
QUADRAGESIMO ANNO IN THE BUSINESS
WORLD

By BERNARD W. DEMPSEY

THE annual review of the Inter-
national Labour Office at Geneva,
in its survey of the labor world

for 1930, devotes more than six pages
to laudatory comment on the social
and economic program of the Catholic
Church. The attitude of the Church,
it says, is "inspired by principles of
justice, dignity and solidarity, which
thus link it up with the outlook and
action of the international labour or-
ganization." These remarks were
written before the publication of
the more recent pronouncement of the
Vatican on this subject, namely, the
encyclical letter,' Quadragesimo Anno,
"After Forty Years." This letter was
released from Rome on May 15,
1931, the fortieth anniversary of a
similar letter by Leo XIII, and is
popularly referred to as the encyclical
on capital and labor. During the
summer conventions held at Geneva
in 1931, the new encyclical was en-
thusiastically acclaimed by labor men
from all over the world, so enthusiasti-
cally, in fact, that the Italian delegates,
mindful of the criticism of Italian
state syndicalism which the letter con-
tains, were moved to protest.

This encyclical was addressed to
the bishops of the world and will have
been referred by them to their pastors

' An encyclical letter in itself is a mere practical
commentary on some current matter addressed by
the Pope to the bishops for their direction. It ordi-
narily involves no question of infallible interpretation.
Though issued by the Pope, in his name and at his
wish, an encyclical usually embodies the cooperation
of the most authoritative Catholic scholars in the
field concerned; in this case, according to common
report, of certain Belgian and German economists.
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and by these in turn explained to their
respective parishes. This involves di-
rectly in excess of three hundred mil-
lion people. The encyclical will receive
earnest and respectful study not only
at Rome or Dublin, but at Georgetown,
Notre Dame and Marquette, here at
home, at Buenos Aires,, at Jochi m
Tokio, at Beaumont and the Oxford
Workingmen's College in England, at
Cracow, and at Prague—and this
not only in the classroom and from the
pulpit, but in the lecture hall and study
club as well. When all this is borne
in mind, together with the exceptional
advantages of the clear international
outlook possessed by the one issuing
the document, such ;an encyclical may
readily be seen to be a matter of import,
meriting one's attention regardless of
one's doctrinal beliefs or lack of them.

The encyclical letter itself rightly
places great emphasis on personal moral
and religious values in the work of read-
justing the present industrial chaos. It
will be the purpose of this paper, after
outlining the letter in general terms,
to develop certain practical suggestions
applicable in the workaday business
world.

Major Considerations: Capital^ Labor
and the State

Broadly speaking, the encyclical
steers a middle course between the
extremes of social doctrine now present
among us; it several times quotes Leo
XIII's dictum, "Capital cannot do
without labor, nor labor without capi-
tal." Private property receives first
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consideration, and the tenet of Christian
thinkers that private property is an
inalienable right is reiterated. But
it is not regarded as an unlimited right.
The face of the earth was designed to
furnish sustenance to all men, and the
most effective means of attaining that
end is exploitation by private owner-
ship. Yet the primary end and the in-
strumental functions of property must
never be lost sight of; the right of
ownership of property does not carry
with it unlimited right in the use of
property. Such unlimited rights in
the administration of property may
deprive willing workers of the oppor-
tunity of securing means of sustenance
from the earth, thereby defeating the
primary purpose of the institution.
This social aspect of private property
must be safeguarded by the State, not
by the abolition of private property,
but by the control of it, lest it defeat
its own purpose. If the social char-
acter of private property be lost sight
of, we have an exaggerated individ-
ualism which by depriving the many
of property may prepare the way for
the destruction of both individualism
and private property; if the individual
aspect of ownership be submerged,
we have socialism or communism—two
conditions equally undesirable. In a
special section, notice is taken of the
change which has come to pass in the
doctrines of socialism in the forty years
since Leo XIII's letter, Rerum Novarum.
The left wing has branched off into
bolshevism; the right wing has so
modified its position that there may be
a question as to whether this be
"socialism" at all.

