwrs at the crosg-roads.  The event 1s
still too close, and too vast, to be cleatly discernible, but the soomer we take our

bearings the bettet.
One comes to realize this when making the a.ttem]';pt to describe more precisely
_the tendencics underlying the foreign policies of Great Britain, Russia, and America ;
~for here-itta-quite certain that the traditional pattern s not enough: What is at issue
between the powers is not so much their place in 2 given pattern of power, as #ie
pattern #self. Broadly speaking, the United Ptates fits into one pattern, that of
nineteeatl: century anciety, whilz 4l other powers, including Britain herself, helong
te another, which is in course of Lransilion to o new form.  Kach side will, or at least,
“in reason, should, favour that pattern which tends to keep its side of the balance
¢ spcure. Ohbwiously, it is of paramount importance te vead the meaning of these

%, patterns aright.

The tremendous cvent of otr age is the simultaneons downfall of liberal eapitai-
+ iem, worldrevolutionary socialism and racial demination—the three competing
< forms of universalist socicties,  Their sudden exit followed upon drastic, unheaed of

changes in human wifairs, and the beginnicg of a neswy ema in international politics.
Worlid-revolulionary speiolism was overcome by * repional " socialism in the sofferings

ane glories of 4he Five Year Plans, the tribulations of the Trials, and the frinmph of

| Stalingrad ; liberal capitalism came to an end in the collapse of the gold standard,
¢ which I=ft millions of unemployed and unparallelled social deprivation in its wake ;
'§ Hitler's principle of domination is being crashed on a battlefield co-extensive with
the planet he attemptad to comeguer ; and cut of the great mutation vatious

\%  forms of inherently limited existence emerge-—new forms of socialism, of capitalism,
i+ of planned and semi-plarmed economiss—each of them, by their very natare, regional.
. This process was an almost exact replica of the establishment of the European
stales-gystem aboug the end of the 15th century. In both cascs the change sprang

from the collapse of the universal socicty of the perdod. In the Middle Ages that
society was primatily religious, while in our time it was economic. It i ohaieus

that the brealedown of the nineteenth century system of world economy inevitably
resulted in the inmmediate emergeace of economic units of limited extent.  In terms of

the gold standard, that tiue symbol of universalist veonomy, this is self-evident
sinpe its passing forced every country to look aftet its own ** foreign economy,” which

hudd Tormerly ' looked ailer [sell’™ New oogans had e be developed, new instit-

tions had to be set up to cope with the situation.  The peoples of the world are now
living under these new conditions, which are compelling them to evolve a new way

L AR

iHy “ foreifn economy © we simply mean the mowement of goods, logns and pagments
across the borders of a countey.
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of life. Their  forcign sconomy "' is the governments’ concern ; their eurrency is

- ananaged ; their foreign trade and forelpn loans ave controlled, Their domestic

| institutions may differ widely, bur 1hw iestilulivns with the help of which they deal

witli their ' foreigm coonomy © are practically identical, The new permanent
_ pattern of world afiairs is one oi regional systems co-existing aidcle by side.

' Thete i ona notable cxeeption. The United States Las remained the home of
liberal capitalism and is powerfnl cnough to pursue alone the Utopian line of policy
involved in such a fateful dispensation—a Utopian line since, ultimately, the atternpt
to restore the pre-1914 world-order, together with its gold standard and manifold
sovereigntics is inherently impossible. | But the United States has no alternative.
Americans almost unanimonsly identify their way of life with private enterprise and
business competition—though not altogether with' classical lafsses-faive. This is
what democracy means to them, rich and poor alike, iuvolving, as it does, social
equality for the vast majority of the population.  The Great Deprossion of the early
thirties left this predilection unimpaired, and mesely dinmed the aura of adalation
which surronnded Jaisses-faire economics.  Except for a few socialists, mainly of the
world Tovelulionary type, and perhaps a somewhat preater number of conscious
fascists, the stupendous achievements of liberal capitalism appear to Americans as
the central fact in the realm of organized socicty. Factory legislation, social in-
surance, tariffs, trade unions, dod capediments in public scrvices, even on the scale of
the T.V.A., have affected the position of liberal capitalism us little as similar depar-
turce towards imterventionism and socialism had dene in Europe up to 1914 The
New Deal may well prove the starting point of an independent—American—salution
of the problem of an industrial secicty, and a real way out of the sucial impasse that
destroyed the major pact of Europe. That time, however, has not vet come.

| With a free supply of Iand, dnskilled labour and paper moaey, a liberal economy
funetinged in the United Stares, ot least wolil Lhe peciod heginning in 1880, withont
producing the lethel dangers to the fabric of socicty, to man and soil, which are ather-
wige inseparable from  selladjusling ©* capitabian. That i2 why Americans still
believe in a way of life no longer supported by the comnmon people in the rest of the
world, but which nevertheless implies a universality which commmirs those whe believe
i it to recomquer the globe on itz bolalf,  On the cripcial izsue of foreign econciny,
America stands for the nineteentl conlury, :

