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'"rHIS is a Report from the Committees on Ethics 
1 and on Economic Relations of the Catholic 

Association for International Peace and is being 
issued as a Study from those Committees. It was 
presented and discussed at the regular annual meet
ing of the organization. The Committees co
operated in the final form of the Report and it was 
submitted to the Executive Committee which 
ordered it published. As the process indicates, this 
Report, being the report of only two Committees, 
is not a statement from the whole association. 
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INTERNATIONAL ECONOMIC LIFE 

I 

A WORLD ECONOMIC LIFE 

WORLD economic life is closely interdependent. It is 
objectively almost a single trading, production and 

credit unit. To a greater or less extent every country de
pends upon countries the end of the world away for raw mate
rials and foodstuffs, for outlet of production and services, and 
for import and export of capital. The United States, able to 
supply most of its needs, normally imports and exports vast 
quantities and varieties of goods, capital and services. No 
country is economically isolated. 

Throughout the interdependence, there is huge variety from 
place to place in resources, equipment, means of transport and 
communication and human economic abilities and in density of 
population in relation to all these. Differences are implied 
in an interdependence in which one area imports what it has 
nothing of, or not enough of, and sells what it has more of. 
The differences are incalculably many and great. 

Differences in physical resources. For example, coalless 
Italy and the coal country of the Saar Valley. Differences in 
cheapness and ease of transport and communication. For ex
ample, Switzerland remote from the sea and Great Britain open 
to the sea on all its four sides, or the European network of rail
roads and the single line across Siberia. Differences in power 
resources. For example, Switzerland with its electricity-gener
ating mountain streams and the Sahara. Differences in pro
ductive and distributive equipment. For example, the Rhine 
Valley and Spain. 

These are differences in material things. There are also 
differences in the human technique of using the productive and 
distributive equipment. For example, the French and the Rus
sians. There are differences in the density of the population 
of an area in relation to its resources, power, equipment and 
technique. For example, the United States sparsely settled 
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and highly rich, and China densely populated and at present 
poor. 

There is also vast and continuous change. Electrical power 
instead of steam, new resources and products, improved equip
ment and management, adoption of new methods in new areas 
are elements in this unceasing change. Areas long in the In
dustrial Revolution, like Europe and America, heighten their 
productivity or reduce it. New areas, like Japan, enter the 
new era. Others, like China and India, are on its threshold. 

The productiveness is far above anything the world has 
ever known ; and future possible productiveness is, so the tech
nicians say, far above anything we know now. 

The world interdependence, variety, change and wealth has 
come in three great stages of a revolution in human environment 
and use of material things which has been in process for five 
centuries. It has reached us in the discoveries and coloniza
tion, in the Industrial Revolution, and now finally in the pres
ent extraordinary technical change and advance magnifying 
tremendously power, materials, equipment and communicabil
ity. Materially there is a new world. 

II 

THE PRESENT HUMAN RULES 

Another no less basic fact is the human rules that handle the 
new material world. What human rules are in charge of the 
economic wealth, unity, variety, and change? Specifically what 
economic and governmental rules? 

What the form of ownership? The rules and practices in 
production, credit, hiring, buying and selling? The rules and 
practices upon blending the multitudinous differences into an 
actual composite and upon lifting low standard areas? 

In summary the rules are these : Concentrated and abso
lutistic private ownership; a melange of competitive individ
ualism and plutocratic monopoly ; economic nationalism eco
nomic imperialism and the international bankers' imperi~Iism; 
and an as yet unrealized striving for some sort of deep change 
at each stage in the rules . 

. The underlying rule is: It is somehow good, economically 
wise and for the best interests of all, ultimately, if every in-
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dividual and every political government t ries, as against all 
other individuals and all other governments, to become as rich 
and powerful as possible. Rights in ownership, production, 
credit, buying, selling, and hiring are almost absolute. Rights 
of a government to help its own nationals against all other 
nationals and governments are likewise almost absolute and a 
duty. The change, variety, interdependence and tremendous 
productivity are subject to the rule of almost unlimited indi
vidual, group, and national competition. They are treated not 
interdependently but anarchically for the interest of those who 
can win in a world-wide struggle. 

The rule has operated with increasing vigor and clarity 
almost since the first stage of the material changes in the Era 
of Discoveries. It was especially clear-cut during the whole 
second stage, the Era of the Industrial Revolution. It is dom
inant, though greatly questioned, in the present stage. 

Individual and national success under this rule depend in 
part upon certain of the physical elements described above. A 
country, for example, of scant raw materials and power re
sources, of difficult communicability with other areas, etc., 
etc., cannot expect to be rich and powerful, nor can its citizens. 

Besides these physical characteristics and matters of pro
ductive technique there is the profound psychological fact that 
from individual to individual and country to country ability 
to follow the rule varies. Not everyone wishes to spend his 
life seeking wealth in a competitive and cruel business struggle. 
Not every people can develop the perfect financier. Not every 
people can enter wholeheartedly upon a career of economic 
nationalism, imperialism and bankers' internationalism. 

III 

THE PURPOSE OF WORLD ECONOMIC LIFE 

A certain basic moral proposition is denied by these eco
nomic and governmental rules. New economic and govern
mental rules are required if this basic proposition is to func
tion as a contemporary and continuous fact of life and not 
simply as an ultimate and remote and never-to-be accomplished 
thing. 

The proposition is found in Pius XI's Encyclical on Re-
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constructing the Social Order: "For then only will the eco
nomic and social organism be soundly established and attain 
its end, when it secures for all and each those goods which 
the wealth and resources of nature, technical achievement, and 
the social organization of economic affairs can give. These 
goods should be sufficient to supply all needs and an honest 
livelihood, and to uplift men to that higher level of prosperity 
and culture which, provided it be used with prudence, is not 
only no hindrance but is of singular help to virtue." 

In other words, economic life exists to give all and each 
those goods now which the economic resources, equipment and 
technique and an organization of economic life can supply and 
those goods should be enough for a good physical livelihood 
for all now and a good cultural living and, when these are 
used properly, a high religious and moral life now. Certain 
standards of justice and social justice to describe what this 
purpose means are listed in Pius XI's Encyclical. Among these 
are the following: 

"The wage paid to the workingman must be sufficient for 
the support of himself and his family." 

"The wage scale must be regulated with a view to the 
economic welfare of the whole people. . . . Social justice de
mands that by union of effort and goodwill such a scale of 
wages be set up, if possible, as to offer to the greatest number 
opportunities of employment and of securing for themselves 
suitable means of livelihood." 

" A reasonable relationship between different wages here en
ters into consideration." 

" Intimately connected with this is a reasonable relationship 
between the prices obtained for the products of the various 
economic groups, agrarian, industrial, etc." 

"Where this harmonious proportion is kept man's various 
economic activities combine and unite into one ~ingle organism 
and become members _of a common body, lending each other 
mutual help and service." 

"Wealth ,_ which is constantly being augmented by social 
and_ eco~o~1~ progress, must be so distributed amongst the 
various md1v1duals and classes of society that the common 
good of all, of which Leo XIII spoke, be thereby promoted. 
In other words, the good of the whole community must be 
safeguarded." 
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" By these principles of social justice one class is forbidden 
to exclude the other from a share in the profits." 

"This program cannot, however, be realized unless the prop
ertyless wage-earner be placed in such circumstances that by 
skill and thrift he can acquire a certain moderate ownership." 

" In the present state of human society, we deem it advis
able that the wage-contract should, when possible, be modified 
somewhat by a contract of partnership, as is already being 
tried in various ways to the no small gain both of the wage
earners and of the employers. In this way wage-earners are 
made sharers in some sort in the ownership, or the manage
ment, or the profits." 

''It is rightly contended thait certain forms of property must 
be reserved to the State, since they carry with them an oppor
tunity of domination too great to be left to private individuals 
without injury to the community at large." 

Economic life is now a world life. Therefore the ethical 
proposition regarding the purpose of economic life, and the de
tailed meaning of the proposition, must be applied on the 
world scale. Before the material changes of the past five cen
turies began it was possible to think and act only in terms of 
small market areas. Now when the changes have advanced 
so far and are moving forward perpetually, economic life is a 
world life and has to be so considered, and the ethical prin
ciple is of world application. Ethical principles that always 
had a potential world application were until this generation 
thwarted of actual world application because the world was 
not itself so nearly a unity. 

The infinite varieties of the world economic life and the dif
erences of the rate of change from area to area still make sepa
rate national and regional action necessary. They also make 
the applications of the principle most difficult both in idea and 
in practice and demand infinite patience. But the objective 
interdependence demands world organization and action. 
World application of moral principles to a world economic life 
is now to a degree possible. Therefore to the same degree it is 
necessary. 

World resources, equipment and technique, i.e., the unity, 
variety, and change of the world economic life are to serve the 
human interests of all peoples everywhere. Objectively these 
are enough to give all peoples and all individuals a high physi-
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cal, cultural, religious and moral life. They grow still larger. 
Social justice requires the above-described distribution of the 
returns of industry and agriculture. 

In the light of this principle world economic relations are 
subject to the realm of : "What does strict justice supplemented 
by charity require?" and are lifted above it to the questions: 
"What also does social justice, i. e., the common international 
good, require?" and: "How is the purpose of economic life to 
be made live?" 

The principle opposes directly the existing business and 
governmental rules in economic life. It declares that it is 
not somehow good, economically wise and for the best inter
ests of all for rights in ownership, production, credit buying, 
selling and hiring to be considered almost absolute or for the 
"right" of a government to help its own nationals against all 
other nationals and governments to be almost absolute and a 
duty. 

From the economic principles of this individualism, now 
become the concentrated control of plutocracy, and from the 
governmental principle of economic nationalism, of national 
imperialism and of bankers' imperialism working in an inter
dependent, various, changing and wealthy world have come all 
the major world economic evils including the present depres
sion and the last war. Unless the human rules of handling 
economic life are changed there will be no real hope either of 
guiding justly and wisely the world's economic interdepend
ence, variety and change or of avoiding war. The first step in 
the change is the recognition of the true purpose of economic 
life. 

IV 

STRUGGLE AND CONCENTRATION OF POWER 

When the present very highly intensified world unity, 
variety and change appeared a generation ago in the present 
third stage of the material revolution in the world's life, a 
certain greatly important fact had already emerged by reason 
of the existing rules and their denial of the continuing pur
pose of economic life. First, wealth and credit power in each 
nation had become concentrated, here more so, there less so, 
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in the hands of a few individuals; and these individuals, them
selves concentrated geographically in certain countries, exer
cised economic power in other countries. And, second, the 
governments of these extraordinarily rich and powerful few 
helped them at home and abroad to further their wealth and 
power. 

The power of these few individuals and countries was not 
absolute nor cohesively used. T here was rivalry between 
groups within countries; between different national groups; 
between sets of international groups; between, on the one hand, 
ambitious men and their governments in the countries newly 
entering the industrial and individualistic age and the foreign 
and experienced industrialists, traders, bankers and govern
ments; between groups interested in export of commodities, in 
import of commodities, in investments and loans abroad and 
in borrowing money abroad. Governments tried vainly to fol
low these groups in a ll their opposite aims. There was con
fusion. Yet the trend was toward helping the most powerful. 
So is it today. 

