
The “Managed Economy” 

of the U.S. (Pt!) 
By William Z. Foster 

ONE OF THE most significant eco- 
nomic and political trends in the 
period of imperialism, especially since 
World War I, has been the growth 
of the so-called managed economy 
in the major capitalist states. This 
is an expression of state monopoly 
capitalism. It manifests itself in at- 
tempts by the monopolists to control 
the economic processes generally 
through governmental manipulation 
of certain elementary economic fac- 
tors. It may vary in form from the 
skeleton governmental controls in 
democratic bourgeois countries to 

thoroughly cartellized industries un- 
der fascist dictatorship. It represents 
a distinct departure from the Jaissez 
faire policies of the state during the 
earlier stages of competitive capi- 
talism. 
The state, as the “executive com- 

mittee” of the bourgeoisie, has al- 
ways displayed activity in support 
of the latter’s interests. It has fed 
“infant industries” with tariffs, sub- 
sidized turnpikes, canals, railroads, 

shipping, airlines, etc. It has built 
a money and banking system for 
the profit of the capitalists, showed 
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great alacrity in combatting plans for 
government ownership of industry, 

and in sabotaging all legislation hos- 
tile to the interests of the capitalists, 
All this has involved a growing 
intervention of the state in produc- 
tion, a trend which has become es 
pecially marked since the rise of im- 
perialism, with its state mohopoly 
capitalism. It was only with the ad- 
vent of World War I, however, that 
the capitalist state began to try to 
“manage” the economy as a whole. 
The bourgeois “managed economy,” 
which is such a pronounced factor 
today, is a direct relation of the “or- 
ganized capitalism” once dreamed of 
by Kautsky and other Social-Demo- 
cratic opportunists. 
Under the pressures of their own 

greed and the developing general 
crisis of world capitalism, the mo 
nopolist capitalists are finding it in- 
dispensable to try to give some meas- 
ure of direction to their chaotic sys 
tem. Consequently, the “managed 
economy” has come to be adopted, 
to a greater or lesser extent, in all 
the capitalist countries. Prior to 
World War II, Germany, Italy and 
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Japan became highly developed ex- 
amples of “managed economy,” fas- 
cist dictatorship being particularly 
favorable for this phase of “organ- 
ized capitalism” and monopoly con- 
trol. In fascist lands, with the po- 
litical opposition of the workers, 
small farmers, and middle-class vir- 
tually crushed, the monopolists are 
able to exercise state controls over 
the economy to a much greater ex- 
tent than in the bourgeois democ- 
racies, where these classes play a po- 
litical role. The United Nations 
often expresses the “managed econ- 
omy” on a world scale through re- 
ports of its various committees and 
the like. 
Currently, the United States fur- 

nishes the most characteristic ex- 
ample of the “managed economy” 
type of organization. In the Ameri- 
can economy the monopolists, rich 
beyond comparison, continue to 
grow and to consolidate their po- 
litical controls. The combined Mor- 
gan-Rockefeller interests now domi- 
nate more than $125 billion in as- 
sets. The “managed economy” is 
a major means by which such gi- 
gantic interests are fastening their 
grip upon the state and are using 
it to serve their own purposes. The 
profit plans of Wall Street, with its 
ambitious schemes of “managed 
economy” and “organized capital- 
ism,” are as wide as the world. 
A number of elementary factors 

have contributed to the development 
of the “managed economy” in the 
several capitalist countries and inter- 
nationally. Among the more impor- 
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tant of these may be mentioned, 
the growth in size and strength of 
the great monopolies and their in- 
creasing trend to penetrate and domi- 
nate the state, and the vitally ur- 
gent problems confronted by capi- 
talism in this period, caused basically 
by its general crisis—vast imperial- 
ist wars, devastating economic crises, 
and exhausting cold war—which 
make imperative some sort of gen- 
eral economic management. Not to 
be ignored in this general respect 
also are the world-wide influence 
of the planned economies of the 
USSR and other Socialist states, and 
the heavy pressure from the work- 
ers and other toiling masses who are 
constantly striving to win concessions 
of a democratic character from the 
capitalists and their government. 