It follows that, potentially at least, Great Bricain and the Soviet Unicn, together
with other countrics, conform to one pattern, the Thnited States 40 another. The
British Commonwealth and the US55 R. form part of a new systemn of regional
powers, while the United States insists on a universalist conception of world affairs
whith tallies with her antiquated liberal cconorgy. But teactionaries still hope
that 1t 15 nol ¥et teo late for Brituin's own syatem bl lorcgn eoonomny o be chanygad
back so that it may fall in lne with that of Amaica.  This is the real issue to-dagy.

iL

Ii is from the regiomalism to which she is committed that Russia draws her
preatest strength, The victory of Stalinism over Trotskyism meant a change in her
foreign policy from a rigid nniversalism, relying on the hope of a world revolution, to a
regionalism bordering on isclalionism. Trotsky, in fact, followed the traditional
line of revolntionary policy, whils Stalin was a daring innovator. Ry denying these
facts, Communists cansed hopeless confusion and made il unnecessanly difficult for
us to realise the starthing ' novelty of Stalin's policy.

To begin with, there is an entircly now attitude towards the uses of soeial change.
The victorious Ritsian empire takes its independence for granted, and its dominating
interest is durasle peace.  {Given thiz, {he L5515 might, by Lull a dozen Five
Yeur Pluns, tosch L American level of industrial eficicncy and standurds of L,
and, indeed, surpass it.) As it has excluded universalist solutions on the rmodel
of the Leasue of Nations or of World Fedenstion, pewce depends merely on the
foreign policies of its neighbours.  The Russians are determined to have only friendly

* states on their western borders, but they are loth to extond their frontiers so as to

o
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include those meighbours. The new consritutional changes axe designed to assist
Tmssia in Chis endeavonr, since they allow snaller neighhours to harmonize their
policies with their vwn immediate neighbours inside the 17585 ., withemt neces-
sarily having to carry on negotiations wih the colossns iself. The TILE.5.K. offers
them Slavonin selidarity against German aggression, and assumes that nothing but
class interest would induce their rulers to side with Germany against herself.  She
wants, therefoe, to destroy e politicul inflence of the feudal class and ™ heavy 14
industrialisis in these countrics, and intends to use socio-ecomommic iweans for this
purpase, but for this purpose only. In other words, she wishes to put cconemc
radicalism to the scrvice of limited policical ends.  Such basic reforms as she adva-

Tates, in Poland, for exanple, would not mean snclalist revolutions in the usual

sonze  waere socialism s am end in itselr but merely popular upheavals aimed
at the destruction of the political power of the feudal classes, while eschewing any
general transformontion of the property system.  Such revnlntions are far safer than |
the traditional, unlimited socialist ones which, at least in Fastern Eucope, would |
either proveke a fascist counterrevolution, or else could maiatain themselves only II
with the help of Russian bayonets, which Russia has no intention of providiog. ,

MNothing could be less appealing to the coiventiohal revolutionary than such a
prospect. 1t i3 no exaggeration to say that he could not approve of it without mental
reservations, and mighl fod it diffiontt cven to cormpachend,  Teaditiomally, he
Temards political action as o means of achieving socio-ecenomic ends and to reversc
tlas sequence by nsing soclo-econoimic means, such as nalivipalization or agrarian
reform, for political ends appears wlinosl unnatural to him. In cifeet, the Kuyssians
thernselves justly Tofuse to call these methods socialist since they are merely designed
to safeguard their own security,  For all thut, they nay achicve a, demouratic socialist
transformnation mote effectively than anything world-revolutionary - secialisis ever
atizimpted. i ]

From the ddeological stratosphere socialism thus parachutes to earth, Our
gencration has learnt Low overwhelmingly the people rally belind policies designed
to protecl the community from external danger: The Faussinns promise their neigh-
bours o secure national existence on condition thut they nid themselves of incurably
reactionary classes wnd il is ta this end that they suggest exproprialions and cyven-
toally confiscations. No one vught to be surprised if such methods, unpopular
elsewhers, should find strong support. in communitics which sec in them the means
to mational scourity, . It shuoukl be remaembercd that ence the Refurmation begun
to invelve the ssenlarization of Church propurly, its scene swiftly changed from the
cells of monssleries to the council rooms of the Princes, Similatly, the people may
decide with alucrity for socialist measures which deliver e‘?ﬁ political goods.

It follows thut it is precisely the regional charadfc
ensures its success and prevents il from becoming a mere introduction to further
wars and revolutions, These would nocessarily result from the attempt to spread
socialism, for its own sake, fo neighbouning countries,  Socialisation ul Lhe new kind is
emnphiatically not an article for export. It is a fuundation of national cxistence.