Into this combination of business struggle and govern
mental struggle, curiously attempting to administer an objec
tively interdependent, extraordinarily diversified and whirlingly 
changing economic life, there entered, as was logical, a world 
war. So close an approach to world economic unity in a highly 
diversified world, especially in a dynamic age, could not be 
handled by unlimited competition among individuals and gov
ernments without war. Especially could it not be handled 
without war when competition had already resulted in con
centrated wealth and credit power and when nationalism, na
t ional imperialism and bankers' international imperial ism were 
already being used for greater plutocratic and na tional wealth 
and power. The final weapon of national ism and imperialism 
would be used on a stage equal to the extent of the world 
economic unit. That happened in the World War of 1914-
1918. 
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v 
THE WAR AS AN ECONOMIC FACTOR 

The War heightened every element in this world economic 
life-its underlying physical unity, diversity and change. It 
heightened every element in the human rules-absolutism of 
wealth and credit power, economic nationalism and imperial
ism and the international bankers' imperialism. 

Technical improvements moved swiftly under the drive to 
produce goods with fewer hands for the military forces to ex
pend in war. New areas were ransacked. Agricultural areas 
became industrialized to supply themselves goods they had 
formerly bought abroad. Certain areas were impoverished. 
Vast numbers were killed. Other vast numbers were wrecked 
and beached for life. 

Business and banker interests in countries not in the War 
or not in the War till late, as our own, increased in wealth and 
power. Huge governmental debts were contracted by the war
ring countries at home and abroad to pay for war and re
habilitation. Huge private borrowings were made at home or 
abroad to finance the new prospective business of the post
war period and to pay the high taxes exacted by the war debts. 
Credit power grew. 

New governments and therefore, under the rule of economic 
nationalism, new artificial economic units were created out of 
the defeated nations. Defeated governments were stripped of 
political possessions overseas. Their traders and bankers were 
deprived of their vested holdings abroad so as to aggrandize 
other national and international groups of producers, traders 
and bankers and other governments. 

VI 

THE I~TERNAL CONTRADICTION 

The War was itself a consequence of the regime. It was 
a dramatic consequence. Other consequences of handling an 
objective interdependence, variety and change by a rule of 
struggle and conflict are everywhere visible. They are less 
lurid but often equally tragic. 

The fundamental consequence is that a world economic 
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unity wherein the different areas will be improved and their 
diversities will complement and perfect each other in a world 
economic order is thwarted by absolutistic private ownership 
and absolutistic nationalism and still more so by absolutistic 
plutocratic ownership and imperialism. An essential conflict 
exists between the objective fact of economic interdependence, 
variety and change and the present human rules. Examples 
are numerous. 

(a) The new technology demands world-wide mass distri
bution of the mass production. But absolutistic ownership, 
and still ·more so its plutocratic form, economic nationalism 
and both national and bankers' imperialism concentrate the 
power to consume in the hands of the few within every coun
try and give certain countries a far higher standard of living 
than others. The result is envy, rivalry, conflict, instability 
and periodical world economic depression. 

(b) The diversities between areas require intelligent and 
purposeful coordination to create the world unity. But abso
lutistic ownership and nationalism and imperialism guide the 
diversities not toward unity but toward the maximum profit 
and power of a few persons and a few governments. 

(c) The expansion of industrial production into new areas 
needs guidance so as to fit total world production to total world 
ability to consume on a high level. High-level consumption is 
thwarted by the regime. So also is the balance between pro
duction and distribution. Under a drive for maximum profits 
spurred on by economic nationalism, new areas become indus
trialized for the home and world market; they choose those 
same products for industrialization which have elsewhere proven 
sources of wealth; and they thus weaken both themselves and 
the older industrialized areas through overproduction. The 
diversities do not blend in a unity. They clash. There is 
overproduction in certain products and underproduction in 
others besides, of course, the chronic underproduction in rela
tion to possible consumption and the chronic misuse of mate
rial resources and human beings. 

Areas already industrialized try sometimes to prevent other 
areas from industrial development so as not to suffer further 
competition and the lowering perhaps of their own standard 
of living. Yet use of the new technique, however diversified 
from place to place and however regulated, is necessary if 
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peoples generally are to use the new resources, equipment and 
technique fully for human welfare. 

Or if one measures the world interdependence, variety, 
change and wealth, as they are handled by the present rules, 
with the true purpose of economic life, then each example 
listed indicates a contradiction here also. The great resources, 
equipment and technique of the world do not give all and each 
a high physical and mental life and the means of a high moral 
and spiritual life. 

It is scarcely an exaggeration to say that the oJd regime 
method of handling world economic life has broken down under 
its internal contradiction, its denial of economic life's real pur
pose and the added strain of war and post-war problems. In 
one great country it has been overthrown by Communism; in 
another, supplanted by Fascism; in a third, challenged by 
what is called -ational Socialism; and in various other coun
tries it would collapse were it not bravely propped up with 
emergency relief measures. The United States is itself under
taking a vast new type of economic life. International trade 
has been thrown out of joint; many currencies are depreciated; 
many foreign investments are in default; poverty and unem
ployment break through the strongest national frontiers. 

VII 

PARTICULAR PROBLEMS: DEBTS. TARIFFS AXD 
MONETARY SYSTEMS 

The problems raised are manifold. They stand against a 
material background of world unity, variety, change and 
wealth. They stand against a human background of economic 
and national absolutism. 

One interlocking group of problems is international debts, 
tariffs and the monetary systems. These are acute partly be
cause of the growth of debts in war time and immediately 
afterward. But they are also acute because of the normal 
workings of the dominating economic and governmental rules. 

(a) DEBTS 

.!\'"early sixteen and a half billion dollars is owed in inter
governmental war debts. Another vast amount is owed by 
governments to foreign individuals and banks. Still another 
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vast amount is in the nature of private inv~stments and loans 
abroad. T o these should be added the enormous internal prop
erty-income claims which individuals have against both gov
ernments and private concerns. 

This vast sum of international obligations and intra
national obligations creates myriad problems. There is the 
conflict between paying so much upon property which in in
dustry and trade is owned predominantly by the few and the 
payments for services to the majority of the people. The con
flict is heightened by the necessity of distributing income widely 
if the mass production is to be used. 

There is the clash between the debtor nations and the 
creditor nations. Debtor peoples have to work harder and 
live on a lower standard of life to make the annual interest and 
principal payments to foreigners. 

There is the clash also between inter-governmental debts 
and the international private claims to returns. A country 
may have to default on one or more types because it cannot 
pay all its obligations. A conflict in both debtor and creditor 
countries then arises over which debts have precedence-debts 
of governments to governments, of governments to persons or 
of persons to persons. 

The situation is further complicated in creditor countries 
by the conflict among those interested in foreign loans and 
investments and returns thereon, those interested in commod
ity exports and those interested in domestic trade. Ultimately 
the international budget is balanced by goods and services or 
there is a default. One group will wish to keep out foreign 
goods so as to sell more at home. Another group will want 
to collect moneys on foreign investments or loans and will 
favor imports. Another group will favor exports. The con
flict in creditor countries, matched with modifications in debtor 
countries, enters the field of international relations. 

A special ethical problem arises out of the debts owed by 
our late "associates in the Great War." There is no suffi
cient nor even serious ground for denying that these legal 
obligations were from the beginning moral obligations. These 
European governments b\)rrowed the money from the United 
States to carry on the War and solemnly promised to pay it 
back. Originally these were debts of justice which no amount 
of high sounding arguments about " the common cause of 
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humanity" or any other sort of specious reasoning can annul 
or erase. Even though it could be seriously maintained that 
the loans were necessary means by which America was saved 
from invasion and from losses exceeding the value of the loans, 
the controlling fact is that neither the United States nor the 
Allies regarded them in this light. Both parties looked upon 
them as freely contracted loans which were to be repaid, 
although made under imminent peril in the prosecution of the 
War. 

What neither the lender nor the borrowers seem to have 
realized at the time of this agreement was that repayment of 
such huge sums might become impossible. International loans 
differ in one essential respect from similar contracts made be
tween inhabitants of the same country. The latter can be re
paid in domestic currency, while loans between different coun
tries or between their respective inhabitants can be settled only 
in the form of money which is good in the country of the 
lender as well as in that of the borrower; that is, in gold for 
the countries on the gold standard. At present, none of our 
World War debtors possesses sufficient gold or is likely to pos
sess sufficient in the reasonably near future to continue paying 
the annual installments in that medium. For any of these 
countries to attempt this task would be to cause such derange
ment in its financial system as would inflict grave, even very 
grave hardship upon millions of its people. 

This hardship would be quite as great in the case of mil
lions of persons as that which would excuse an individual from 
immediate payment of an honest debt or immediate restitution 
on account of an injustice which he had infl icted upon his 
neighbor. In the latter case, all the authoritative Catholic 
moralists permit postponement of the discharge of the obliga
tion. The only exception to this course allowed by the moral
ists occurs when postponement would place the creditor in a 
worse position than that in which payment would place the 
debtor. No person who really knows the relative economic 
conditions of the debtor countries and the United States will 
seriously contend that they exemplify this exception. The 
people of the United States will not be in a worse position, 
if they fail to receive the annual installments of the interest 
on and principal of the debt, than will the people of the debtor 
countries if they attempt to make gold payments. So long as 
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they are in their present economic and financial difficulties, 
the latter will not be under moral obligation to attempt to pay 
the debts in gold. Moreover, it would be physically impossible 
for any of the debtor nations to make more than two or three 
such payments out of their present obtainable gold stock . At 
the end of that time, their gold supply would be practically 
gone and they would have no means of obtaining more, owing 
to their unfavorable balance of trade. The only way by which 
a country can obtain gold from abroad is by exporting more 
goods than it imports. 

It should be kept in mind that the great bulk of the pay
ments which we have already received on account of these 
debts was derived from borrowed money. T he United States 
loaned money to Germany, Germany transferred it to the 
Allies who in turn paid it back to the United States. For 
various reasons, this process came to an end. 

The only remaining way in which large international pay
ments can be made is in services or goods. Services do not 
provide an adequate method of repaying the war debts, inas
much as neither America nor her citizens employ the services 
of the debtor nations in sufficient volume. Payment of the 
annual amounts in goods is theoretically possible for all our 
debtors. For example, the two and a half million unemployed 
workers in Great Britain could undoubtedly produce goods 
of sufficient value every year to cancel the annual amount 
of interest and sinking fund payments due to the United States 
from that country. But we do not want their goods. The 
American producers of the kinds of goods sent us from Great 
Britain under this arrangement would strongly object to this 
sort of competition. Imagine the outcry from our textile manu
facturers if the government of the United States were to accept 
payment in the products of the Lancashire factories and then 
proceed to sell them to the people of the United States. Were 
such a transaction carried out just once from one of our debtors, 
the outcry against cancellation would entirely cease, never to 
be heard again. 

