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Maintenance of Recovery in Totalitarian Stetes.

Democratic. states may achieve full employment by means of publie
works, based on deficit expenditures, almost as well as totalitarian ones ;
the only differences seem to be the pace which is somewhat slower in the
democracies duvue bo the slackening efféct'of the rise of wages and @rices,
and the residue of a number of unenployed in the democracies who prefer
unemployment to the changes in pléce and bhranch éf work made necessary
by shifts in the economic structure,.

Bulb democracies seem to be uvnable to retain the status of full
employment, at least 1Ff the status has been achieved by state intervention
and not by "volunbary saving”. On the contrary, totalitarian stalbtes can
continue under full mplovmen% for a considerable time,

There are two reasons Ffor this advantage
1) Totalitarien states canibecause of their complete masbtery ofer Toheilen

trade and forelgn exchange isolate their economie system against the
influence of intermatbional byolical movements, The machinery of this
magtery and the price paid for it in form of loslig many adventages
of the international division of labor ere well known and need not

to be dbgoussed,
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2 ) Totalitarian stabtes can because of their complebte magbery over wages,
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rices and invegtments prevent the inflationary effects and therefore

dhe ultimate breakdown of the deficit policy. The necessity of such a
mastery is one of the strongest links between politics and economicsg
in any btotalitarian system,

Under a democracy, wages must tend to rise at lash when full
employment 1s achteved, Hven if the leaders of the trade unions could be
convinced that such a rise Woul& lead to new unemployment, btherpresgure
from the rank and file would prove irrésistible, And even withoubt this
pressure, the employers themselves would raise the wages if they4aid not
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gtop expansion exactly in the moment when fuli ampldyment ig reaehed;
To prevent this tendency, the dicbtators were from the very: béginning
compelled to dissolve and annihilate all labor organizations, those
of their own adherents as well as those of their opponents, and to
fix wages through government agencies instead by means of oolléctive or
even inmdividual bargaining: FPurthermore, they were compelled to abolish
the freedom of choice, both for employers and workers, In respect to
labor conditions aside of wages; In ewerycrespect, contract had to be
displaced by a quasi-military system of orders; This system is loathed
by &ll parties concerned, and it isvalmgst iﬁconaeivable that it could
be introduced in a democracy expect in war~time; Wwen in the totalltarian
states, it could hardly be maintained without the help of, i) an ideo~
logical propaganda that a war-like status wa@ necbssary in order to
defend the fatherland against a conspiracy of internal (Jewish, Trotz-
kyite) and foreign enemies, 1i) the abolition of all obstacles to the
complete and instantansous enfopement of administrative decrees ("due
procéss of law", self-government, trial by jury, eto.); \
fnder a democracy, the influx of fiat-money without a cor-
responding increase in the output of consumers goods must lead to a
rise of prices, at first of consumers goods and then of producers gob&s
a8 well; The seizure of the entire amount of this money by taxation
hag proved ippossible even in the totaliterian states as such an
exorbitant increase in taxation would seriously impair the standing
df the disttator ; Germany has, e.g;, refrained so far from ralsing
the tax~gchedules in Austria although she had planned this raise for
gix months, and the faet that Italy was foreced to introduce a new tax
o few weeks ago shows hér plieght better than all the statistics she
does not allow to be published: Therefbdwe, the flow of the new money

nmust be regulated so as not to interfere with the existing price~
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level, This can be dome, 1) by a system of (imnvisibled rationization
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of the consumers goods most in demand, ii) by a propagands creating
a demand for future goods (People's car, to be pald in long installmenta
before delivery), iii) by indveing saving which is ﬁltimately used
to finance the government spending.
The savings must berprevenbed to be used by private investors.

In general, demogratic governments are inclined to put more or less
mild pressure on investors and bankers too if uneed be ; but totalitarian
states can resort to some means not available to democracies, Dictators
have widely used the power to "sterilize" the funds of foreigners,
enigrants and Jews., In Germany, I e%timate these funds to amount to almost
one half of the increase in the public debt between 1923 and 1928, In
Italy, some observers suppose that onme of the main reasons for the recent
anti-Jewish legislation was to forece wealthy Jews to emigrate and to
leave their fortune as a "loan" +to the state as in the case of Germany .,
O0f course, the anti-inflationary methods of sterilizing funds datnot
restricted to those measvres : anobther one whleh ig politically quite
nevtral bub has frequently been overlooked, is the restriction of credit
not only for investment purposes but also in +the normal trade., The German
cartels, e.g., hava in some cases practically abolished the sale on
credit between manufacturer and retailer ss well as between rétailer
and consumer. this poliey - the counterpart of the "inverse credit” in
the case of %he Feople's car - has restricted the velocity of money
circulation and, at the same time, checked the demand without a Tormal
rise of prices,

| Of course, also inAto%alitarian countries there must be some-
where an end to deficit-spending, But as long as the publjo debt does
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not rise to a staggering amount, this end seems to be Far ahﬁa& at leagt
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in the case of Germany, And if the state is able to make state expenditure
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less burdensome, e.g, by forecing other states bto hear at least part
of it by exchanging the obsolescent war-materials against consuvmers goods,
the inflationary effect might Pfurther be reduced., In case of a lowering
of the wrate of interest, the bu&géﬁary burden of the debbt-service might
bhecome negligible, as Mr, Balogh has pointed out in his reoent‘paper.
Therefore, a breakdown is to be feared omly if the szagégﬁgﬁg-amounﬁ
of organization and discipline needed to enforee the program is lacking.
This seems to be true in Italy, but surely not in ermany.,

However, the idea that the democracies had only to imitate

some of the purely economic measures of totalitarian states in order

to get rid of their unemployment, is untenable, The totalitarien systen )
ig undivisible : either<%e want #bs pouAranty of stable full emplogment,
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tnen we must accept its political consequences as-well ; o# we prefer
tae &emoor@ﬁ&g,p@iitiual gystom, then we must face the fact that
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busines® cycles and unemployment might be mitigated but not abolishea§;>
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