MANAGING AND 
PLANNING 

The “managed economy” which 
we have seen developing in the ma- 
jor capitalist lands, is not to be 
confused with the planned economy 
of the Socialist states, although this 
is often done. The countries with 
“managed economies” remain capi- 
talist, as before. Their governments 
continue to be, as Marx and Engels 
called capitalist governments gen- 
erally, the “executive committee of 
the bourgeoisie.” Their central pur- 
poses are to exploit the workers to 
the limit, to realize maximum prof- 
its for the monopolist rulers, and 
to protect the capitalist system from 
revolutionary attacks by the workers 



and their allies. As for actually 
“managing” the respective econo- 
mies, which are torn with endless 
contradictions and conflicts, the cur- 
rent types of “organized capitalism” 
necessarily set for themselves such 
concrete and relatively limited ob- 
jectives, such as, to increase or de 
crease production through govern- 
ment subsidies, production quotas, 
etc.; to regulate the flow of foreign 
trade through loans, boycotts, and 
other measures; to strengthen the 
profits and general position of mo- 
nopoly capital; to develop new means 
to confuse and curb the fighting 
spirit of the working class, and, es- 
pecially, either to liquidate or greatly 
to ease the recurring cyclical eco- 
nomic crises. Short of fascism, how- 
ever, the monopolists refuse to sub- 
mit voluntarily their industries to 
more far-reaching state controls. 
On the other hand, the planned 

economies of the countries of So- 
cialism and the People’s Democracy 
represent a very different type of so- 
cial system. Instead of the indus- 
tries being privately owned and op- 
erated for private profit, the whole 
economy, the property of the nation, 
is carried on for the benefit of the 
people as a whole. This makes it 
possible to plan production and the 
vital social services on a scale and 
with a thoroughness totally impos- 
sible under capitalism. Socialist 
planned economy embraces every 
branch of the economic, political and 
cultural life—industry, agriculture, 
education, social insurance, and 

many other activities. 
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The “managed economy” of capi- 
talism, while it definitely facilitates 
the purposes and the profits of mo 
nopoly capitalism, does not over- 
come the inherent chaos of the capi- 
talist system. Instead, it tends defi- 
nitely to intensify this disunity by 
sharpening the contradictions be- 
tween the military and civilian sec- 
tions of production, between the mo- 
nopoly and non-monopoly sectors of 
industry, between agriculture and 
industry; between the imperialist 
powers, between the great powers 
and the lesser developed countries, 
and between the Socialist and capital. 
ist worlds. “Managed economy” also, 
based as it is upon the interests of 
monopoly capital, essentially sharp- 
ens up the class struggle on all 
fronts. Socialist planned economy, 
on the other hand, is an all-em- 
bracing unifying force at home and 
abroad. It makes for full employ- 
ment and social unity nationally and 
for peaceful co-existence interna- 
tionally. 

Following World War I Lenin 
sharply exposed the futility of the 
capitalist “managed economy” of the 
period, as well as the theories of 
“organized capitalism” and of “super- 
imperialism” which lay behind it; 
but generally, the subject has not been 
systematically treated since Lenin’s 
time by Marxist-Leninist theoreti- 
cians. It is not enough that state 
monopoly capitalism as such be ana- 
lyzed; it must especially be exam- 
ined as it functions specifically 
through the “managed economy.” 
If this is not done, our knowledge 
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of the workings of monopoly capital 
is bound to remain sketchy and mis- 
leading, and our economic forecasts 
of limited accuracy. 

THE “MANAGED ECONOMY” 
BEGINS: WORLD WAR I 

When World War I began on 
July 28, 1914, the policy of United 
States monopoly capital was to re- 
main outside the war, to watch its 
imperialist rivals destroy each other. 
to get rich selling them munitions, 
and to prepare to take command in- 
ternationally upon the end of the 
war. But this plan fell through 
when in the course of the war it ap- 
peared as though militant Germany 
would defeat the western allies, with 
whom the United States had vital 
financial connections. Hence, on 
April 6, 1917, the United States Gov- 
ernment, under the liberal President 
Wilson, overriding the strong popu- 
lar opposition to this imperialist 
war, entered the struggle on the side 
of Great Britain, France, and Rus- 
sia. 