Since the debts cannot be paid in gold without oppressive 
and immoral hardship upon the debtors and since we will not 
allow them to pay in goods, there is an end, for the present 
at least, of the moral obligation. When and if the economic 
and financial condition of the debtor countries should change so 



16 International Economic Life 

as to make the payment reasonably possible, the moral obliga
tion would revive. 

In the absence of the present moral obligation to pay, the 
futile attempt in the United States to compel payment by bel
ligerent agitation and denunciation is plainly unjust. It is like
wise immoral because it hinders international goodwill, inter
national economic welfare and international peace. 

To be sure, this country is justified in striving to obtain 
from its debtors whatever other advantages are obtainable in 
lieu of actual repayment. Only two such benefits of any im
portance have been advocated or are conceivable. The first is 
general world disarmament by the debtor nations in return for 
debt cancellation. Such an arrangement would result in a great 
saving and a release of vast sums for general economic wel
fare. Yet the time for making cancellation conditional upon 
disarmament seems to have passed, so far as the debtor na
tions are concerned. Moreover, it is not an altogether admi
rable method. It resembles too much the operations of the Big 
Stick. It is not a noble method of international trading. 

The other beneficial arrangement that has been suggested 
is an agreement to cancel the debts gradually in return for 
greatly increased purchases of our goods by the debtor coun
tries. Such a plan would not, in fact, increase much our "fav
orable" balance of trade. The increased purchases of our 
goods by the debtor countries would call for compensation, 
inasmuch as the plan does not contemplate our resumption of 
the practice of lending the Europeans the money to purchase 
our increased exports. Since the debtor nations would not have 
gold to pay for their increased imports from us, they could dis
charge the debt thus created only by sending us goods in re
turn. They would have to increase their exports to us directly 
or by selling a third nation which would sell to us by the same 
measure in which they increased their purchases from us. In 
other words, their exports to us directly or indirectly would not 
be in payment of the war debts, but a return for our exports 
to them. Hence, the only advantage of cancellation in return 
for increased purchases of our goods would be an expansion 
of our foreign trade, that is, an increase of imports as well as 
of exports. Inasmuch as this would mean an advantageous ex
change of goods for both the United States and the debtor 
nations, it is economically and ethically desirable. The im-
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portance of this proposal should not be underestimated, even 
though it would not be a monetary offset to debt cancellation 
or debt reduction. Moreover, it would have the important 
ethical influence of fostering good relations and peaceful atti
tudes. 

The example of French claims to payments from Germany 
is in point. The reparation claims of France against Ger
many were long justified by French politicians on grounds 
that seemed indisputable to most Frenchmen. Germany had 
caused the war, so the familiar argument ran; Germany should 
therefore pay for at least the damage she had done; Germany 
had promised to pay, in signing the Versailles Treaty and re
peatedly thereafter; therefore, Germany must pay. But the 
situation was not so simple. Nearly all Germans, and many 
non-German historians, denied that Germany was more guilty 
than other nations; the sanctity of the Versailles Treaty 
proved to be unable to stand the test of time; and Germany 
was unable to pay, for technical reasons that the French found 
difficult to unoerstand. Before their disillusionment, French 
statesmen had merely to compute the damages (and pensions) 
of France. Their demands ranged from thirty to forty billions 
of dollars. When Germany did not pay, a French statesman re
sorted to the extreme measure of military invasion of Germany's 
industrial center, the Ruhr basin. Yet in the long run France 
learned that payment depended upon a complex of factors diffi
cult to control: German willingness to pay, German currency 
stability, export balances, gold reserves, American loans, credit 
conditions, international trade competition, etc. Again and 
again French treaty rights to reparations had to be reduced, 
"amputated," as French politicians said. And in the end at 
Lausanne in 193 2 only the merest shred was left of French 
reparation rights. Had the Lausanne agreement been proposed 
ten years earlier, it would have been regarded as an incredibly 
generous gesture of the creditor; in 1932 it was more inevitable 
than magnanimous. 

Sooner or later American political leaders must also face 
the complex facts of international finance. Sooner or later the 
debt-funding agreements, for the payment of war debts to the 
United States, will have to be revised downward, as French 
reparation claims were revised at Lausanne. We must go to 
Lausanne or a Lausanne will come to us. 
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The almost complete cancellation of Germany's reparation 
debt to the Allies at Lausanne has deprived the Allies of the 
funds which were counted upon for debt payments to America. 
A second great difficulty has been created by the decline of 
prices and the world depression. The lowering of prices means 
that every dollar of international debt payments represents a 
considerably larger quantity of goods than a dollar bought 
when the debts were contracted, or when the debt-funding 
agreements were made. The depression, moreover, makes it ex
tremely difficult to increase, or even to maintain, exports of 
goods even at low prices. Financial uncertainty, the decrease 
of long-term foreign loans, and the gold panic of 1931-33 add 
st ill more acute difficulties. It is not at all certain that contin
ued collection of the existing debts, if it were politically possi
ble, would be economically possible. The international balance 
of payments has reached such a critical point that no one can 
predict how much more strain it will bear. One never knows 
which straw will be the one to break the camel's back. 

Charity, likewise, requires sympathetic consideration of the 
hardships of other nations, and abstention from any action that 
would unduly aggravate these hardships.1 

'One committee member, Rev. John X. Pyne, S.J., comments on this 
matter as follows: 

" ( 1) There are 50,000 Americans living in Europe; at all times there 
are some American tourists in Europe; in the days of our prosperity 
Americans in Europe spent about a half billion dollars per year, paid 
ultimately out of the proceeds of American goods sold in Europe. Is 
it not possible to work out some plan by which the funds used to meet 
these expenses should be derived ultimately from the government treasury 
of the debtor country, and credited to that country as part payment of 
its indebtedness to the U. S. A.? 

"(2) Could not a similar plan be worked out for t he payment to 
European beneficiaries of funds sent by immigrants to America back to 
the folks at home? 

"(3) The securities of their nationals, commandeered during the war 
by the Allied Governments, were said at the time to be the security for 
the repayment of the loans made by the U. S. Government to the Allied 
Governments. The debts have not been paid. Why should not the 
debtor governments be required to turn over to the U . S. Government 
t he same, or equal, securities, which the U. S. Government might sell 
on the Exchange, and so pay off its debt to its own citizens? The pres
ent holders of the securities would have to look to their own govern
ments for reimbursement. 

" In these three ways it is possible for the debtor governments to pay 
their debts to the U. S. Government without shipping us goods or gold." 
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There are two other debt problems closely allied to the 
matter of the war debts. One is the tremendous growth of in
ternational debts to private persons. The other is the tremend
ous burden of obligations of all sorts, internal as well as inter
national, upon which returns are asked. 

Part of the demand for a reduction of the war debts comes 
from these sources. Private individuals see a choice between 
payments to them or to their governments and they choose 
themselves. In fact there is, to a degree, a choice. But it is 
not so much of a choice as they think. For the international 
debts to private persons encounter the same set of obstacles as 
governmental debts. A degree of informal cancellation of these 
international debts to private persons will take place by direct 
loss, reduction of interest rates, reduction of principal or 
manipulation of currencies. 

The war debts encounter also the pressure of peoples not to 
pay so much in service on debts and capital certificates, whether 
to foreigners or to their own nationals. The burden is so great 
and the interest and dividend rates are so high that two seri
ous violations of the purpose of economic life result. Goods 
are not distributed widely enough to give all a good life in 
times of relative prosperity. The result is that periodical ca
tastrophe of unemployment. On grounds of social justice the 
whole debt and property burden, public as well as private, have 
to be greatly reduced. 

(b) TARIFFS 

In special consequence of the debts, over and above the 
effect of the rules that contradict the basic variety and change 
of an interdependent world and the fundamental purpose of 
economic life, economic nationalism by way of tariffs, export 
duties, subsidies, quotas and other forms of governmental as
sistance, has grown enormously. Debtor nations have tried to 
increase their exports and decrease their imports so as to meet 
better the yearly balance they owe without borrowing. Credi
tor nations have tried to collect in money and not in goods for 
fear of disrupting their own internal production and commodity 
market. And payments in gold endanger the currency systems 
of both debtor and creditor nations. 

Old industrialized areas, now more productive than ever, 
try to protect their domestic markets or their imperial markets. 
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Newly industrialized areas add tariffs for their "infant indus
tries." High tariffs are also resorted to simply to pay govern
ment expenses. Even export duties are levied either for reve
nue or as an economic policy. 

Tariffs are cumulative. One nation puts another row of 
bricks on its tariff wall. Other nations do the same. Warn
ings enough have been uttered by world economic conferences, 
by economists individually and in groups, by industrial leaders, 
by many statesmen. The warnings have been almost fu tile. 

The maintenance of high tariffs on imports is one of the 
very greatest economic evils in present-day international life. 
This policy has been greatly expanded and intensified since the 
Great War and shows as yet no definitely hopeful signs of dis
continuance. As a general consequence, practically all the 
countries of the world, part icularly those of Europe, have 
rendered themselves poorer and have made life harder for the 
masses of their people. 

In the vast majority of instances, a protective tariff in
creases to all the domestic consumers the cost of the goods 
upon which it is levied. While some domestic labor obtains 
employment in making some of the goods that had previously 
been imported, other domestic labor which had formerly been 
employed in producing goods for export is now thrown out of 
employment. The latter consequence is inevitable, since the 
foreigners are unable to buy as much as they formerly bought 
from the country which has imposed the new or the higher pro
tective tariffs. The reason why they must diminish their pur
chases from the protective tariff country is that they are unable 
to sell to the latter as large a product as they formerly sold. 
In general and over any considerable period of time, a country 
pays for imports only by means of exports. When exports are 
diminished through foreign tari ffs, imports into the tariff-im
posing country must likewise diminish. 

In the country that imposes the tariff what happens is sub
stantially this: Some of its labor is now employed in making 
goods that it cannot produce so easily as can the foreigners, 
goods which it cannot turn out and sell so cheaply as it could 
purchase them from a foreign country; instead of producing 
goods for export which it could turn out more cheaply than 
the foreigners, another portion of domestic labor must turn to 
less profitable production because the former goods can no 
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longer be sold to the foreigners. The net result is an uneco
nomic use, a waste of labor power and natural resources, which 
is translated into higher prices to the consumers. 

In this situation, a protective tariff is unjust both to the 
people of the country that imposes it and to the nation whose 
goods are subjected to the import tax. Life is made harder for 
both. When a foreign country retaliates by imposing tariffs 
upon commodities which it can buy more cheaply from the 
country that began the tariff policy, the hardship and injustice 
to both countries are necessarily increased, and the greater the 
number of countries that adopt th is disastrous international 
practice, the greater is the injury inflicted upon all of them 
and the more intensive and extensive is the moral wrong. 

It may be plausibly objected that the foregoing picture is 
too simple and too hypothetical- too reminiscent of the ab
stract reasoning of the classical economists. Five situations 
may reasonably be submitted as qualifying the factual descrip
tion and the ethical judgment just set down. 