In Eastern Furope Tegionalism is also the cure for at least theee endemie political
diseases—intolerant nalionalism, petty soversignties and coonernic non-co-operalion.
All thice are imevitable by-products of o market-econciny in a reglon of Tacially
mixed settlemenis. The vimlent nationalism of (he nineteenth century was un-
known outside the confines of such economics and its gengraphical extension towards
Central Europe, Eastern Kurope and Asia eoineided with the temitories brought
under the eontrol of a cradit syslemn by autechthonous middle classea.  In TiLiti-
naticnal areas, like the basing of the ¥istula, aund the Drambe, this resalicd in hysteri-
cally chauvinistic states, whe, unable to bring order mto political chaos, merely
mfected others with their anurely, Moreover, to U amazement of the utilitarian
free-trader, with Lis paive outlook bounded by economics, the unresolved racial
isstes provented the smaoulh functionmy of markets across the dispuled fromtiers.
‘e Holshewiks must soon have fornd ott that this type of nationalism was mercly
the result of ninetesnth century cconomics in multi-national areas. Indecd, thewr
experience, both within and without their frontiers, taught thom that whenever
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market raethods weore discarded for planned trading, intractable chauvimsn

their viciousness, mational soversignty becamme less maniacal, and econmmic co-
operation was regarded again as heing of mutval hiclp instead of heing foarcd as a
threat to the prospenity of the state.  In effect, as soon as the crodit system 13 based
no longer on ' conbidence © but on sdmunisiration, finance, which rules by panic, iz
| depoged, and sanity can prevail. Tt mmst be admitted that any wype of cconnmie
regionalisin—whiclber socialisl o nol—any planoiog—wiether democealic or nol—
might have & similar effect in the tacial jig-saw puszle of the Danube, the Vistula,
the Vardar and the Struma.  DBuat, o= it happered, history offered the chance to the
Russians, whe naturally took what was proffered to theny,

Regionalism 15 not a panacea,  Many old, and porhaps many now, {coublos
will mot yield to its trealment.  MNevertheless, it 1s a remedy for muny of the 1ll: of
Eastern Europe @ andd this aceeounts for the superiority of Eussian pelicies in this
region. If the Atlantic Charter meally comumitted us to restore free niarkets where
they hove dizappeared, we mipht therebsy be opening the door to the reintroduction o
a crazy nationalism into regions from which it has disappearec. - We saonld neot only
bre denpocting vncopleaneot and stacvation fofo dlee Hlarcalod oo siogply ey
* liberating ™ the local narkels ; we shoald also e burdeming: ourselves with the
fesponsibility of bavirg thrown back the people into the anstehy ont of which, b
their owin exertions, they had just emerged.  Marshal Tito's partisans Bid fair e
solve the problern of Balkan batreds siroply becaiese They stard frorn the assumprion
of a system no longer murket-ridden and no longer munaged by the middle olass,
This is the key to the Mavedomian riracle. To-morrow Earepe as o whole masy
yaarn for e Balkan cuce, and regiomaliso will e supieme,

IIT

Thus 1t becomes apparcnt that libyeal r:alnil.:-llis:u is 0 bo-day primaridy
domestic issne,  1irsl and fozcinest il 157 matler ol foreipn policies, sinee it i in the
international field that the methods of private enterprize have Brolesn cowin-—as
shown by 4l failore of the gold standard ; and it 1210 that field that adharenee Lo such
methods constitutes a direct obstacle to practical selntions.  Liberal capitalism is
based on one sinple tenct @ loreign buyinge and sclling, lending and borrowing, and
* the exchange of foreign currencivs ate carried on between sudivrdials, as i thevy were
members of one and the same counmiry. FnreEl ceomoy s thua an allair
of private porsuns, awd 1le markel-mechanism is crediled witle e aluost mivaculons
Jpower of * balaneing © the forcign ceonuvinics of all countries awtometicaliy,—that is,
without the intervention of their povernments, This Utopian conception failed in
practice, as it was bound to d8; and the gold standard was destroved by (he un-
employmnent that it caused. Lo fact, Lhe new methods of * forvign economy * which
have superseded the gold standard are incornpurably more effective for the purpeses
of international eo-operation.  With their help we-are able to solve problems which
were formerly inlractable,  Among these ave the distoidbulion of raw watorials, 1o
stabilizing of prices, and even the ensunng of full employment in ull countries. Each
of these preblem: was a permonent source of ansrchy under the mavket sy=tem.
Whethier an even more yniversal system of marketing might not, after all, have been
successful, will never be put to the test, sinee it would involve the impossible task
of first restoring the market systern throughout the world. Yet to this task the
United States stands self-committed, and she may not realise for a long time that her
altemmpt is doomwed to failure.  The altetnative to the reactionary Thtopia of Wall
Strecy i the deliberate development of the new instruments and degans of lucign
truding, lending and paying, which esnstifute the cssence of regional planoine,