Even before American entry, how- 
ever, the monopolists understood 
that in this war, in distinction from 
all other American wars which had 
preceded it, an effort would have to 
be made to establish some traces of 
order in the chaotic economy. There- 
fore, President Wilson, who had been 
responsible previously for anti-trust 
legislation and for a Federal Trade 
Commission to enforce it, proceeded 
to set up the Council of National De- 
fense late in 1916, to organize, among 
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other tasks, the economic aspects of 
the war effort. This body was sup- 
plemented in July 1917 by the for- 
mation of the War Industries Board. 
These agencies undertook to allocate 
materials, to establish price controls, 
and to regulate wages—but unsuc- 
cessfully, as they worked upon an ad- 
visory basis. In the Spring of 1918, 
however, this whole state-economic 
apparatus was somewhat strength- 
ened in the matter of putting its de- 
cisions into effect. 

The Government also set up a 
number of commissions in various 
single industries, to “manage” them. 
Among them were the Food Admin- 
istration, the Fuel Administration, 
the United States Shipping Board, 
the Emergency Fleet Corporation, 
and the Federal Railroad Adminis- 
tration. The most powerful of them 
were the railroad and allied admin- 
istrations, as they operated the en- 
tire national railroad, shipping, and 
communications network, which had 
been taken over by the Government. 
Besides, there were the War Trade 
Board, Selective Service, and the War 

Finance Corporation. The direct con- 
trol of all this industrial machinery 
was almost exclusively in the hands 
of representatives of the big trusts 
and monopolies through their “dol- 
lar-a-year” men. Small businessmen 
and the farmers had but little say 
in the matter. As for organized la- 
bor, its representatives, who sup- 
ported the war, were nearly all 
shunted aside into secondary and mi- 
nor advisory committees. 
A central feature in the whole 
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war-control machinery was the Na- 
tional War Labor Board, made up of 
representatives of the public, the em- 
ployers, and the workers. Its busi- 
ness was to “manage” the working 
class and to fit it into the war plans 
of monopoly and the Government. 
Generally, the workers, who had but 
little regard for this imperialist war, 
were in a militant mood and they 
struck freely. To curb them, the 
N.W.L.B. and its subordinate com- 
mittees undertook to slash their wage 
and hour demands, and especially to 
prevent their extending the trade 
unions into the trustified open-shop 
industries. The wartime labor boards 
worked on the basis of semi-compul- 
sory mediation and arbitration. Gen- 
erally, the conservative Gompers 
trade union leaders were not hostile 
to this, with their no-strike, no-or- 
ganize policies, and their playing 
down of working class militancy. 

This, in short, during World War 
I, was the real beginning of the 
“managed economy” in the United 
States. Similar systems prevailed 
also in Great Britain and other im- 
perialist countries. The general re- 
sults were, to concentrate production 
upon war materials, to generate an 
orgy of profiteering, to create a crop 
of new millionaires, to further the 
interests of the monopolies, and to 
hinder the advance of the workers. 
The latter, although their real wages 
sank considerably, did succeed in 
establishing the eight-hour day in 
several industries, and in adding 
about 1,500,000 members to the trade 
union movement. 
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THE NEW DEAL AND THE 
1929 ECONOMIC CRISIS 

Immediately upon the end of 
World War I, the monopoly-domi- 
nated government set about dis 
mantling the economic-control ma- 
chinery that it had built up during 
the war. The railroads, shipping, 
etc., were returned to private con- 
trol, the various war committees were 
liquidated, military appropriations 
were slashed, loans to foreign gov- 
ernments were cut off, and most im- 
portant, the workers’ protection of 
their wage rates was undermined by 
an unprecedented open-shop drive 
against the trade unions. “Back to 
Normalcy” was the key bourgeois 
slogan. American imperialism, 
vastly enriched by the war and 
dreaming of world conquest, de- 
manded a free hand internationally, 
and it refused to become a member 
of the League of Nations. Inevitably 
these policies hastened the sharp 
economic crisis of 1920-21, in which 
industrial production fell off by 20 
percent and agriculture tobogganed. 
By the end of 1921, however, the 

crisis of adjustment had already worn 
itself out and the country moved 
ahead to one of the most hectic 
booms in its history. The mainspring 
for this was the reparation of the 
war’s damages, plus the growth of 
the new electrical industries and the 
automobile industry (with its huge 
road-building program) in_ the 
United States. The ensuing frantic 
boom was hailed as the Golden Age 
of American capitalism. There was 
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aid to be a “new capitalism,” im- 
mune to economic crises. The So- 
dal Democrats hailed the new 
American capitalist way to “Social- 
jm” through mass production and 
speed-up, while the Communists 
warned of economic disaster ahead. 
The great cyclical economic crisis 