The first involves what is known as the " infant industry" 
argument. H ere is a country whose resources both of materials 
and labor are such that a protective tariff will make profitable 
the establishment of new industries which in a few years will be 
able to produce goods more cheaply than they can be bought 
from foreigners. Without the tariff and the resulting higher 
prices obtained for the product during the period of the indus
try's " infancy," probably it would not be able to survive or get 
a foothold; but these very high initial prices will be more than 
offset by the low prices at which the industry will be able to sell 
goods for an indefinite period afterward. 

Undoubtedly this process has been exemplified in more than 
one industry and in more than one country. The underlying 
theory constituted the basis upon which the protective tariff 
policy was adopted in the United States. So long as this con
dition persists in connection with any industry, a tariff is neither 
economically nor morally injurious to the inhabitants of the 
home country. While it causes some temporary economic in
convenience to the foreigners whose goods are shut out, it can
not be set down as an act of injustice or even uncharity to 
them unless in very exceptional circumstances. Moreover, the 
addition to the world's wealth which results from the estab
lishment of a new and self-sustaining industry would, in a ra-
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tional system of international intercourse, diffuse its benefits 
to many foreign countries. 

It is very doubtful that many of the industries protected by 
tariff duties in various countries of Europe since the War have 
the capacity to develop to a point where they will ever be 
capable of underselling the goods that had previously been 
imported. Hence, this "infant industry" consideration is only 
slightly, if at all, available to modify the judgment of injustice 
and uncharity which has been pronounced above. As regards 
the United States, many of the industries are no longer infants 
and such infant industries as there are could be set on their 
feet much more economically and fairly by a system of direct 
bounties than by protective tariffs. Our existing industries 
have all passed beyond the stage of infancy. Most of them do 
not need the stimulus of protective tariff, while the minority 
will, for various reasons, never be able to stand on their own 
feet. In neither case, therefore, is the protective tariff justified 
by the "infant industry" argument. From this point of view, 
our tariff system is subject to the same ethical condemnation 
as the tariff systems of Europe. 

The second qualification is urged on behalf of a country 
which is unable to produce or to find a market for sufficient 
exports to pay for the goods that it would like to import. 
Take a country which is so poor in natural resources or in 
economic capacity that evei;ything or almost everything which 
it is able to produce can be bought more cheaply from abroad. 
The people of that country are faced with two alternatives: 
either to levy a protective tariff on all imports and become a 
self-sufficient nation on a low standard of living or to have 
recourse to wholesale emigration. For many reasons, the lat
ter alternative is not feasible. Hence, such a country is ethi
cally justified in maintaining protective tariffs. Very few 
countries are in this deplorable condition. Consider, however, 
a country which can produce sufficient exports to pay for all 
its needed imports but is unable to find a market for a suffi
cient quantity of the former, owing to competition with other 
countries that are likewise producing too much of these stable 
goods. Such seems to be the position of Great Britain at the 
present time. Aside from a considerable movement of emigra
tion, which is scarcely practicable, the only adequate recourse 
for Great Britain is to produce at home all or a considerable 
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portion of certain goods, specifically foodstuffs, which it has 
hitherto imported. This policy can be made effective only 
through a protective tariff or a system of bounties. Obviously 
this policy would be entirely in accord with the principles of 
morality. No such justification can be offered for a protective 
tariff policy in the United States. 

The third reason that may plausibly be urged to justify a 
protective tariff is the social benefits to be derived from a di
versified system of industry. The citizens of a country should 
have the widest possible choice of occupations. The economic 
activities of a country should not be almost entirely agricul
tural or almost entirely manufacturing. There is considerable 
force in this contention, as applied to a country where the 
dominant condition is· industrial, or a one crop form of indus
trialized agriculture, e. g., a country given over largely to 
sugar production, but it has very little merit in a country 
where the people are mainly farmers. In modern times all the 
essential advantages of civilized life can be provided in a domi
nantly agricultural economy. In general, it may be safely as
serted that this argument for tariff duties is of doubtful cogency 
from the side of either economics or ethics. It is, of course, 
not pertinent to the United States. 

The fourth argument for a tariff is the supposed desira
bility of national economic independence. A country which 
does not produce foodstuffs adequate to the needs of its popu
lation will be in danger of starvation and vanquishment from 
an enemy blockade. This argument seems to prove too much. 
A nation that has not a sufficient military and naval equipment 
to defend itself against every probably belligerent combination 
will be conquered whether or not it is able to provide itself 
with the necessaries of life. Economic self-sufficiency will 
merely enable the attacked nation to ward off conquest a lit
tle longer. The great majority of countries cannot afford, nor 
have they attempted to provide for themselves this complete 
military security. Neither is it rational for them to aim at a 
relative and temporary economic security through tariffs which 
inflict economic hardship upon both themselves and foreigners. 
As regards the more powerful nations they have already 
achieved all that is profitably possible in the field of economic 
independence. Hence, they are not justified in enacting a 
tariff policy for that purpose. 
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In our time, there is a particular reason why no nation is 
justified in seeking national economic independence as a pro
tection in war. This is the ugly thing which the Holy Father 
calls "exaggerated nationalism." This doctrine and this atti
tude of national mind are both unjust and uncharitable to for
eign nations. In almost all countries where national economic 
independence is systematically sought, this immoral attitude, 
this exaggerated nationalism, is more or less deliberately cul
tivated and increased. An obvious consequence is the aug
mented danger of war. In our time war is such a disastrous 
contingency that no nation is justified in pursuing any policy 
which increases its likelihood unless that policy is necessary 
for legitimate self-defense. 

One phase of the economic independence doctrine which 
strongly fosters an immoral nationalism is the recently in
vented propaganda for purchasing only domestic goods. " Buy 
British" and " Buy American" are two conspicuous instances. 
This appeal not only contributes to exaggerated nationalism 
but is economically stupid, since it would require a people to 
pay more for goods than is necessary and at the same time de
stroy the export trade. If we do not buy from foreigners, 
they will not have the means to pay for the goods which we 
want .to sell to them. It is both economically and ethically 
indefensible. 

The final qualification of the proposition that protective 
tariffs are generally immoral relates to the method of getting 
rid of them. Numerous and important industries in many 
countries. which have been established by the aid of tariffs, 
would suffer greatly or even disappear entirely if this protec
tion were suddenly and completely withdrawn. In such cases 
equity demands that the process of tariff removal be gradual'. 
Indeed, some of the protected industries would be unable to 
survive even this gradual process. Some of them provide em
ployment and livelihood for many thousands of persons. In 
the United States, the most conspicuous example is the sugar 
industry. The producers of cane and beet sugar crops as well 
as those engaged in the manufacture and refining processes 
would be compelled to seek occupation and livelihood elsewhere 
if the tariff were withdrawn. Probably this would be the case 
even if the process of abolition covered a long period of years. 
Can all the people of the United States then be reasonably 
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required to pay higher prices for sugar in order to keep in ex
istence this uneconomical industry which provides employment 
for an extremely small minority of the population? The fair
est solution would be to pay a direct bounty to the sugar 
growers equal to the advantage that they now get from the 
tariff duties, but to deny the bounty to any increases in either 
beet or cane sugar production. The cost of the bounty to the 
tax payers would be very much less than the cost inflicted 
by the tariff on the consumers of sugar. Incidentally, this 
arrangement would enable sugar to come in free of duty from 
the Philippines a few years hence when a tariff is due, accord
ing to the terms of the recently enacted Independence Bill ap
plied to those islands. The imposition of tariff duties on Philip
pine sugar would be a particularly harsh and unnecessary 
violation of international charity and international equity. 

A fundamental principle to be recognized is that inter
national trade is desirable and necessary for prosperity and 
progress. Secondly, it is obvious, although it is often for
gotten, that international trade cannot consist entirely of ex
ports. That is patently true for the nations collectively. It 
is also true for an individual nation ; a nation that exports 
without importing, or exports much more than it imports, can
not continue to receive payment in gold, indefinitely, nor in
definitely lend foreigners the money with which to buy its ex
ports. For the United States, admission of this fact is par
ticularly important. 

A third principle is that the tariff is an international ques
tion. Legally, each nation is master of its own tariff. Morally 
and economically, each nation should recognize that its tariff 
may injure people in other nations. Each government is there
·fore morally bound not to inflict wanton injury on foreigners . 
Moreover, as a matter of practical politics and economics, the 
government of each nation should recognize that by raising or 
lowering its own tariff barriers it will undoubtedly influence the 
action of other nations. 

A wise reduction of tariff barriers would undoubtedly aid the 
recovery of international trade and thus relieve unemployment 
and poverty in some measure. Certain reductions could be 
made without serious difficulty. Unnecessary and excessive 
duties could be struck out or reduced. Tariff "abominations" 
could be eliminated. Further reductions could then be made, 
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either by reciprocal agreements (which may entail certain legal 
and diplomatic difficulties, but are still a valuable method of 
reduction), or by general agreement to make gradual reduc
tions, or by the separate initiative of nations strong enough 
to take the lead. 

On the other hand, it must be borne in mind that pre
cipitate tariff reduction might temporarily cause injuries 
greater than the good achieved. Tariff reductions, like tariff 
increases, usually work hardship on certain individuals. The 
problem for governments is to avoid creating undue hardship 
for special groups unless the general welfare would otherwise 
suffer greater injury. 

The general conclusions about existing tariffs, particularly 
those of Europe, are that they considerably increase interna
tional ill-will and misunderstanding and that with few excep
tions they ought to be abolished as rapidly as is practicable 
and equitable. All authorities on international conditions and 
relations are agreed that the necessity for immediate reduc
tion of tariffs has become very great indeed. A beginning 
should be made immediately. Since the recent World Eco
nomic Conference failed to reach an agreement for a universal 
reduction of ten per cent on tariff duties, the United States 
ought immediately to lower its tariff rates by this percentage. 
This action would not only be of great benefit to our own coun
try but would provide a powerful example for the other coun
tries. Moreover, and regardless of the course taken by the 
European nations, the United States, it seems, might safely 
make the ten per cent reduction an annual affair until our 
average tariff rates have been reduced by fifty per cent. 

Besides tariffs there are several auxiliary weapons of eco
nomic nationalism used currently in the world economic war, 
such as quotas or absolute veto on imports, monetary policies, 
regulations of foreign exchange, disguised "health measures,'' 
etc., etc. These fall under the same rules as those on tariffs 
and should be removed. 

The huge world productiveness now has, under the present 
narrow distribution of income and under the extraordinarily 
varied and always changing levels of costs from one country 
to the other, changed the situation markedly from what it was 
in a period of low production. The general rules regarding 
tariffs still stand ; tariffs are a tax levied on local consumers 
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and a stunting of their livelihood to subsidize certain local pro
ducers and they are a bar of greater or less height to the wel
fare of foreign producers. But in the present circumstances, 
and increasingly as the machine system extends over the world, 
another problem is raised: how to fit total world productivity 
in its amazing variety to a high standard of living for all. 
The alternative to tariffs is no longer utterly free trade. The 
alternative is some kind of guided and organized economy 
which will attain the purpose of economic Iife.2 

(c) MONETARY SYSTEMS 

All international trade is further complicated by the fact 
that nations have relied on gold both as a basis for their na
tional currencies and as a means of settling balances in inter
national payments. All the gold in the world now used for 
these purposes could be packed in a room 31 feet square and 
31 feet high. Two nations, the United States and France, have 
most of it. Many nations have very little. A relatively small 
withdrawal of gold from such nations can cause panic and 
disaster, because it affects their international credit and their 
national currencies at the same time. Thus Germany and Eng
land were subjected to gold crises in 1931 by gold losses that 
were astonishingly small as compared with national wealth. 