With regard to wages, the more
recent encyclical rejects two extreme
doctrines; the right of capital to all
profit, leaving to the workers but a
minimum of subsistence, and the doc-

trine of the right of the laborer to
the whole product and profit. Labor
like private property has a social as
well as an individual aspect. It is
by labor naainly that wealth is in-
creased, and labor is the only means
by which the average man can acquire
wealth to fulfill his obligations to
himself and his family. Employers,
therefore, it is held, have no right to
deprive the worker of a wage which
is necessary to provide him and his
family with a sum sufficient with
prudent management to furnish frugal
comfort, a modest fortune, and freedom
from insecurity. Extremes are to be
avoided, for both too low wages and
too high wages lead to dislocation of
industry. But at present, better wages
and a larger share in the profits of
industry are the simplest way to attain
a better distribution of wealth, which
will be a partial solvent of our social
ills. And these are practically the
only means of maintaining such a
distribution, once achieved.

Bad management, lack of enterprise,
or obsolete equipment or methods,
any one or all of which result in
decreased earning power, are not an
appropriate warrant for lowering the
wages of labor. However, if industry
be unprofitable due to the fault of
neither employers nor employees, but
to the pressure of external circum-
stances, as the encyclical points out,
the problem must be attacked jointly
by owners, workers and the qualified
representatives of the public. This
external pressure arising from cyclical
uncertainties, we should like to believe,
is the usual cause of wage cuts, and
this analysis seems to involve schedul-
ing on some sort of national plan.
The wage contract is not held to be
unjust in itself, as some would say,
but any means which can be devised
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to obtain for workers the status of
partnership by giving some part in
ownership, management or profits, is
useful and commendable. Workers are
encouraged to form associations for
the betterment of their own condition
and also for participation in func-
tional or vocational representative
government.

The proper place of the State in
economic affairs is likewise conceived
as a middle ground between radical
individualism, leading to consolidated
monstrosities, and socialism:

Just as it is wrong to withdraw from the
individual and commit to the community at
large what private industr)'' and enterprise
can accomplish, so, too, it is an injustice,
a grave evil and a disturbance of right order
for a larger and higher organization to arro-
gate to itself functions which can be per-
formed efficiently by smaller and lower
bodies. The State should leave to these
smaller groups the settlement of business
of minor importance. It will thus carry on
with greater freedom, power and success,
the tasks belonging to it, because it alone
can effectively accomplish these, directing,
watching, stimulating, restraining as cir-
cumstances suggest or necessity demands.
Let those in power, therefore, be convinced
that the more faithfully this principle be
followed, and a graded hierarchical order
exist between the various subsidiary or-
ganizations, the more excellent will be both
the authority and the efficiency of the social
organization as a whole and the happier
and more prosperous the State . . . The
aim of social legislation mast therefore be
the reestablishment of vocational groups
. . . But there cannot be any question of a
perfect cure (of class warfare) except this
opposition be done away with and well-
ordered members of the social body come
into being anew, vocational groups, namely,
binding men together not according to the
position they occupy in the labor market
but according to the diverse functions which
they exercise in society.

In such groups, with representative
assemblies, employers and employees
could cooperate in solving the problems

of the industry as a whole, with the
State acting merely as umpire and
arbiter where necessary. By these
means then, first, the establishment
of relatively higher wage levels as a
necessary condition both to social jus-
tice and to economic stability, through
the action of workers' associations,
and, second, the formation of vocational
or industrial groups to settle the policies
of the industry for the welfare of the
people, is the social order to be recon-
structed. "And unless these things
be done, let no one persuade himself
that the peace and tranquillity of
human society can be effectively de-
fended against the forces of revolution."