of 1929, which was deepened by the 
general crisis of world capitalism 
initiated by World War I and the 
Russian Revolution, thrust back 
American capitalism to its knees and 
shattered the prosperity illusions of 
the recent boom period. Industrial 
production fell off by almost one- 
half, international trade similarly 
shrank, stock values sank to unprece- 
dented lows, and up to 17,000,000 
jobless workers walked American 
cities. Facing this economic holo- 
caust, many of the spokesmen for 
capitalism, sunk in confusion and 
dismay, saw the revolution around 
the corner. To do something to at 
least palliate the situation was im- 
perative. 
After much hesitation and fum- 

bling, the monopoly capitalist gov- 
ernment of Herbert Hoover began 
to experiment in the general direc- 
tion of a limited “managed econ- 
omy,” or “organized capitalism.” As 
the recent world war had produced 
such tendencies, so also did the se- 
vere problems of the great economic 
crisis. First, under heavy mass pres- 
sure, the Federal Farm Board was 
established in 1929, which purchased 
60 million bushels of wheat in a vain 
effort to check the downslide of 
farm prices. About the same time, 
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to bolster industry and trade, Presi- 
dent Hoover extracted promises from 
leading industrialists that they would 
maintain wage scales and begin large 
capital investment programs—prom- 
ises which all soon collapsed into 
nothing. Then the Reconstruction 
Finance Corporation was formed, 
with the Chicago Banker Charles 
Dawes at its head. The R.F.C., with 
$500 million at its disposal, made big 
loans to hard-pressed railroads, 
banks, and other corporations. The 
idea behind the R.F.C. was Hoover’s 
notorious trickle-down theory; that 
is, if the major capitalist concerns 
were made solvent, the benefits 
would eventually seep down to the 
masses. Meanwhile, the huge armies 
of impoverished workers and farm- 
ers starved along in the crisis, with- 

out Federal relief. 
Hoover’s picayune state economic 

measures could not check the great 
crisis, so the masses swept Roose- 
velt into the Presidency in Novem- 
ber 1932. During the next eight 
years, through the New Deal, the 
United States experienced a program 
of state intervention in industry, 
of a “managed economy,” or at- 
tempts at “organized capitalism,” 
such as it had never before known 
in peacetime. This consisted of a 
whole maze of laws, rushed through 
Congress in haste, designed to res- 
cue collapsing corporations, to “prime 
the pump” of industry, to strengthen 
bank credit conditions, to bolster ag- 
ricultural and industrial prices, to 
shore up decaying banks by deposit 
insurance, to protect farm and home- 
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owners from foreclosure, to give re- 
lief and eventually the beginnings 
of social insurance to the workers. 
These steps were embodied in such 
legislation as the National Indus- 
trial Recovery Act, Agricultural Ad- 
justment Act, Home Owners Loan 
Act, Fair Labor Standards Act, So- 

cial Security Act, Public Works Ad- 
ministration, Works Progress Ad- 
ministration, and many more. In 
all this, Roosevelt’s central purpose 
was to save capitalism from its en- 
veloping crisis. 

Most of the early New Deal legis- 
lation, especially that relating direct- 
ly to the subsidization and buttress- 
ing of industry, had, more or less, 
the support of monopoly capital. The 
U.S. Chamber of Commerce even 
produced the project for the National 
Industrial Recovery Act, which was 
administered by General Hugh John- 
son. This was the nearest thing to 
a “managed economy” of the near- 
cartellized type that this country has 
ever had. The N.LR.A. provided for 
the formulation of codes in each in- 
dustry, among government, employ- 
ers, and workers, covering prices, 
wages, working practices, etc. The 
framers of this law were undoubt- 
edly influenced, on the one hand, by 
the booming planned economy in the 
USSR, based on thoroughly socialized 
industry, and on the other, especially, 
by the Hitlerite “managed econ- 
omy,” wherein state-controlled indus- 
trial cartels had been made compul- 
sory ‘in 1933. The monopolists, how- 
ever, eventually backed away from 
N.LR.A., and in mid-1935 it and the 