Thereupon Great Britain and its circle of nations went on a 
modified gold standard, and an effect was to establish lower 

2Qne committee member comments on this matter as follows: 
"Some protective tariffs arc unjust, some are just. Tariffs on particu

lar commodities are to be judged in t he light of all the particular cir
cumstances which make their results, all things considered, good or bad, 
just or unjust. Whether a ma jority or a minority of the protective 
tariffs in fo rce at present are just is a question of fact and of judgment. 
Nobody has the facts necessary for t he formation of a dependable judg
ment, and on the facts obtainable judgments of competent authorities 
differ. A protective tariff is a means of competition and like competi
tion itself it may be used justly or un justly. 

"On page 31 it is said that, 'The combined capacity of the world's 
principal industries is far in excess of the demand of the world market.' 
If that be true and the protective tariff is the most widely approved 
practical means of protecting home markets, and if the fa ilure to pro
tect home markets means increasing unemployment at home it is not 
evident that the majority of protective tariffs are immoral. For per
haps the commonest use of the protective tariff is precisely to protect 
home markets." 
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prices for their products in the world market in relation to gold 
countries and thus to increase their exports. The three cur
rency areas of the world-modified gold, silver alone, and gold 
alone--proceeded to compete on an unequal and fluctuating 
basis and both the direct injury of the unequal competition and 
the indirect injury from the world uncertainty gravely have in
jured a large part of the world, including the very peoples 
who hold certain special advantages in the world market 
through the debased currency. When the United States went 
off the gold basis the situation became the more critical and 
brought the issue to a head. 

Measuring commodities and debts and credits by an un
changing standard has itself over a period of years helped one 
country and group at one time and hurt another country and 
group at another time. An article, or articles, of agreed value 
easily transportable, such as gold or silver, is necessary as a 
basis of international payments. The question finally is 
whether a relatively permanent price should be affixed to the 
standard , whether gold alone, or gold and silver in combina
tion; or whether the standard should be itself changed at regu
lar intervals to suit changing average standards of what it is 
to measure, i. e., the measurement of the price of any com
moditv or service in terms of the average of all commodities 
and services, and thus the use of gold, or gold and silver, sim
ply as a convenient means of registering the price and making 
payments. 

Certainly the problem is of tremendous importance in any 
economic regime. A mechanical means of measuring debts, in
ternal or foreign, and of measuring the value of commodities 
is vastly important. And no matter what system of measuring 
the value of the measure itself (i.e., gold or silver or both) 
whether at a fixed sum year after year or varying with the 
average change in levels of commodity prices the problem of 
paying international balances will remain. In any circum
stances, now or in the future, much of the transfer of payments 
both in international exchange and within countries cannot be 
in a metal currency itself but in paper claims upon metal cur
rency which cannot physically be paid in currency. The prob
lem becomes, therefore, in the international field primarily the 
construction of an international debt, trading and banking 
practice which will not necessitate much transfer of gold itself 
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but of international paper claims that internationally balance. 
It is because the whole debt and trading relations of the na
tions have been thrown out of joint that the gold question in 
international life has come to the front and then has created 
its own problems. 

The monetary international and civil war of recent years in 
one country after another, in which money standards are 
changed to advantage their own world trade in the interna
tional or the national field, is morally wrong. In the inter
national field it is a trade weapon of sweeping range in com
mercial warfare. In the national field it is a means of arbi
trarily shifting the strength of various social classes without 
compensation to the individuals unjustly damaged. 

The problem of parity of prices between commodities will 
remain regardless of the money standard. For example, the 
price of a bushel of wheat may be out of key with other prices 
whether a fixed gold standard or a variable average commodity 
standard is used . The price of an imported article may be 
too low or too high under any money system. But both strict 
justice and the common good seem to require a money system 
that will be internationally accepted, and that will measure 
what it sets out to measure both at any one time and over a 
period of years, i. e., commodities in terms of other commodi
ties and debts in terms of the goods it takes to pay the debts 
now and in terms of the goods the debts could have bought 
when made. The obligation rests primarily on governments to 
effect that standard. 

Within the limits of the present standards direct measures 
taken, perhaps by central banks and the International Bank, to 
secure an evener flow of gold, to make greater use of paper bal
ances in international exchange, to increase the price of silver 
and to reduce the quantity of gold needed as a base of the 
monetary system seem advisable. A speedy establishment of 
an internationally accepted standard is a prime requisite. 

VIII 
.. 

INTERNATIONAL COOPERATION 

The place of government action can be exaggerated in eco
nomic life. For economic life is itself a thing. Not apart from 
government in the sense of being independent, it is neverthe-
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less a function that should normally rule itself. Yet govern
ment is the supervisor, the protector and the promoter of the 
common good and the good of each class and group. In the 
proposals regarding debts, tariffs and gold, action by govern
ment was indicated. Such comes within its power. Negatively, 
governments should singly and jointly protect their nationals 
against injustice and against evils that affect the common 
good. Government has also a positive work to do. It should 
promote the common good by positive action. Pope Pius XI 
in his " Reconstructing the Social Order" says: " It would be 
well if the various nations in common counsel and endeavor 
strove to promote a 'healthy economic cooperation by prudent 
pacts and institutions, since in economic matters they are 
largely dependent one upon the other and need one another's 
help." 

~Iuch governmental action in international life is taken up 
either with protecting or helping one particular class in its 
country or, where the interests of that class are in part identi
fied with the interests of the whole country, in protecting and 
helping whole countries. This is true of the independent ac
tion of single governments and it is the mainspring of much 
joint international action. The action may in fact result in in
ternational good when the separate national "goods" do not 
conflict with each other. But the underlying fact of world 
economic unity in its variety and change commands a new 
type of international action which looks to the positive promo
tion of the common good itself of the world and the purposeful 
blending of the variety into the unity to meet the good of all 
and each. 

The common good in a single country is not the sum of 
the individualistic strivings for separate individual welfare. 
X either is the common good of the world the sum of national
istic. to say nothing of imperialistic, efforts to promote the good 
of single countries or classes. The fact is clear in the case of 
tariffs and debts and clearer in the case of monetary action. 

It is perhaps still clearer in the case of the present over
development of certain resources and eqµ ipment in relation to 
present demand and the need of some kind of positive joint 
action so to utilize the productive equipment and so to increase 
standards of living that the whole body of resources and equip
ment will be used for their real purpose. 
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(a) MARKETS, MATERIALS AND PRODUCTIVE EQUIPMENT 

Overdevelopment of equipment for production of raw ma
terials, food products and finished goods, in relation to present 
demand, has been advertised by the special difficulties in cop
per, wheat, cotton, textiles, rubber, sugar, etc. At the same 
time there is underconsumption all over the world and hun
dreds and hundreds of millions live below the standard of 
decent living. Moreover vast resources still remain to be ex
ploited. Both present overproduction and present undercon
sumption are problems of the first magnitude. 

Attempts by any one nation to curb production, and thus 
raise and stabilize prices, of a commodity largely consumed 
by some other nation are open to serious objection. An at
tempt of this sort, to restrict rubber production, caused bitter 
animosity between Great Britain and the United States, and 
resulted in failure. Copper, wheat, sugar, steel, and many 
other staple commodities, can be controlled only by interna
tional agreement. In some cases, "cartels" or agreements 
among private producers are possible; in other cases, interna
tional control is impossible without government action. 

Measures to extend productivity in underdeveloped areas 
in order to give the residents of those areas more buying power 
clash often with developments elsewhere and are then to a de
gree self-defeating. The lower standards of living in the under
developed areas and thus their lower costs of production in 
turn magnify evils in the older areas. Yet at the same time 
economic development of some type is necessary in the new 
areas. 

The combined capacity of the world's principal industries 
is far in excess of the demands of the world market. Several 
of the most highly industrialized countries cannot find mar
kets either at home or abroad for all the staple goods that they 
are able to produce. One of the worst consequences is a large 
volume of chronic unemployment in all these countries. None 
of them acting alone corrects this evil. If one country should 
diminish its exports of the goods which are produced in excess, 
the others would probably seize the markets thus released. 
Hence, the nation acting alone would be worse off, while the 
others would have bettered their condition only slightly. The 
indispensable remedy depends upon international action. Co
operating with one another, the principal nations might be 
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able to allot to each a definite proportion and amount of goods 
to be exported. The alternative to some such arrangement is 
continued economic waste, many kinds of hardship to all the 
peoples and international friction. 

·while not nearly so difficult as the problem of distributing 
foreign markets, that of obtaining necessary raw materials is 
of sufficient importance to call for international agreement. All 
the important raw materials exist somewhere in the world in 
sufficient abundance to enable each country to obtain all that 
it needs for the sustenance of its people and the operation of 
its industries. What is needed is a fair distribution of access 
to these materials through international agreement. 

The moral obligation of international cooperation is acutely 
illustrated by the Japanese aggression in Manchuria. If Japan 
could export all the products of which its highly developed 
industries are capable, all its people might obtain a satisfactory 
livelihood. It is unable to do this because the countries that 
could take these products have set up tariff barriers. To the 
Japanese government there appeared no other way of economic 
salvation than the forcible domination of Manchuria. That 
country could afford not only markets for Japanese goods but 
an outlet for the surplus Japanese population. And it is so 
near at hand that the general right of the Japanese people to 
live from the bounty of the earth might plausibly be converted 
into the specific right to occupy this territory. While these 
facts do nbt justify occupation by force, they do suggest that 
the interested nations were and are morally obliged to consider 
the conditions and claims of the Japanese people in this situ
ation. Their failure to do so, together with their exclusion of 
Japanese goods, makes them sharers with Japan in the moral 
responsibility for the conquest of Manchuria. 

The immense hardships caused by present economic com
petition and strife among the nations and the immense benefits 
to be derived from effective international cooperation indicate 
that the moral obligation to bring about such cooperation is 
positive, definite and grave. In this matter, as in all the others 
considered the obligation resting upon the United States is 
greater than that which falls upon any other State. ~Ioral re
sponsibility is always in proportion to capacity and the United 
States has far greater international power and influence than 
any of the other countries. 
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Small comfort, but perhaps some wisdom, can be derived 
from the reflection that prompt and generous international co
operation could have prevented the business depression of 1929 
from becoming so vast a calamity. International cooperation 
is, surely, urgently needed in this emergency; and it will con
tinue to be needed as an integral part of any adequate long
range program of world economic reconstruction. 