Here lies Brilain's chaoce, " Folgn ccompouny © oimost necessatily be the
pivot of the policies of an 14land cmpirte dependent vpon imports for maintaining a
civilized standard of life, and on free co-operation with ovcrsca dominiong Tor the
survival of the Commonwealih. Neither full cinpleyvinent, oo a Hexdble currency,
nor continwous jmports, &re possible for such o country without & planned foreign
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eoonnmy, Witk its help, however, Fritein would be able to reap the Lug CUUTMLILIG
and politicel advanisge: of the new reglonal nrganization of the world,  She took
i decisive step in 1931, when she went off gold, mirodineed a capital embarze and
turned to paper Money ; another step was taken at Oltawa ;. sill anether kay in the
efalblishment: of nat'onal governments as a semi-permanent mstitution ; aml an
avalanche of even more incisive changes lollowed during the war. Great Britain is
no longer @ frec-trading country ;) she is not on the gold standard ; she has hecn
interfering wt Locoge witl private enterprise in every conceivable manmer ; sto: is
entitcly capable of organising the whote of her ealernal economy on o condrolled
basis— whowver 12 evercnully pot in clange ol e conbrols § and all tais bas haspened
without sy infringement of vital Hberties or of the freedon Lo shape pubilic opioion,
Lindeed, public opiniun has never been mors suprenie over governimenl,

Far from being cramped in her national bfe or frustrated in her imperial ex-
istence by bBreaking the tabeo of non-interference with industry, Great Beltaiu has
Lecome more healthily umited with every year that has passed since she left the
atmosphere of liberal capitalism, free competition, the gold standard, and all the
pdher names voder which a market-socisty is hallowed. There is nething (o prevent
her from msing the new melbods of egivnal economics to abolish nacmployment,
perindically Lo adjust currencies, to orgunise bulk imports, to direct her foreim
inwestments, to arrange for large-scale barter, to finunce hewvy indusitial exports, to
conclude long-term contracts of industrial collaboration with other goveruncuts
and thus to co-pnlinats domestic cmployment snd Hvimr stundardy with her trade,
shipping, fipancial and currency policies in such o way s to sccure for herself the
advantages which acciue in the modern world from a deliberatcly-cstablished and
purposefully-managed national system.  Precisely hecause foreign economy i3 mote
liabl: to control—and moere in need of it—than donestic trade, the British Lsles in
spite of theis rigid class-structure, had the goed luck 1o be ahead of the voung
Anrerican contincul in adjusting themselves to the requirements of the new coonomy.

Thiz advantage is now in jeopardy.  The freedom which Great Brituin purchased
at so high @ cost in the entical weeks of 1931, when her hanks threatened to fml and
were saved only at e orice of the gold standard, woulid be endangored Ly g Jop-sided
policy of Anglo-American co-operalion. Instead of securing for Britain the unigue
advantages of a regionalism, which would enable her to co-operate egually with ihe
LS sF and the U5 A —a en-nperation particalarly essentiul in dealing with their
sub-cortinents—it wonld depeive her of those crgans of external trade which she
necds for her survival.  She would hecome merely 2 helpless partner in the old-
fashioned systom suiled to the continental economy of the UsA., in which frreign
Lracle plays ondy & wery small part,  For the sake of thds doabolnl privilage <he is
mwitesd Lo forege the prospect of a close dindostrial cpopeeation o the Buropean
Continent wilh the TI5.5 K., which wonld secure lor her ireedom of action, o rising
standard of 1iliy, and the advenmves of & construetive peace for a long thne to come.

The great symbol of universalisim is the gold standard. Tt may be objected that
the pre-1914 gold standard neither will nor can be re-intreduced, and thal to spread
alarm about America’s intention of zestoring i, I to Gl at windmills, DBut this
ig o mera quiblle. Tl ofd standard is, of course, as dead as a4 Aopcgrpail @ and no
ane will dream of resnscitativg it, even thougls, till recently, the experts of the Loague
of Nubions declared that it wos dhe condilion e dulove prosperity. Hut, mnfortunately,
whut Armerica iz gtriving for 3z not the mere sladow oz tiee coply naome, tut the
substance of the gold standard | and this - as well-informed people should know
by tume—is o other than the balancing of * foecign ceonomy ™ through antornalic

- movements ol itade, ie, through the nndirected tradc of private individimal: and

fimrts,  The badcle vver the gold standard, which supeticially appears fo be @ mere
wrangle about financial techimicalilics, is in reality a battle dor and sapsingl regional
plunming,  There was a grim irony in seine 12ussian sratemcents fivoaring Amcrican
pluns of Testuring the gold stondard,  Tor as 1o Kossis, since she has no private
trading, the question docs not coneern her. She is a mers onlooker who might be
seorotly  amused by the antics of USA, and Great Britam enmeshed in the tinils
of the pold standard.
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Biritain will, thorelore, have to defive her policy with regard (o the gold standard,
whitkever form it may ke, AMGOT, UNRRA, UFEA, anel the otherstha latteas
Fand Fostand for Forcign Eernomy— are inslrunents, mramly  Armerican, for re-
establishing nurket mothods in the bherarod conntrics.  The fact that, ynder the
given conditions o scoreity, the use of such methods must tond to proclirce starva-
tiwa und mneriploymocat doss not scom to have strock sume interpreters of the
Atlantic Charter.  Even the alleped predilection of these organs of reliel and re-
Labilivation for manarchists angd clerieals way be doubilul : for what reakes them
invariably side with the e rezdne dgamst the popular forees is nob so mch
their reactionary views as ther detennimation to restore {he Praclives of the [ree
mrarkel—and to this determinziion any popular Tepresentwve body would noces-
sarily be oppesed. 1t will be interesting Lo wuich the reactions of the ordimary
Laghshman when be beging Lo realise that at the heatt of world zolitivs there is g
ariversalist conspirocy tootnule the world safe for the gold standard, ;