The Industrial Interest in the Product vs.
the Wage Incentive Based on Time

A personal friend of this writer,
apprentice supervisor in one of our
large and successful corporations and a
frequent contributor to the technical
journals and reviews on questions of
labor and management, has proposed
that if labor would contract with the
managers to maintain a full crew of
efficient help at all times, a long step
would be taken toward industrial peace.
This would be throwing one of the
burdens of management onto the labor
union; to that extent, labor would be
participating in management and would
have some incentive to maintain high-
class workmen among its members and,
moreover, have an eye to plant effi-
ciency for the purpose of maintaining
wages. This, however, would involve
formal recognition of the labor union,
a thing which has become a bugaboo
in the eyes of many American em-
ployers. The precise opposite indeed
has, with a keen appreciation of human
nature, been dubbed the "American"
plan.
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Yet, in the words of the encyclical,
unless the social nature of labor be
recognized, labor "can be neither
equitably appraised nor properly rec-
ompensed." Some complain that la-
bor itself does not appreciate its own
social importance and duties and is
irresponsible. May not the irresponsi-
bility of these unions be due to the
fact that, the cooperative nature of
production not being admitted by
many employers, the unions have been
given no responsibility commensurate
with their place in the industrial proc-
ess ? American industrialists refuse to
favor associational activities of labor,
although they admit their own inter-
dependence by forming trade associa-
tions. This anomaly seems to be due
to a failure on the part of managers to
grasp the nature and extent of the
change which division of labor has
wrought in our economic structure.
The wage contract, even when made
by and for a group, remains essentially
an individual contract, for the bargain
is made with each individual, pre-
sumably for what he does. The em-
ployer, though consulting with the
group as to the rate to be paid, still
makes an individual contract with the
worker. Not only is this a fact, but
it has also been insisted upon by em-
ployers as a matter of principle—the
right of industrial association and the
right of collective bargaining are de-
clared to have nothing to do with each
other or with the right of collective
contract.

Such an arrangement is unreal for
two reasons. First, the thing bought
and paid for is not the work of one
man; the thing in which the employer
is interested is not his workers' time,
but the thing produced. Under a
system of division of labor, especially
one as minute as modern mechanical

division of labor, the essential thing in
production is the cooperation of all on
the job. Now, any system of re-
muneration which clings to an outworn
" man-to-man " relationship is divorcing
itself more and more from the facts of
industrial life. Under division of labor,
the thing produced is a cooperative
effort; I can work only as rapidly as you
do, and as well as the material you send
me warrants. Our department can
work only as speedily or as efficiently
as the one next to us. This solidarity
of the productive process, an industrial
reality, should be accepted for the fact
that it is, and it should be accorded a
place in determining the scale of re-
muneration. In certain industries the
collective labor contract has been de-
vised for contracting with the group
for what is really a group effort, and in
others the group bonus is used; in both
cases the men are paid, not individually
for what they do individually, but
collectively for what they do collec-
tively. They are paid on the basis of
the job. This provides an incentive
for cooperative production.

In addition to the objection that the
laborer is paid individually for what is
essentially a group efFort, there is a
further consideration or perhaps a dif-
ferent facet of the same difficulty,
namely that the worker gets paid for
his time and his effort, when as a
matter of fact the employer has no real
concern with this whatever. The work-
er's task by the terms of his contract
is indeterminate in many respects. His
is the status of the servant, "Go, and
he goeth." Now this command over a
man's time and effort is an elusive
thing, controlled largely by the will of
the one who is working, as any plant
superintendent will testify. Time has
defied the philosophers for centuries;
will it yield to "time-study" men? It
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is not the time, as such, of the worker
that the management wants; it is the
thing produced. A contract for the
use of a man's time is in many practical
respects unenforcible, and the wage
contract will be unsatisfactory until it
reflects industrial reality and allows a
group to bargain for a wage to be paid
to a group for what they accomplish
as a group, and not for their time,
indeterminate and indeterminable.
Piecework may seem to be a solution
for this difficulty, but even pieceworkers
have sometimes been so impressed by
the cooperative nature of their work as
to request that they be paid on a group
basis.

Something along this line has been
accomplished among the stevedores
and longshoremen on the Great Lakes.
Italian, Belgian and French longshore-
men and other marine workers have
advanced much further, even to the
point of operating, collectively, govern-
ment-owned vessels. Italian, German
and Belgian building trades have made
remarkable strides, not to mention
good profits. Printers in France have
likewise operated successfully on a
group basis.