If in their present straits the nations of the world attempt 
to save themselves by higher tariffs, more severe trade restric
tions, and financial warfare, there is little hope of hastening 
recovery, but every risk of making matters worse. Neverthe
less an extreme nationalistic attitude is very popular in many 
countries, and is being stimulated by active propaganda, by 
cartoons, by magazine articles, by political speeches. It ap
peals directly to such powerful sentiments as self-interest and 
the impulse to self-preservation. But it is a false doctrine : 
false in morals because il is based on materialism and self-in
terest, without regard for justice or for charity. It is false in 
economics, too. T he weight of expert economic opinion is 
against it. A large share of our present economic ills must be 
attributed to the blind selfishness with which each nation 
strives to promote its own economic interests at the expense 
of others. 

Any sound program of economic recovery and of lasting 
economic reconstruction must meet certain tests. It must be in 
harmony with justice and with charity. It must be in accord 
with economic realities. In particular it must begin with un
grudging recognition of the fact that economic life is now in
ternational as well as national. Agriculture, industry, labor 
and finance are all vitally affected by foreign trade, world 
prices, international gold movements, foreign credits and loans, 
and world peace. Once this fact is clearly recognized, inter
national economic cooperation must follow. 

(b) MIGRATION 

International cooperation will. particularly, have to follow 
as regards areas of settlement now restricted. Sparsely settled 
areas which could well support more people are also restricted 
as to settlement, for example by the immigration laws of the 
United States; and in turn crowded areas which find it hard to 
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support their present population, for example, Italy, sometimes 
restrict emigration. 

The hardships undergone by dense populations that do not 
possess rich natural resources raise the question whether these 
nations can set up an ethical claim of migration to the richer 
and more sparsely populated countries. The general princi
ple applicable to this situation is that God did not assign any 
particular portion of the earth to any particular race, nation
ality or group. The earth belongs in general to all the chil
dren of men. Nevertheless, they cannot occupy it practically 
or profitably without some definite and stable distribution of 
themselves and allotment of territory. In general, those who 
have been for a long time in possession of a given region have 
a superior right to remain there. This is an obvious ethical 
conclusion from the principle of order and the facts of the 
situation. 

Has the government of one country the right to exclude the 
inhabitants of other countries? For many years the policy of 
complete exclusion has been enforced by the United States as 
well as by a few other countries against Orientals. For the 
past few years, a partial exclusion policy, the so-called quota 
arrangement, has reduced to a relatively insignificant volume 
the total number of foreigners that may enter the United 
States from European and South American countries. Are 
these policies morally justifiable? 

The primary precept of charity is to love one's neighbor 
as oneself. However, this does not mean that we are obliged 
to love the neighbor as much as ourselves. The meaning of the 
precept is that we are under obligation to recognize and treat 
the neighbor as the same kind of being that we are ourselves, 
namely, as a human person, possessing an immortal soul for 
which Christ died, endowed with intrinsic worth and sacred
ness from which flow certain inviolable rights, and bound to us 
by the tie of brotherhood. The precept does not mean that 
we are obliged to do as much for our neighbor as we would do 
for ourselves, for this would be impracticable. It would not be 
well-ordered charity. Much less are we obliged to prefer our 
neighbor's welfare to our own. When we have to choose be
tween giving a particular advantage to our neighbor and keep
ing it for ourselves, we are permitted to select the latter al
ternative. Applying this principle to the question of Oriental 
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immigration, we see plausible reasons for thinking that the in
convenience involved in the presence of large numbers of that 
race in the United States could be sufficiently grave to justify 
a policy of complete exclusion. On the other hand, the incon
venience arising from the admission of the very small number 
of Orientals who would be eligible under the quota law if ap
plied to them would not give that policy ethical justification. 
The discriminatory treatment under which they now suffer is 
neither economically necessary nor .conducive to good mutual 
relations, nor in harmony with international charity. 

The policy of partial but pretty comprehensive exclusion 
carried out against other peoples is neither charitable nor neces
sary nor wise. The alarming decline in our rate of population 
increase which has taken place in the last decade demands the 
cessation of this policy of rigid restriction. To be sure, the 
decline in our rate of population growth is due mainly to a 
falling off in the birth rate, but this could be considerably off
set by a restoration of the liberal immigration policy which 
prevailed before the Great War. The most competent stu
dents of the subject have arrived at the conclusion that our 
diminishing rate of increase indicating as it does a stationary 
population within fifteen or twenty years, will be bad for busi
ness and bad for public and national welfare. In these con
ditions, a return to our earlier immigration policy with regard 
to Occidentals would be beneficial to ourselves as well as to the 
needy of other lands that might come to make theii: home in 
America. In other words, we are not called upon to choose 
between our own advantage and that of other peoples. The 
conclusion seems inevitable that the present restriction of im
migration is definitely unjustified and immoral. 

Yet this problem cannot be settled on a world basis without 
joint world action. Utterly free migration from one country 
to another and equal rights thereafter were quite generally the 
rules of international practice a few years ago. Migration has 
been drastically restricted and the rights of immigrants have 
often been limited in the country of their new residence, e.g., 
in rights of land-ownership, rights of employment, etc. The 
chief economic reasons of the restrictions indicate the methods 
of attack. 

The causes seem to fall into two general classes. One is the 
fear that immigrants of low living standards will reduce the 
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general living standards of the people of the country. And the 
other is the fear that immigrants of special ability or strength 
in business practices will reduce the home people to subjec
tion. 

Yet the people of low living standards are such because 
their home countries are poor in resources, equipment, tech
nique or communicability and if they lower the material living 
standards of the country they go to, it is, unless they enter in 
virtually overwheming numbers, because the governmental and 
economic rules permit it and then the governmental and eco
nomic rules are wrong also for the natives. And if a people 
forbids immigrants or restricts the freedom of immigrants from 
countries of higher business ability, it is because these same 
countries are trying to vie with the rest of the world in business 
development according to the present rules of the game, which 
are themselves wrong but which these governments wish their 
own people to imitate and excel in. 

The United States is an example of the former type. 
:\lexico is an example of the latter. In both cases the determin
ing reason is the human rules of handl ing economic life-ambi
tion toward business individualism in the case of l\lexico and 
the triumph of business individualism in the United States. 
The limitations on migration and upon action thereafter are 
due to something which itself should be changed. 

Opening the floodgates of rights of entrance and of rights 
thereafter would not be a solution; it would not result in the 
good of all and each. Yet the densities of population in pro
portion to developed and used resources vary so widely that 
some sort of intergovernmental agreements on migration is 
needed. Equally needed is a change in the underlying rules 
of economic life. 

IX 

LABOR 

Under a system of concentrated ownership and imperial ism 
and under the unity of world production, credit and trading 
the prevailing status of labor in industry and industrialized 
farming is everywhere either wage labor or some form of 
peonage, and the interests of labor the world over tend to be 
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identical. Economic nationalism and imperialism divide labor 
somewhat by seeking to give a special premium to the labor 
of the dominant countries at the expense of the labor of other 
countries, e. g., the tariff and immigration policies of the 
United States or the imperialistic policy of Britain or France. 
But the necessity of mass consumption to meet mass produc
tion and the other bases of international economic unity tend 
to break through economic nationalism and imperialism and 
equalize labor everywhere. It is not only that labor confronts 
an identical plutocracy. It is that wages and hours and de
pression-unemployment within the identical wage status 
tend, with some lag, to make labor conditions quite similar 
by the competition of their products in the one world market. 

A first right and, under wage labor, a moral duty of labor 
is to unite in unions to obtain living wages, wages that will, 
as far as wages alone can do so, permit maximum employment, 
and wages or direct sharing in profits that will let all live on a 
high standard of living. Such organization should exist in 
every country. Close relations should prevail between the sev
eral national bodies and particularly in the various regions so 
that their joint counsel and mutual assistance and even joint 
action will help all of them to rise out of oppress'.on. 

The differences from· one region to another, both in the 
wealth of the region and the living standards of labor and in 
the new tremendous productivity and gross overproduction in 
certain lines in relation to present demands, divide labor's in
terests from country to country, as indeed they do within cer
tain countries, e.g., textiles, north and south, in the 'Cnited 
States. It is hard for them to work together. Some are more 
oppressed than others. Some live within tariff and immigration 
walls in the immense domestic market of a single country of 
extraordinary wealth, e.g., the United States, and they want 
to hold aloof. 

The division among the workers about the position they 
should occupy in economic society makes it still harder for 
them to work together. Some want complete common owner
ship. Some want a degree of common ownership. Some want 
partnership in control under concentrated private ownership. 
Some want partnership in ownership as well. These views di
vide them. The first two groups think that the third group's 
aims-partnership in control-would prevent their communism 
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or their measure of common ownership and the third group re
jects the other two. The fourth group is willing to work with 
the third group, but the third holds back from ownership be
cause it confuses, they think, the important issue. National 
and racial pride, the religious issue and countless other mat
ters stand in the way as well. And yet labor has to work more 
closely in the international field to go very far. The interde
pendence of the world calls for interdependence of the labor 
organizations. 

A close degree of unity in views upon the type of society 
labor wants will have to develop or else labor will not be able 
to work together. Final aims largely determine the present 
tactics. The real division is between whether labor wants to 
collaborate with others in control or wants to dominate. In the 
latter case it wants revolution and communism. In the former 
case it wants a large degree of public ownership, or it wants a 
small degree of public ownership coupled with distributed own
ership in the rest of economic society, or it has not thought be
yond the matter of sharing in an organized way in control in 
some fashion . If all those who believe in class collaboration, at 
the same time that they believe in the necessity of a degree of 
class conflict, could work together on a program of immediate 
participation in control, they would then have a unity in im
mediate aims that would permit them to work out later a joint 
program as to ownership. 

As to ownership the program developed later would logi
cally become one of a highly socialized form of individual 
ownership of industries held by practically all of the persons 
who work in them, except where the test of experience would 
indicate that particular industries have to be owned publicly for 
the good of the whole communi ty. Such a program would fol
low the lines of individual needs and the needs of the commu
nity. The individual would have strength against community 
tyranny and the community through distributed ownership, so
cially regulated, and through public ownership could protect it
self against individual and group tyranny. 

All along the line individual governments and international 
governmental action should help this program both as to or
ganization of labor and as to legislation di rectly advancing the 
aims of organization. 

It is a duty of governments both to provide such protec-
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tion and to promote the program. Because of the unity of the 
world market, the legislation should in each country approach 
the same standard. To attain this international parity of labor 
legislation and to encourage labor organization, international 
government action is necessary. The International Labor 
Office and Organization have been set up in connection with 
the League of Nations for this purpose. Codes are agreed on 
internationally by representatives of governments, employers 
and labor unions and governments are urged to write the stand
ards into their legislation. 

x 
AGRICULTURE 

Part of agriculture is large-scale industrialized farming and 
is clearly a part of the system of concentrated ownership and 
wage labor. What applies to the world labor problem in in
dustry applies equally to the agricultural phase. Another part 
of agriculture is small farming, done predominantly by owners 
or tenants. Both groups meet, however, the identical problem 
of obtaining fair prices in a market when there is, at present 
standards of living, a greater development of resources and 
equipment to produce staple crops than can be used and yet 
give a fair return. The market price is a world price; and 
with variations, property values and returns and labor returns 
follow world levels. Rewards increase among those who had 
been lower in the scale of living standards; they decrease 
among those higher. 