There 19 indeed yrwve dangee (Lat Beitain may miss her chance.  An indus-
trially stognant ruling class is less swayed by economic comsiderstions 1han by
the sdvuntages of birth and edueution.  Whole hearted eo-operation with lRussia oo
the Continent, crormausly profitable as o business profosivion, might iavelva (e
pecil of a new squalitarian impalse radiating this tinte from o Cond'nent whicl, was
furned into o home of popular gevernmant by Fussian inflyence. Nub as il the
LiE s, wag juared any more as the wmother o moviets ) yet she mray sl proveg
herself a {ruc danghier of the Frendy Kevolution. The eloid on the hobzan is not
¥et bipger thun a wan's hand.  lut what if it started fo grow and, eventually, in
suine dire erisis of Lo some groat adventirne of progross, [resh forces should spring up
and fuss Disracli's Two Kalions into one?  Such a consnnvination s dreaged by
thoze who luolk mere to the past than to the future for their title o leadership,  They
will iold en 2o social provilege cven ot the expense of financizd logs. Coltrary to
national intelesd, 1hey might attempt to restore 1niversal captalizm, instead of
striking out boldly on the paths of regional planuing,
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Foreign Beenemy and Foreign Policy

by Karl Felanyi.

Perhaps the most ineiaive event of our age is the s¢lipse of
the traditioenal pattern in internatienal affaire, Thie is the result

of the simultaneous dewnfall of liberal :apiﬁalism and world-revelu-

tignary socialism, -the=$we—oppeeite—mmwi-eompetits
‘Eu&%g:;iziﬂlsxi. Theirs wae a dramatie exit, Liberal capitalism

Came to an end in the collapse of the gold standard, which left tens
of millions of unemployed in its wake; world-revolutienary sceislism
Was overcome by 'regional' soecislism in the peripeties of the Five lear
Plans, the tribulations of the Mcseow trials, and the triumphs of

Stalingred. Out of the great shange-over various limited forms of
ML Tl Iver

existenee llil'-imi-nﬁbii - new forms of meeialism, of capitalism,

of planned and semi-planned econemies, yet, each of them, by theirn
very nature, regional.

One comes Lo realise thls shen atiempting to describe the ten-
dencies underlying the fereizn policies of Great ﬁritain?‘ﬂussi;r and ¥
the U.S8.A. in our day. Broadly speaking, the U.S.A. fit into the eld
universslistic patiern®, while all other powers, including Britaing

herself, fit in with the new, Eash coeuntry will, or at least, in ressam

- should, favour the pattern whieh tends to keep its end of the balance

©f power secure. Obviously, it is important to read the meaning of the
contending patterns aright. Ihaﬂgh—the—vea%—ehangawis~sti;iniasmhﬁﬁr
o Dbe clearly—discernibtle; the sooner we ftake—our-bearings-the betiter,

1.

Hegienalism versus univaraﬁlian

- The birth ef regionalism is reminiscent of the esiablishment
of the European at;tuusyatem.ahauf the end of the 15th century. Im
Poth cases the change aprang-ffem the collapee of the uuiversal
seciety of the time. In the Middle Ages tﬁnt scoiety was primarily reli
gilous, while in sur age it was economie. When the Christian commen-
wealth 1 f » the previvewky shadowy nations of Hureope consoli-
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dated into imndepemiemt units of power. Similarly, the break-dewn
of the nineteenth century system of a world economy resulted in the
emergence of imdepemdent sconmomic umits of limited area. In terms
of thne gold standard, that true symbol of universalist eannanr;this
should be selByevident, sinee its passingy in the early.'Thirti:u
forced memtmmmsm countries te loek after their own 'foreign economy’,
whiech formerly 1had'laaked after itaelff. Almost evernight new organs
had to be developed to regulate the movement of goods, loans, and
payments across the political boerders of countries., Except for the
immensely rieh U.S.A., the rforeign economy' of states was now the
government's concern; their currency was mansged; their foereign trade
end foreign loane were controlled. The institutions with the help of
which they dealt with their 'fureign economy ! éé%;fgﬁélk ly similar
WioPan bbead &L ver m el fermpans o St RPN Qi ) g Sacernl:
@G\f their éumﬁstlc inﬂtltutlﬁﬂﬁéwith!}! ppposite was true. Faat-we m
#stivre some of them i 1d not-blind uwes—to the great—variely
ai—neﬂ-ﬁafnar-}n&eeda‘Fieu trade and geld curreney had resulted in-a
FEN TG T SR
veritable standardisation of the lives of the natiansﬂm could
not be carried on unless a people 'econfeormed tu the requirements of
business'. Since business was not transacted natwaan gu?arnmunta but |
between private Lndlridumiiﬂmvze need was for ek ensuring iihdﬂﬂ#
approved behaviour on hsmimmpmen the part of tﬁﬁi& iaﬂirldu;iaf --‘;
In the nature of things, such guarantees could be sought enly inn
their domestic institutions such as steck axﬂﬂangaa, banks of 1ssue,
free professions, gommercial codes ae well as aﬁfgr rulee and cus-
tomg concerning the use nf Eruperty Qnégﬁxkryﬁgﬁ by the community