A.A.A. were knocked out by the 

U.S. Supreme Court as too extreme 
and as unconstitutional. 
The workers supported generally 

the Roosevelt New Deal legislation 
but, especially under the ideological 
leadership of the Communist Party, 
they paid sharp attention to the 
strengthening of their own economic]. 
position, through unemployment re. 
lief and social insurance, jobs in pub{. 
lic works, and the improvement off, 
wage scales by militant organizing 
campaigns and strikes. Their great- 
est victory during the New Dedff - 
period was the trade-unionization off 
the basic, open-shop industries intof 
the newly-formed C.I.O. Their prin- 
cipal legislative achievement was? ; 
first, Section 7 (a) of the N.LRA,T 
and eventually the Wagner Labor 
Act of 1935, protecting the right o 
workers to organize. The Govern 
ment sought to control the workers}. 
through the National Labor Board 
and the National Labor Relations}. 
Board. Not only did the New Ded 
vastly extend the subsidization of in- 
dustry, beyond what Hoover had 
done, but it added, under working 
class and farmer pressure, a newh 

dimension to it, that is, at least af 
partial increase of the purchasing} 
power of the working masses. 

Significantly, during the 19305 
the growing practice of the capital 
ist “managed economy” was theo 
rized as part of his system of ec 
nomics by John Maynard Keynes{. 
the British economist, who, in 193} 
published his well-known book o 
the subject, The General Theory of 
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mployment, Interest and Money. 
eynes, challenging Say and other 
assical bourgeois economists, de- 
nied that capitalism automatically 
benerates sufficient buyers to absorb 

its production. On the contrary, 
he argued that there is a flaw in 

*Bhe modern monopoly capitalist sys- 
~ fem which, causing a vast accumula- 

ion of capital and its under-invest- 
“trent, leads inexorably to economic 

rises, and mass unemployment, and 
f uncorrected, it could lead to revo- 

ution. Keynes, among the meas- 
wes he designed to remedy this 
erious capitalist weakness, mainly 
ncentrated his attention upon the 

ubsidizing of production in various 
yays by the Government. An enemy 
f Socialism, Keynes’ basic aim was 

"Bo save capitalism. He was in di- 
ct contact with Roosevelt, and he 

ion. Roosevelt’s watchword of his 
naugural speech in March 1933— 
‘We have nothing to fear but fear 
self’"—was a typical Keynesian psy- 
hological-economic slogan. 
The many New Deal relief meas- 
res helped but little the recovery 
tom the great crisis of 1929-33. How- 
ver, they cost the American people 
me 35 billion dollars. By 1935 
ndustry and agriculture had only 
partially recovered; and instead of 
¢ characteristic boom developing, 
e country lingered along in “a de- 

pression of a special kind,” as Stalin 
alled it. In 1939, there were still 
ome 9,000,000 American workers 
employed. It was not until the 

Second World War began to loom 
up that United States industry, be- 
ing fed with vast munitions orders, 
eventually emerged from its long 
and deep crisis and entered into a 
new period of “prosperity,” The 
Roosevelt experiment with the “man- 
aged economy” was but a very lim- 
ited success, if at all. 

THE “MANAGED ECONOMY” 
IN WORLD WAR II 

World War II was basically an ex- 
pression of the general crisis of 
capitalism. The initial attitude of 
American monopoly capital towards 
the war, beginning in Europe in 
September 1939, was pretty much 
the same as it had taken towards 
World War I, namely: to keep out 
of the actual hostilities and to grow 
rich and powerful supplying muni- 
tions to its “friends” in the war. 
But the success and aggressiveness 
of the Axis powers forced the United 
States into the struggle in Decem- 
ber 1941. As the war entry ap- 
proached, the Roosevelt Govern- 
ment, in seeking for means to “man- 
age” the economy during the conflict, 
naturally harked back to the experi- 
ence of World War I. Thus began 
another experiment in “organized 
capitalism.” Once again, in May 
1940, a Council of National Defense 

was set up, and also an Office of 
Emergency Management, which, in 
January 1941, gave birth to the Of- 
fice of Production Management. 
These organizations set themselves 
programs of coordinating, and stimu- 
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lating production; but as they had 
only a nebulous advisory power, they 
were not very effective. 