This method of determining wages
automatically eliminates many of the
costs of supervision, for the group
becomes its own taskmaster and the
work of the timekeeper becomes of
secondary importance. This certainly
gives the workers, especially the more
competent ones, a voice in management
and, combined with a reasonable profit-
sharing plan, furnishes a strong stimulus
to increased production. On any other
basis, industry is paying for something
that it can't measure and really doesn't
want—the worker's time. Industry is
getting something which is very neces-
sary, cooperation, but offers little incen-
tive for its increase; and industry is

ignoring the basic fact, the product
which is the result of group effort.
Thus workingmen's associations and
collective bargaining and remuneration
are not only useful weapons to labor
and aids to social justice, but they are
the only means by which the wage
system can be made to reflect the
actualities of the industrial process by
making a quantitative contract reflect
a quantitative bargain. For these addi-
tional reasons, not mentioned in the
encyclical, do vocational groups seem
to be a necessary step in our industrial
evolution.^

State Economic Councils
The evil of excessive political inter-

ference in industrial afFairs is, in the
ideas of the encyclical, to be overcome
by the formation of associations, first,
of employees and employers separately,
then of their representatives jointly.
Here the letter emphasizes anew the
need of a revival of the social sense of
responsibility. The failure of the guild
system to meet the exigencies of the
Industrial Revolution, and the sub-
sequent rigid stratification of industry,
is laid, not to any intrinsic defect in
this system of industrial self-govern-
ment, but rather to the growth of selfish-
ness among the members, who, losing
sight of the principles of human associa-
tion, abused their monopolistic privi-
leges and were subsequently overthrown.
That the view expressed by the en-
cyclical agrees in a measure with the
American criterion of as little govern-
ment in business as possible, is evident
from the criticism passed by the en-
cyclical on Italian corporatism. The

' The anal/sis here sketched ha.s been elaborated in
detail by T- M. Ave-Lallemant, of Marquette Uni-
veriity, in xi American Economic Review 2, June,
1921, p. 237. Since that publication, Mr. Avc-
Lallemant has pursued still further his investigation
ia this field.

5 HBR 11
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advantages of that system in overcom-
ing the evils of socialism on the one
hand and the excesses of individualism
on the other are admitted. But "there
are some who fear that the State is
substituting itself in the place of private
initiative, instead of limiting itself to
necessary and sufficient help and assist-
ance. It is feared that the new syndical
and corporative institution possesses an
excessively bureaucratic and political
character."

Our comparative economic isolation
and our comparative economic stability,
as well as our "American prosperity,"
have kept us from the same serious
interest in democratic industrial organ-
ization or the same pressing problems
crying for solution experienced by other
countries, at least up to the present de-
pression. Consequently, few Americans
outside the graduate classroom are famil-
iar with the extent to which organiza-
tions, embodyingin greater or less degree
the suggestions of the encyclical, are in
actual operation at the present time.
Russia, of course, has carried bureau-
cracy to its utmost limits, and it is the
efficiency in national organization pro-
duced by this bureaucracy that gives us
cause to fear her as a potential com-
petitor. But, leaving Russia out of
the picture, France, Germany, England,
Italy, Czechoslovakia, Spain, Japan,
and Belgium have also adopted meas-
ures of varying degrees of authority
for the purpose of stabilizing industry
in the social interest, eliminating mean-
ingless competition, and husbanding
the resources of the country.