at large. Unwittingly, & ,pressure towards conformity went w1th

(& caunturpart 9f liberal capltallsmtf’hrld revnlutlunnry amnialiamdi

----- “l althme Al

JV”“”f’?hiE; &lﬁe, cunaa:ved af 1t$e1f as a plan&%a:y system, Outside Russia
it remained, of course, mainly a creed of 1$rk1ﬁ§rﬂlﬂﬂﬁ movementa,

to which fulfillment in governmentai action wau(ﬁénleﬁ. Zven 80 it



made for a remarkable degree of levelling among labour all over the

Elobe. Mm,smither capitalism noer socialism ever envisaged a mas

N#‘We}dﬁ"'-
world, in which the peoples wmess free to shape the torms of Shesr in-
wetat 1D
dustry &.n-i polities aecording to tmesr national genius. l[,Rtl‘gTall'lal-.J.J.em

Y § el

Bl S
1mpll.aﬂ/'thi nne{‘faiae internationalism of ithe ninetesenth century. mss

SR aha;;;; . jff \ whemdinrt w‘{l—ﬁ-"'/i“"‘ e ‘*”"""Ej, S
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vaunted commercial treaties, most-favoured-nation c¢lauses, and other

axpedients of liberal capitalism meant very little, if anything at all

when concluded by gﬂTernmﬂnti#jgﬂaring by the principle of noneinter-
4ol

vention in business. To speex of induetrial ceo-operation between

countries practicing a liveral econemy is a mere abuse of terms.

: nmaﬂvﬁi
Free trade at its best was & of indigeriminate busi-
A & -

CM&E‘E—:;? - A MTLWI'J‘J

nese contacts pots avnﬁ patches on different

sides of ok [rontiers . No purposeful joining up of acunumiuri‘u.rua.u Wi

posgible in this manner., Only when loaning, tra.iiini: and paying iaﬁ

ez
done in e name Mm can, t-ha {;pupula.t-iﬁn of & territu?‘g
et S Lt AR P
fuse _its sconomic endeavours with i af ansther territory. Such &*A

Lh»-;j
ﬁ'z’ (( a*furts mgrm::tcnﬂ:&i-a& = not of random

e

L——- —}Tﬁtﬁfles hut uf t&rritariis - makes regionalism so0 superior to t a Irep=
e==gsl universalistiv methoda . Whether the territories in quaat:.an
are contiguous or not; whether their domestic economies are planned

or notEwhelher-—taey-are-—grouped in axa}wiu"-zunﬂ--o—r-mﬁ 15 in-

essential (though there i& decidedly an affinity in mﬂ: direction).
na
Tae point is the facility witn which waedm peoples can m;j:“

P{WL-E.-r

Tttty T ope  dnieeey’
- tmm-f@#—prqduatim -PUY po ~Out of the cataatrnphe uf -re
A A g mﬁ'{.ﬂ_ . i
3%“ nemmpdsd the u‘ﬁﬂmes ?W"‘ emne ge r all participants.

With one notable exception. The United States has remained

b

o 5 the home of liberal napitaliam, and is pewerful enough to pursue mmhm
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alone the utapia.n line of polier involved in such a M dispenssa-

Ef‘

tion - s, utopian line, since, ultimately, the attempt to restore the
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pre 1914 universalist order with its gold standard, and absolute so-
vereignties of small states is inherently impossible. But the United
States has no alternative., Americans almost unanimously identify.

their way of life with private eaterprise and business competition -

though not altogether with classical laissez-faire.This is what de-

mocracy means to them, rich and poor alike, invelving, &8 it doses,
socisal eguality for the vas. majority ol the population., The Great bpep-

ression of the early Thirties left thia predilection unimpsired, and

meraly'daimmeﬁ the aura of ks adulation which surrounded lesissez-failm
economiecs. Except for a few soecialists, mainly ef the world revaoluti-
onary type, and perhaps a somewhat greater number of conseious fascisis
the stupendous achievements of liberal capitalism appear to Amgricansa
as the central faet in the realm of organised secietly. Yactory lefis-
lation, soecial insurance, tariffs, trade unions, snd experiments in
public services, even on the scale of the T.V.A., have afifected the pm
position of liberal capitalism as little as similar departures mmsm
towards interventionism and socialism d4id in Zurope pefore 1914. Th. ia
~New DPeal may well prove the atarting point of an independent - Ameri-
can - golution of the problem of an industrial society, and a real

way out of the soeial impasse that destroyed tie major part of Eurepe.
That time, however, has not yet come. On the c¢rucial issué of foreign
sconomy Ameriea stands with uncompromising determination for the nine-
teenth century.