Small farmers meet still another problem. Because of the 
plutocratic domination of the banking and trading functions 
of their economic life, they receive an even lower price for their 
goods than the low world-price. The lion's share goes in
variably to those in control of banking and trade. 

The problem is a treble one: Increasing prices in relation 
to other prices; increasing the price farmers themselves receive 
in relation to the price the consumer pays; and decreasing 
tenantry. All three reach back to the purpose of economic 
life-the furnishing of goods enough for a good life for all. 
The good of all requires a parity in all prices. It requires that 
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farmers get enough to have a good physical and mental life 
and, therefore, the means of a good moral and spiritual life. 
It requires widespread ownership. 

The methods of attaining these three are, again, organiza
tion in the first line of activity and in the second line govern
ment action. The first requirement is crop cooperatives and 
credit cooperatives and the international federation of such 
organizations so that they will secure fair prices and be able to 
care for their own trading and banking interests and thus es
cape business and bankers' domination. And similarly, govern
ments should encourage such organizations and, consistent with 
the common good, aid their effective operation as to produc
tion, prices and credit. Through organization the farmers can 
compel such action from governments which, because of the 
past and present power of industrialists, commercialists and 
bankers, have been throwing their strength either against the 
farmers or only partially in their favor and dominantly in 
favor of the plutocracies. Farmers the world over will then 
approach the standard of living to which they are in justice 
entitled; and the common good will be benefited by their pro
portionate prosperity and by the effect this will have upon the 
general welfare. They can overcome also the problem of ten
antry and the growth of industrialized farming. 

XI 

CONSUMERS 

In one form or another international economic problems re
volve in part around a single set of problems-how to estab
lish a parity in prices between one commodity and another, 
how to establish a parity in incomes between one income
receiving class and another and how to establish these parities 
of prices and incomes on the world level. And yet the inter
relationships are so delicate that when the measures taken are 
taken separately by particular industries or by classes within 
particular industries, present injustices are succeeded by still 
others. The industries, the classes and the nations are now so 
unequal and the remedies are applied usually only to single 
commodities or allied groups of commodities, to single classes 
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or to single nations, with the result that the present unparity is 
succeeded by another unparity. 

For example, international cartels at present furnish one 
of the means of regulation of overproduction and of access to 
raw materials. Effective government regulation of such inter
national cartels seems essential for the protection of the con
sumer who possesses the right to a fai r price. But under the 
present business rule and in the light of the tremendous power 
of plutocracies and international banker groups such interna
tional governmental action does not protect the consumers suffi
ciently. Instead the cartel tends to lessen production and de
velopment to that point that pays the owners and creditors as 
large a permanent return as possible. But this aim conflicts 
with the consumers' rights by giving them less goods at a 
higher price. The cartel system is probably also unworkable 
since it runs afoul of the ambitions of the separate national or 
other elements in the international cartels. Consumers' co
operative organizations and buyers' pools would provide more 
security than simple governmental regulation. But such are an 
inadequate solution of the whole problem of price parities. 

Granting all the variations for commodities, classes and na
tions, the unity has to be met by unified action to obtain the 
good of all universally in their producing groups and in their 
capacity of consumers of the goods the producing groups 
should present them. The gross evils can be reduced to an 
approximately general level of evil by piecemeal attacks on par
ticular problems. But the <?bjective fact of interdependence 
demands interdependence in dealing with it . If international 
organization by a few separate commodities, or even by all of 
them acting independently of one another, succeeds the present 
combination of economic individual ism, nationalism and im
perialism, and a powerful bankers' imperialism, then even if all 
the evils were overcome that arise from a bad distribution of 
income, still the system would not run right. It would not pro
vide the even flow of goods at properly interrelated prices 
which is demanded for the good of all universally. This is 
over and above that other glaring evil of the present concentra
tion of income, wealth and power which halts every attempt at 
an organized interrelationship of the production and prices of 
all commodities for human needs. 
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XII 

IMPERIALISM AND WAR 

Under the present scheme of things, imperialism in its vari
ous forms is a normal consequence. There is political im
perialism, which in the twentieth century has as its chief pur
pose the interests of the home traders and investors. Ex
amples are common. There is economic imperialism through 
which a government stops short of outright political seizure 
but goes far enough to exercise control or influence in another 
country for the advantage of the home merchants and in
vestors. Examples are common but less clear, e.g., the United 
States in relation to Cuba; or, to a degree, France in relation 
to the Little Entente; or, England, France and Japan in rela
tion to large areas of China. There is also the imperialism of 
the international bankers who combine and use the power of 
several governments to help their interests anywhere and every
where, both among the peoples of the home governments and 
among others. In every form of imperialism, the primary aim 
is not the good of the governed but the good of the plutocratic 
few in the home country. Each form of imperialism is a blend 
of economic power and political power; and in each form the 
final weapons of political power, which are guns, gas, ships and 
war, are used or are held in threat. 

Because of this regime the danger of another world war 
always threatens. And as a fuller world economic interde
pendence is attained, made up as it always will be of infinite 
diversities, the conflict between the interdependence and abso
lutistic ownership, nationalism and imperialism will periodically 
result in explosions. Means of keeping the powder damp can 
delay wars; peaceful means of preventing nations from going 
to war may be used with effect over and over again. But the 
aggression of plutocracy, economic nationalism and imperial
ism, the rival aggressions, and the defense against the aggres
sion finally break through the means of keeping the peace un
less plutocracy, economic nationalism and imperialism are 
themselves removed . The chaos of an interdependent world 
that is not organized to make the interdependence effective be
comes sooner or later the chaos of war. The war may arise 
from the determination of subject peoples to live decently. It 
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may arise from the conflict of rival economic nationalisms and 
imperialisms and rival plutocracies. It may arise from the 
desperation of the middle classes or the poor and their recourse 
to a nationalism in their own special interest or in cooperation 
with plutocracies: It may arise from all these causes. Indeed, 
the fuller the power of the international imperialists of finance, 
the fuller the certainty of international revolution to throw off 
a single set of international task-masters. 

The world will have to move far from individualism and 
plutocracy, from economic nationalism and imperialism, from 
bankers' imperialism and the new international cartels before 
it can feel relatively secure from war. It will have to set up a 
new economic organization and system and make corresponding 
governmental changes, before the world unity, variety and 
change will suit human needs everywhere and before the world 
can feel itself relatively secure against war. New economic and 
governmental rules, a new organization of world economic life 
and a new spirit are necessary. 

XIII 

A NEW WORLD ORDER 

Several times in the preceding pages, the conditions of a 
formal and consciously and purposefully human existence for 
the objective and underlying world economic unity were dis
cussed. Several times also the conditions were discussed of how 
to use that world economic interdependence for its full pur
pose, the good of all universally. · At each point it was possi
ble to formulate only a partially satisfying conclusion. The 
present organization, rather the disorganization and chaos, and 
the present rules of economic and governmental absolutism 
were found wanting at every point. At every point they re
vealed their internal contradiction with the unity and with the 
purpose of world economic life. None of the proposals regard
ing organization or changing the economic and nationalistic 
absolutism met the whole of any phase of the one central 
problem. 

This economic world unity in all its variety and change 
must somehow be boldly and thoroughly organized so that 
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every human element in it will be represented and then in a 
world social-economic order, supplemented by a world govern
mental order, work out an economic life that will destroy the 
consequences of the present regime, set up new rules of action 
and accomplish the economic good of all universally. 

Again let us quote from Pius Xi's great Encyclical " Recon
structing the Social Order." " The public institutions of the 
nations must be such as to make the whole of human society 
conform to the common good, i.e., to the standard of social 
justice." " It (Social Justice) must build up a juridical and 
social order able to pervade all economic activity." "Then 
only will the economic and social organism be soundly estab
lished and attain its end, when it secures for all and each those 
goods which the· wealth and resources of nature, technical 
achievement, and the social organization of economic affairs 
can give." 

A full "social organization" of " the economic and social 
organism,'' which is a world organism, and a supplementary 
and supervisory international governmental order must some
how come into existence if two things are to be done: Make 
the international interdependence itself efficient in producing 
all the goods that the changing variety of the world 's resources, 
equipment and technique can give; distribute these goods so 
that the good of all universally will be obtained. Social justice 
demands both. And the emphasis lies upon a social organiza
tion that will include every human element within the thing 
organized so that all will share in determining production, 
prices and distribution of the income. 

Now one element almost everywhere is in control. It is 
the owners and, increasingly, those who control credit; they are 
dominantly from a few countries. A social organization of 
the world organism will bring in the now subject peoples and 
classes. 

It will bring them in because they are a part of the organ
ism of econo·mic life which would not be socially organized 
without them. Without them there would be permanent sub
jection of the unpropertied and the colonials. Without them 
there would be a distribution of income that would block, 
through underconsumption and therefore through underdevel
opment, the full functioning of the material and technical part 
of the system and, at the same time, veto the purpose of eco-
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nomic life. Without them there would be failure to lift the 
inferior areas and to complete the world economic unity; fail
ure to attain the needed mass consumption which would bal
ance mass production; failure to settle the debt problem; fail
ure to guide world production so as to prevent overproduction 
of certain products; failure to settle the problem of the access 
of peoples to new areas of settlement; failure to solve the whole 
problem of national and bankers' imperialism; failure to solve 
the wage-labor and peonage problem; failure to settle the farm 
problem; and failure to meet the needs of people as consumers. 
Without them the economic groundwork of world peace would 
not be laid. 

The nature of this social organization of economic life is 
described in general terms in the Encyclical. It is a joint 
council of all its class organizations in each occupation that is 
divided by classes and a council in each non-class occupation 
of whatever group organizations may be necessary within it. 
It is also a joint council of these separate Organized Occupa
tions. The function of this organized economic order is a 
double one: To direct production and its conditions and to 
direct distribution and its conditions. It is brought into exist
ence by government on the basis of the free right of organiza
tion and representation within it and operates under the su
preme directing hand of government. But, without being in
dependent of government, it is autonomous. 

The implication of the Encyclical is that the organized eco
nomic order is to fit the underlying economic facts of the mar
ket and the governmental order. The economic organization 
would therefore exist on the regional level within some coun
tries and on the national level in all. It would have a regional 
international organization in some parts of the world to fit 
regional international economic subdivisions. It would have 
a world existence to fit the world economic life and the world 
society which is struggling to find for itself governmental 
organization. · 

Here is opened up a whole new vista of possibilities and 
obligations, of economic organization and government action to 
make the new world economic life fit the needs of all peoples. 
New light is thrown on the quotation already referred to re
garding the promotion of international cooperation through 
treaties and " institutions" to suit the world economic interde-
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pendence. For one "institution" is precisely the extension of 
separate national economic orders to the world scale and the 
creation of a world economic order so as to serve the common 
good of all the world, all its peoples and all its individuals. 