France is not a nation of large-scale
standardized production. In conse-
quence, she does not present so much
of a network of articulated corpora-
tions as does a highly industrialized
state. Before the World War, how-
ever, a fairly large number of comptiors

had appeared, involving sales quotas,
sales areas, and price-fixing combina-
tions. At the top of this system stood
the Confederation Generate de Produc-
tion with an indefinable quasi-legal
status. The War, however, impressed
upon the French the advantages of
mass production, and during the re-
construction period these territorial
divisions were more definitely organ-
ized. Meanwhile, the Confederation
Generate du Travail had been urging,
since the close of the War, a national
economic council to determine the
policies of the nation. The result was
the establishment by decree in January,
1925, of the National Economic Council
(Conseil National Economique). The
council is not subordinate to any exist-
ing department of the Government.
Its members are not appointed by
the Government, but merely approved
on the nomination of the interests
concerned. The council was not given
power to initiate legislation, for it
was feared that this would be uncon-
stitutional. The recommendations of
the council are transmitted to the
Premier, who is charged with referring
the matter back to the council within
one month with a report on the action
taken. The council deliberates on mat-
ters of its own choosing, either of the
national economy or of international
scope.'

France, while avoiding both govern-
ment ownership and government con-
trol, has developed various devices for
the direction of large-scale industry.
Like Germany, France has permitted
the national and local governmental
units to become stockholders in, and
to appoint directors to, public utilities.

^ See Jolly, Pierre, "The State and Its Subdivisions
as Members of Business Corporations," and "Public
Utilitiea in France," ix HARVARD BUSINESS REVIEW
I and +, October, 1930, and July, 1031, pp. 18 and 409.
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But of greater interest for our present
purpose are the Chambers of Com-
merce, the functions of which are
advisory and consultative in the main.
Since their activities have been for the
most part on a local scale, any inference

bodies may seem unwarranted. Yet
the French Chamber of Commerce does
seem to indicate that industrial self-
government is in principle sound.

By a Treasury minute of January 27,
1930, there was established in England
an economic advisory council, com-
posed of cabinet members together
with such persons of knowledge and
experience as may be chosen by the
Prime Minister. Its expressed pur-
pose is to advise His Majesty's Govern-
ment in economic matters, but it has
no administrative or executive powers.
Sessions are secret. Thus far, the only
tangible results of the existence of the
council are the publication of a supple-
ment to the Monthly Labour Cazette,
on industrial conditions, and a report
presented to the Government on the
condition of the iron and steel industries
on the continent.

Far more concrete and powerful is the
assembly proposed by Winston ChuTch-
ill, who is quoted in the Manchester Guar-
dian for June 19, 1931. Mr. Churchill
believes that Parliament should;

Create a new assembly subordinate to
itself, free from organized party exigencies,
detached from public opinion, and com-
posed of persons possessing special qualifi-
cations in economic and commercial
matters. I should tentatively suggest that
the economic subparliament be set up by
statute and should consist of one hundred
and twenty members of the House of Com-
mons experienced in these subjects and
eighty business men, trade union repre-
sentatives or economic authorities.

Germany before the World War had
traveled much further on the road of

socialization than any other of the
western nations. This was true in
actual government ownership, in gov-
ernment participation in enterprises
not owned by the State, and in State
toleration and promotion of industrial

had a strong and unwholesome bureau-
cratic flavor. When Germany came
to found a new government in the
convention at Weimar, there was writ-
ten into the new constitution an article
attempting to establish a degree of
self-government in industry. Accord-
ing to Article 165 of the document
drawn up at that congress, workers'
and owners' associations are recognized
before the law. The workers are organ-
ized into local, district, and national
councils. Employers are organized into
district and national councils by func-
tional groups. The representatives of
these meet in a national economic
council, which besides advisory func-
tions may initiate social legislation,
and "supervisory and administrative
functions may be delegated to the
workers' councils and to the economic
councils within their respective areas."
The council is to be composed of 326
members, of whom the principal groups,
together with their representative
strength, are: agriculture, 68; industry,
68; commerce and banking, 44; con-
sumers, 30; state governments, 12;
national government, 12. The member-
ship of each of these groups is divided
between owners and employees.