It follows that, potentially at least, Great Britain and the
Soviet Unlon, togethervwith other countries, conform to one pattern,
the United States to another. Thaj@rltlsh Eﬂmmnnwealth and the U.5.J.
form part of a l:;:nuih system of regional powers, while tie United
otates insists on a univerealist coneeption of werld affairs which

tallies with her antiguated liberal economy. But reactiomaries in this

country still hope that it is not yet too iate for sSritain's own systes
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Foreign Economy and Foreign Policy

by Farl FPelanyi

Pazhapa tas mﬂat iﬂwiaiv* gvent of sur age is the . aulipuu of

@ the traﬁibiannl pattern in international affaire., This iu the result
of the almultanaaus iawnf&ll af liheral eapitalisme and warlﬂ-revnlu-
Liun&ry socialiesm, ths itwo appmuite &nﬁigampeulng farma-af univer-
Saliﬁtia'idﬂaln*_Tha;fa wags a ﬁ?qmatiu-gﬁit. Liberal caéitaliam
Came to an end in the Gullapse of tihe gdld standard, Whiﬂh left tens
of millions 5 unemyleye“ in its wakej; world- ruvaLutlauary spciallam
Wag averuﬂme by 'rehlﬂﬂal' sogialism ig the ger;gatiea af the Five tear
Plana, the Lr:hu*a*aona ol ihe Mosoow trials, and unﬂ Lriampna of
Sta ngrad Jut of thn gre@t change-over. variﬂum llﬂit&d forma of
ex:ananue antsged emerged - new forms af Bﬂﬂiallﬂﬁ, uf ¢u91t4¢iam,
of planned and vemi-planned economies, yet, each of them, by theirs
very naiure, ragi@ﬁal. . .

One oomes to rexlise this wh;ﬁ atﬁémptiﬂg_ta.deueribe the ten-
dencies underlying thu-fbreign policies of Great Frit&ih, Rﬂhﬁi&; and ¥
the U.8.4. in aur day. Broadly speaziﬂg; the U.5.4. 41t inuts the old
uﬁiVEPBaliﬁtic patierny, while alli other powers, includdng Britain}
nerself, fit in "1tn the new. Zach bouqtry will, or at least, in ressm
should, favour the ﬂatuara whigh tends to keep its end 51 the bslance

°f power uecure. ﬂbriaualy, it is 1mpurtant L2 read the meaning of woe

Lﬂﬂtﬂﬂdlﬂh patterne aright gL Hl—+tee neer

.LuAna_L1ga;L;_4iaceaa%Hi#T*%hﬂ-ﬂﬂvn&faiﬂ_aagz_gu¥dﬁf&r&Hga—wha—bettera

1.

Rﬁginnaliam VEraus univaraalism,

“he birth of regionslism is reminiscent of the egtablishment
of the Zuropéan atatﬂ-ﬂyat&m about the snd of the 13th century. In

Both uaaea the changs sprang from the unl;ﬂpﬂﬂ of thé universal

4 --." b f- .-z.-r

E. - :
soclety of the Limz. in the Eidﬂla ﬁgua that aumxety #hz yramarzly rele

gious, while in our age it was econsmie. When the Jhristisn commone
ex
S AR +hoa awvawriannalar shadowy i g_f-ig:urﬂ_;_’_}g ctonlaoli-
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iated into independent unite of power. gimilarly, the break-dewn
‘IHI."GT thé ninetesnth égntury syatgm;af a ﬁc?ld Eaanumé rqghlted in ta
g tmgrgence of hﬂﬂ&g&ﬂﬁtﬂﬁeé:g:;;;;dﬁnits.ﬂf linited arI;:.in terms
of the gold standard, that true symbol éf uniTaraaliatfﬁﬁunnnf this
should ?e self-evident, since its passing, in the curly.'rhiftiua
ﬁg;;:gigtummmﬁln aﬁﬁhfrisa Lo leook afler thei; 5Tyl 'fﬁréikn economy
which qumarly 'haﬁ:inqkn& aftsr itaalf'.fﬁlmaﬂt ur&;ni@ht new urﬁaﬂu
‘bad tq.ﬁ& developed Lo regulate ﬁne ﬁavﬂmﬁut of gﬂﬂdﬂ;iiﬂaﬁﬁa and
gaymanté &croaé thé s ead burdefs éf éounhriaa. Sﬁ;;p%—fwr*ﬁhé
x iﬁﬁgﬁfﬁryﬁffﬁhﬁﬁTﬁfﬁvj?Eh@ 'foreign econvmy' ef states was now the
governmeni's cuncarﬁ; their currency was managed; their foreign trade
kil Be

#nd foreign loans seTe cuntrolled. e inaixtutiana with the help of

”~ ; J{ A :
Ll v i e [ 4 "
whieh they &a&%ﬁdﬁ*&h their 'forsign economy® were sirikingly similar, .