These under the principle are to be applied on the world 
level. The proposal is this: 

T o have governments set up in each country autonomous 
councils of the existing employers' associations and labor unions 
of each capitalistic industry and autonomous councils of com
parable organizations in non-capitalistic lines of production and 
service, such as, in the United States, the farm cooperatives. 

To have them serve as administrators both of their single 
industries and services and, through federations, of all indus
tries and services together. 

To have them so serve as autonomous but not independent 
arms of government and under its supervision. 

To have these national economic councils cooperate closely 
on the international field and grow into international economic 
councils of separate products and services and a joint economic 
council of all to administer autonomously international eco
nomic life under the close cooperation and supervision of in
ternational governmental conferences and international perma
nent governmental organization. 

Such a form of organization permits the progressive 
whittling away of the two root world economic evils: Abso
lutistic economic rights of individuals and absolutistic rights 
of governments, without rushing to the other extreme,--denial 
of economic rights of individuals and denial of rights of sepa
rate governments. It does so by bringing the organized un
propertied, within separate nations and on the world level, in
side the frame of economic control and by bringing govern
mental power out into the open and putting strength behind 
it to make it represent the common good of the consumers and 
the unpropertied and of all society both on the national level 
and the world level. The aim would be a new distribution of 
national and world income and wealth so as to meet the com
mon good of the world. Such organization should be provided 
for in its initial stages by a world monetary and economic 
conference. 

Such organization is not automatic; by its very nature it 
is growth. But by the very nature of the conflict that has been 
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erected in private and governmental economic relations between 
the facts and purposes of economic life and its business and 
governmental rules, the growth has to be swift. 

Tariffs, monetary policies, access to raw materials and areas 
of settlement, development of underdeveloped areas, quantity 
of production, labor standards, price parities and justice, the 
destruction of imperialism in both of its major phases, the dis
tribution of wealth and income, etc., etc., make up, indeed, the 
agenda of its work but under a new aspect, the aspect of 
world common good. 

In the initial stages the work will be despairingly spotty. 
Imperial representations will tend to dominate colonial groups. 
Underdeveloped though theoretically sovereign peoples will 
with difficulty stand alone. Farmers will find it hard to estab
lish themselves. The unpropertied in their unions will tend to 
oscillate between, on the one band, smashing the whole scheme 
of personal ownership and, on the other, succumbing almost 
completely to the owning and creditor class; only farsighted
ness, courage and patience will keep them in the main line of 
action. 

The danger is precisely that of mistaking the organization 
for the purpose of the organization, of creating a body that has 
no soul. Essential to its success is a new spirit. For the root 
of the present world economic regime is immorality. It is the 
two old vices, greed and pride. Organized economic and gov
ernmental action is necessary to fight them inasmuch as dis
organization and government inaction or government subjection 
are tools of immorality. But at least a battling minority must 
exist in the economic and governmental orders to lead the fight. 

The human rules of absolutistic economic and nationalistic 
rights have been operating freely, fully, and as a settled con
viction almost everywhere, ever since the Era of Discoveries 
ushered in the modern world, ended the Middle Ages and be
gan the growth toward the new economic world unity. Another 
system of business and governmental rules preceded the pres
ent ones and to a degree prevailed. These rules did not pre
vail fully; particularly were they incomplete in the relations 
between the separate market and production subdivisions of 
Europe, i.e., precisely in " international" economic relations. 
Indeed they were more honored in aspiration than in observ
ance. But the people then believed in an application of the 
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principle that economic life should be organized economically 
under government supervision for the good of all and each. 
Since then people have, until quite- recently and even now, pre
vailingly believed in absolutism both of property and national 
rights. 

The old principle and spirit have to be recaptured. And 
just as those of the Middle Ages, who part way succeeded 
and then failed through their loss of the spirit, were of the 
Catholic Faith, so, too, the battling minority of modern t imes 
to make world life serve the common good have likewise to be 
of the Faith corporally and spiritually or spiritually only. The 
social teaching and spirit of Christ can alone remake the mod
ern economic world. 

Those teachings not only strengthen the conviction that by 
nature, origin, descent, blood and soul the human race is one. 
They also bring in the new concept, the new gospel, that all 
are solidarically one in their common redemption by a Person 
of their own nature. 
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STUDY CLUB OUTLINE 
on 

INTERNATIONAL ECONOMIC LIFE 

(Printed by Permission of the N. C. W. C. Study Cltlb Committee) 

Lesson /-(Sections I-III) 

1. Material basis of world economic life. (a) Interdependence. 
(b) Variety. (c) Change. (d) Great wealth. (e) Stages of 

arrival of world economic life. 
2. Human rules of handling above. (a) Economic rule. (b) Gov

ernmental rule. (c) Adoption of these rules. (d) Physical and 
psychological barriers to success of some. (e) Difference be
tween economic nationalism, national imperialism and the im
perialism of international bankers. 

3. Purpose of economic life. (a) Great production. (b) Distribution 
so all can live good life. (c) Detailed rules. (d) Applicability 
of these principles to world life. (e) Variation for regional dif
ferences. ( f) Opposition of these principles to 2 above. 

PAPERS 

1. Review of Delaisi's Political Mytlis and Economic R ealities (Vik
ing Press, New York) . 2. Review of McGowan's Toward So
cial Justice, Chs. I-VI (!\'ational Catholic Welfare Conference, 
Washington, D. C.). 

Lesson /l-(Sections IV-VI) 

1. Strugg~e and concentration. (a) Struggle for international eco
nomic power. (b) Governmental assistance to this. (c) The 
resulting World War. 

2. The effect of the War upon: (a) The material elements in world 
economic life; (b) Concentration and struggle. 

3. International contradiction in world economic relations today . 
(a) Mass production versus narrow distribution. (b) World 
economic development versus maximum profit motive and im
perialism. (c) True purpose of economic life versus the existing 
human rules. (d) Consequent breakdown of regime. 

PAPERS 

1. Review of Moon's Causes of War (Catholic Association for Inter
national Peace) . 

Lesson /ll-(Section VII-a) 

1. Background. (a) Material and human background of particular 
problems. (b) War element. 

2. Debts. (a) Vast volume. (b) Conflict over payment. (c) Dif
ficulty of payment. 



THE Catholic Association for International Peace has grown 
l out of a series of meetings during 19 2 6-19 2 7. Following 

the Eucharistic Congress in Chicago in 1926, representatives of 
a dozen nations met with Americans for discussion. In October 
of the same year a meeting was held in Cleveland where a 
temporary organization called The Catholic Committee on In
ternational Relations was formed. The permanent name, The 
Catholic Association for International Peace, was adopted at a 
two-day Conference in Washington in 1927. Annual Con
ferences were held in the same city in 1928, 1929, 1930 and 
1933; in New York City, 1931; and in Cleveland, 1932. All
day regional Conferences took place in Chicago on Armistice 
Day, 1930, in St. Louis on Washington's Birthday, 1932, and 
at the University of Notre Dame, Notre Dame, Indiana, on 
November 19, 1933. It is a membership organization. Its 
objects and purposes are: 

To study, disseminate and apply the principles of natural law and 
Christian charity to international problems of the day; 

To consider the moral and legal aspects of any action which may 
be proposed or advocated in the international sphere; 

To examine and consider issues which bear upon international 
goodwill; 

To encourage the formation of conferences, lectures and study 
circles; 

To issue reports on questions of international importance; 
To further, in cooperation with similar Catholic organizations in 

other countries, in accord with the teachings of the Church, the 
object and purposes of world peace and happiness. 

The ultimate f>UrP<>se is to pr<>m1>te, in c<>nformity with the mind 
<>f the Church, "the Peace of Christ in the Kingdom <>f Christ!' 

The Association works through the preparation of com
mittee reports. Following careful preparation, these are dis
cussed both publicly and privately in order to secure able re
vision and they are then published by the organization. Ad
ditional committees will be created from time to time. The 
Association solicits the membership and cooperation of Cath
olics of like mind. It is seeking especially the membership and 
cooperation of those whose experience and studies are such that 
they can take part in the preparation of committee reports. 

The Committees on Ethics, Law and Organization, and 
Economic Relations serve as a guiding committee on the par
ticular questions for all other committees. Questions involving 
moral judgments must be submitted to the Committee on 
Ethics. 



Publications of the Catholic Associa
tion for International Peace 

Pamphlet Series-
No. I-International Ethics. 
No. 2-Latin America and the United States. 
No. 3-Causes of War, and Se<:urity, Old and New. 
No. 4--Haiti, Past and Present [out of print]. 
No. 5-Francis de Vitoria. 
No. &-American Agriculture and International Affairs. 
No. 7-Porto Rico and the United States. 
No. 8-Europe and the United States-Elements in Their 

Relationship. 
No. 9-The Ethics of War. 
No. 10-National Attitudes in Children. 
No. 11-Tariffs and World Peace. 
No. 12-Manchuria-The Problem in the Far East. 
No. 13-International Economic Life. 
No. 14--The Church and Peace Efforts. 

Miscellaneous Series
The World State. 
Permanent Peace Program of Pope Benedict XV. 
Appeals for Peace of Pope Benedict XV and Pope Pius XL 
Peace Trends. 

Reports in Preparation-
American Intervention in Santo Domingo. 
Nationalism. 
Is War Justifiable Today? 
Disarmament and Catholic Doctrine. 
The World Court. 
The League of Nations. 
International Cultural Relations. 
Peace Education. 
So-called "Over-Population." 
Catholicism-the Keynote of Pan-Americanism. 
French-Italian Relations. 
World Cooperation-Symposium. 

N. C. W. C. Joint Committee on Peace-
Peace Statements of Recent Popes. 

11~ 


	CAIP_13_0001
	CAIP_13_0002
	CAIP_13_0003
	CAIP_13_0004
	CAIP_13_0005
	CAIP_13_0006
	CAIP_13_0007
	CAIP_13_0008
	CAIP_13_0009
	CAIP_13_0010
	CAIP_13_0011
	CAIP_13_0012
	CAIP_13_0013
	CAIP_13_0014
	CAIP_13_0015
	CAIP_13_0016
	CAIP_13_0017
	CAIP_13_0018
	CAIP_13_0019
	CAIP_13_0020
	CAIP_13_0021
	CAIP_13_0022
	CAIP_13_0023
	CAIP_13_0024
	CAIP_13_0025
	CAIP_13_0026
	CAIP_13_0027
	CAIP_13_0028
	CAIP_13_0029
	CAIP_13_0030
	CAIP_13_0031
	CAIP_13_0032
	CAIP_13_0033
	CAIP_13_0034
	CAIP_13_0035
	CAIP_13_0036
	CAIP_13_0037
	CAIP_13_0038
	CAIP_13_0039
	CAIP_13_0040
	CAIP_13_0041
	CAIP_13_0042
	CAIP_13_0043
	CAIP_13_0044
	CAIP_13_0045
	CAIP_13_0046
	CAIP_13_0047
	CAIP_13_0048
	CAIP_13_0049
	CAIP_13_0050
	CAIP_13_0051
	CAIP_13_0052
	CAIP_13_0053