Post-war Germany was unable to put
this machinery into full effect at once;
on August 12, 19T9, a few weeks after
the adoption of the new constitution,
however, a provisional council was
organized which is still functioning.
In J921, the representation was simpli-
fied in order to accelerate business,
but it was found that the members in
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the smaller body voted on strictly
class lines rather than on those dictated
by the national interest. The size
of the council made it unwieldy, and
most of the work has been done in
committees of which at one time there
were many—fifty-three. This number
was reduced to four during the econ-
omy program of 1924, and during the
periods of dislocation the council was
deprived of its powers of initiation. A
bill for the reorganization of the council
was introduced into the Reichsrat in
1930, and passed, but it failed in the
Reichstag. The difficulty faced by the
measure was not one arising from
the question as to whether the council
was to continue in existence, but
rather one of finding a satisfactory
quota of representation for the various
groups. The bill establishing the per-
manent council will undoubtedly be
amended and passed. Since its incep-
tion, the council has dealt with the
whole range of national economic
problems.

Italy/ from similar Hegelian no-
tions of social philosophy, has gone
further than Germany, but not so far as
Russia in the development of a func-
tional representative government.
Labor in Italy, since 1926, has been a
social obligation, and all workers are
combined in local syndicates; employers
are likewise grouped. The groups of
employees' associations and the groups
of employers' associations are then
combined into a federation. Thus far,
labor and ownership are independent.
They meet in thirteen grand national
syndicates or confederations, one for
each of the major industrial fields.
If the disputes which may^arise between
different factions cannot be adjusted

*See Clough, Shepard B., "The Evolution of
Fascist Eeonomic Practice and Theory," x HARVARD
BUSINESS REVIEW 3, April, 1932, p. 302.

in the syndicate, they are taken to
a labor court, of which one is held in
connection with each of the sixteen
courts of appeal. Decisions in these
matters are final, and there are no
strikes or lockouts in Italy. The sys-
tem, however, has two gross defects:
first, it is controlled by the Fascist
party which is, by unblushing admission,
the only party in Italy; secondly,
in the new electoral code of 1928, the
syndicates were made the basis of
the national electorate, thus provid-
ing not self-government for industry,
but industrial government for all. The
new revision, moreover, gave the
Fascist grand council even greater
powers than it formerly had had in
controlling the nominations. Ac-
cording to the statement of Mussolini,
the National Council is the "general
staff, the functioning brain which draws
up plans and coordinates all activities."
Such was the plan which, in the mind
of the Pope and his counselors, con-
tained elements worthy of praise, but
which in its practical working out sub-
stituted a bureaucracy in the place of
private initiative.^

Economic Planning and Councils in
America

We have had in our country within
the past years a perfect " rain of plans,"
including the Chase plan, the Beard
plan, the Swope plan, "America's Way
Out," and the McGraw-Hill Platform
for American Business. Some of these,
as the last-named for instance, limit
themselves to practical suggestions of
immediate and possible application.
The Beard plan bears a striking resem-

'The material given in thJa outline of European
economic councils is taken from many sources, some
of them purely personal, such as comment of individ-
uals lately returned from Europe. The Monthly
Labour Rnieui, Vol. 32, jfi, p. i, contains a handy
summary with much useful information.
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blance to the actual accomplishment
of Mussolini. The need for a plan is
summarized by the Dean of the Har-
vard Graduate School of Business Ad-
ministration in his Business Adrift:

The time has come for a complete
reappraisal of our attitude toward
competition . . . Great monopolies with
uncontrolled discretion are certainly dan-
gerous and no democratic society is likely
to allow them. Nevertheless the dangers
of unbridled fair competition are just as
great and unfortunately lack the popular
appeal inherent in antimonopoUstic attacks
. . . The necessity for some method of
making legal agreements which can stop
senseless competition with its threat to the
stability of established industrial groups
and its shocking economic wastes is be-
coming more and more apparent.'

If anyone should think that in all
this there is a note which he might
describe as un-American, let him read
the speech of Herbert Hoover, given
as the presidential address to the
Federated Engineering Societies in
Washington, November 19, 1920. Mr.
Hoover here declares that economic
groups are an accepted part of our
industrial equipment and that, if society
is to go forward, they should be utilized
for the solution of our problems. Or
one might reread Mr. Hoover's paper
in the Nation's Business for June 5,
1924, under a title which pithily ex-
presses an important dilemma, " If
Business Doesn't, Government Will."