—

i Of their comestic institutiions rateer ine gpposite was true, That we ok
diglise some of them iﬁtensely.shﬁulﬂ na£ blind us Lo the great variety
of new forms. Indeed; free trade and gaiﬂ gurreney had resulted in &
veritable standardisation of the lives of the nations. ?rade could
not e carried on unlaﬁa A peaple 'Gaﬂfﬂﬁmeﬁ Lo the réqui&ﬂmemta of
business’.|5incs zugineaa wga not transaoted Delween Eo?grnments cul
between érivata individuals, the need was for the enau}img of the

sppreved behaviour on tmmsmmpmmbn the pﬁrt of these individuals,

Ian the nature of things, auch'guaraﬂteeé-caulﬂ be sought emly inn

their domestic instituliens such as Efiek €xXchanges, panks of lssue,

free prafﬁasiqné, gommercial codes as weil ag other rules sad ous-
toms concerning the use of property and aa¢a§£&d oy the comamunity

alye

at lurge., Unwittingly., & pressure towards conformity went with
/ol

the counterpart of liveral capitalism, world-revolutionary soclalism. &
This, shee, conceived of iteelf as a planatdry systes. Oultsiile Kussia
it remained, of course, mainly a creed of working-class movemenis,

to which fulfillment in governmental action was dsniéﬁ} Aven 80 1t
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A gensral crisie of tae intermationsl s s¥slem followeds The nine

teenth centurg had establi shed an initersational order imnmwhhn
the balancing of - \
within which/a large number of abeolutely soveriegn stsk es, large

and small, managed to ayert gnivsrsal wars . The key to this alwmest
pRRR o rliiesi" :

miraculous 4dchievment masnnhhainmodndnsounaogn ley in the existenve oi
ot nct only

a world sconomy which/gem rated a powserful peace interest amduag

ihenpame time &leo provided an im trument nénnponpediingn with which:
but alse provided ; attaining ite end. _

saunosspsRfinntaningnanbded/ it with the weans of uendswingnitEnsimann

The <@e# ECOHOmic UNits “iatowistolmdine 0ld moveriegn stalef Werc wew

i Rz e e A

fcrméﬂ”u?&f'ﬁixht}haxa uttarly unsuited Go this purpoee. Under the

except {u a very superfificl sensse
19thcentury world economy the state was not/aneconemic unit; it

o

was essentailly a political eniftity the citizens of which formed -

part of a world community of tradere.

Only by chunce would the nawmnawbnnainannuonissn old national ferrid:

e Yadt with their trend itowards self sufficdeny .

nwﬁ/qu requirments of 4imswesw natlonal econouwies./. Hamenilany
s0me

states were obviously toe small, nahnmmaloo large for this purposey

'nthnnanngnhn;nnnhﬁnhnnuulnapnulnunmnnnnpnnhﬂn:nnﬂnnﬂqupnnﬁnnnﬂnﬁnnuni:

P

sadmasnfsssdnuinh 'mﬂilh‘ﬁ%%ﬁﬂﬂthﬁﬁtﬁﬁﬁﬁﬁﬁﬂnﬁﬂimﬁﬁﬁ?@w&m
: sxpenjied :
_found . bhemeekves  Tapad . uith phhanbpnnem . pEeblens. il Eiew 0T ihAs

naed. for-am--mew-politiedYs ud sconomic_ intsgratich ¢7 TEE psopies.

in their controlled foriegn economy now
However/ths pnfinposdneonnmin/ units afnahnibednanaanposessed an bonemn,
oTRAD nasional e :
dnshpomend of the highest potsncy wakehr—anEETe

S8 haen euprEney tHetvdtent o f me for the tgsk of
: arge

prooffiret-daandinn

recoustructiems It allows the building up of/politicdlunits waich

lated, into am neticonal e nomias.
are apomoninabignarticu ¢ g:;g%: e ias tovards

That the U.SeSeRe 0r even the British Commonwelath ofnnakinuznn
pennannizing ;gg;132:;33;3§:n§:ainﬁiﬂﬁ§n§§§:§*ia order to mest the

; beinnginpGanntnan :
regquirem nts of the nat ional economles which fomma iiey cOmPriES
politicelly, shonbdnunnoénbe ©ay be the resukt of the sawe [rocess
which makes 2o many swsll countries thinEnupnaon look tewards b
proteciion of their big =anc powarful neighonbung bours witbout
wishing in any way to shendongnbion relivgquish the freedom of
fashiwm ing their domestic life ¢« Thne pr ncifle whichgoverns the

%§£§§k£%§_linking up of territoirsl economies im largs politiecal

unite AEnpapghk 1l the bonm essence of reghons Liome
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