We are passing from a period of extreme
individualistic action into a period of asso-
ciational activity . . . Associational ac-
tivities are, I believe, driving upon a new
road . . . Therefore, they are not mill-
stones for the grinding of competitors . , .
I believe that through these forces we are
slowly moving toward some sort of indus-
trial democracy. We are upon its thresh-
old if these agencies can be directed solely
to constructive effort in the public interest.

• Donham, Wallace B., Bunntss Adrift. New York:
McGraw-Hill Book Co,, Inc., 1931. P. 143.

5 *

Or, let the skeptic consider the state-
ment of John D. Rockefeller, Jr.,
quoted in the Proceedings of the First
Industrial Conference:

Some form of represientation in industry
is essential in order to make personal re-
lations possible under modern industrial
conditions.^

The brief sketch of economic councils
given above is designed to indicate that
the field of national economic organiza-
tion on representative lines is no longer
confined to the realms of pure specula-
tion. The existing bodies are faulty,
being hastily constructed in some cases;
in Russia certainly, in Italy almost as
certainly, and perhaps in Germany,
they contain elements which we should
be extremely reluctant to transplant to
the United States. Yet, as the en-
cyclical points out, there is no reason
whatever that the principles of demo-
cratic association cannot be applied
to economics as well as to politics.
In the beginning of modern democracy,
there were many excellent people who
stoutly maintained th at no nation
could govern itself. Yet, after a few
painful experiments,, and the more re-
cent but passing post-war dictatorships,
representative government has unques-
tionably come to stay. A peaceful
evolution based on the ideas of the
encyclical, namely a recognition of the
social character of labor and property,
a recognition of the associational char-
acter of human activity, and the erec-
tion of effective bodies representative
of vocational and functional rather
than geographical groups, is certainly
to be preferred to revolution. And this
revolution is otherwise, in the mind
of the head of the largest religious body
on earth, a certainty. By these means
can be avoided, on the one hand, the

''Proceedings, p. 143.
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meddling of a bureaucratic government
and, on the other, the dangers of chaotic
competition leading to destructive
revolution.

The encyclical concludes this section
with a plea for international coopera-
tion in the solution of the larger
problems of competition. In the field
of finance some such step seems to
be inevitable if we are to avoid erratic
price changes and possible domination
of business by private monetary inter-
ests. The Versailles Congress, the
Geneva Conference, and the Young
Plan all pointed in that direction.
Mr. Snowden strongly urged it in
his speech in Parliament introducing
the bill suspending gold payments.
Mr. Keynes has given us a momentous
monetary treatise with international
money as its crown. The report of
the Committee on Amalgamations (Lon-
don, 1920) expressed its fears that the
Bank of England was losing control
of the English money markets to
private houses. The Federal Reserve
Banks have confessedly followed, rather
than led, the markets on certain occa-
sions in recent years.

Conclusion

Here, then, is a practical need for
international association. But how
can this be brought about properly
if we have no national bodies competent

to represent all classes of industry.''
According to the encyclical we have
courted disaster because we have failed
to recognize that essential interde-
pendence of men which modern indus-
try accentuates. Capital cannot do
without labor, nor can labor do without
capital. Let them settle their differ-
ences in representative assemblies.
One industry cannot do without an-
other; let them plan their activities in
a national economic council. One na-
tion cannot do without another; let
international differences be, at least,
mitigated by conference between the
accredited representatives of the demo-
cratic industry of each nation. To
accomplish this, less damage need be
done to our legal framework than has
been done by any recent amendment.
We can easily stretch our concept of
what constitutes a contract in restraint
of trade. We have done it often
previously on less provocation.

An encyclical is addressed to the
bishops of the entire world; therefore,
it cannot descend to practical details,
for national differences are too great.
But the principles It lays down are,
for the reasons given above, worthy
of the earnest consideration of thought-
ful American business men, who, mind-
ful of their great responsibility, are
concerned with defending our people
from communistic revolution and bu-
reaucratic evolution.
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