Once the United States got into 
the war, however, this situation 
changed quickly. World War II 
was far more of a total war than 
the first great war had been. There 
were three times as many American 
soldiers at the front, and whereas 

in the first war it took only 3,500 
horsepower to keep a division going. 
in the second war it required 400,000 
horsepower, so great had the mech- 
anization grown. The monopolies 
were also much more powerful and 
more integrated with the state—mo- 
nopoly capital had become state 
monopoly capital. The general result 
was a much more elaborate system 
of “managing the economy” than 
had existed in World War I. The 
War Production Board was estab 
lished, with the Office of Price Ad- 
ministration and Civilian Supply, the 
War Man-Power Commission, and 
many other regulatory economic 
boards. Eventually, the whole elabo- 
rate machinery was combined with 
the Office of War Mobilization. 
This complex economic apparatus 
carried out policies of compulsory 
production controls, allocations and 
priorities of materials, and price and 
wage ceilings upon an unprecedented 
scale. Rationing of food, clothing, 
gasoline, etc., was also applied as 
never before. There were strong po- 
litical-economic committees in the 
respective industries, but this time 
the government did not actually 
take over the control and manage- 
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ment of the railroads, and othi/!4 P 

trarisportation systems, as had bee 
done in the first world war. 
World War II being a just, pet 

ple’s war, the workers had a f 
more cooperative attitude towar? 
it than they had had regarding th 
imperialist World War I. They a 
untarily adopted a no-strike polid 
(which was not done in the fit 
war) and they participated whok 
heartedly in the various productio 
committees: national, industry-wid 
and in the shops. Their leaders wit 
conceded a somewhat higher level ¢ 
advisory and executive posts tha 
in World War I; but the liberi 
Roosevelt Government, nevertheles 
was careful not to treat the unior 
politically upon a coalition bas 
nor to let their officials get into « 
cisive political and economic pos 
tions. Altogether the workers’ rol 
in the directive aspects of the we 
was a very minor one. 
The “managed economy” of Worl 

War II, with its elaborate system « 
speed-up and overtime for the worl 
ers, was far more successful in tun 
ing out military supplies than ha 
been its predecessor in World W: 
I. In fact, between 1916 and 19% 
there was hardly any increase wha 
ever in industrial production; fror 
1939 to 1943, however, the total o 

production more than doubled. If 
was also very effective in grindin 
out maximum wealth for the m 
nopolists—yearly profits soared, b 
fore taxes, from $5.4 billion in 1 
39 to $19.4 billion in 1940-45, 
profit margin increased from 6.3 

i TS, 

d thy, 
= | basis 

la 

ander 
Board 
} moder 
pverti 

The 
far fr 
chaos 
jensifi 
var i 

-givilia 
acilit 

ate 
finflate 
pillior 

4945: 

qHE 

; IN 

j Up 

{I in 
frend 
Worl 

hsectio 

aopo! 

War ( 
am 
move 
tion 

and | 
their 
inter 

noire 
rately. 

} creas 
(of th 
 talisr 
ainevi 



id othbjst4 percent. Meanwhile the work- 

1ad bee 

ust, pet 
id a f 

toware 

ding th 
"hey vok 

jers, largely locked in a wage-freeze 
ander the National War Labor 
Board, increased their incomes only 
}moderately through long hours of 
pvertime. 
|. The wartime “managed economy,” 
far from basically overcoming the 

 poligpshaos of capitalist production, in- 

the fir 

1 whole 
oductio 
stry-wid 
lers werd 
> level ¢ 
sts tha 
> liberi 
*rtheles 
> unior 

n bas 
into « 

Lic posi 

ers’ rol 
the we 

£ Worl 
ystem ¢ 
le worl 

in tur 

ian ha 
‘Id W: 
nd 191 
se wha’ 
n; fror 
total o 
sled. | 
rrindin 
the m 

red, be 
in 193 
and the 

jensified it by over-expanding the 
.war industries at the expense of the 
givilian sectors of the economy. It 
acilitated an enormous growth of 
ate monopoly capitalism, and it 

tree the national debt from $40 
illion in 1939 to $260 billion in 
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THE “MANAGED ECONOMY” 
; IN THE COLD WAR 

Upon the ending of World War 
Jl in 1945, strong back-to-normalcy 
,jrends, somewhat akin to those after 
World War I, developed among 

ssections of the bourgeoisie. The mo- 
aopolists were afraid of possible post- 
war democratic mass upheavals, with 
a more progressive government, 
movements towards the nationaliza- 
tion of industry, for profits control, 
and the like. “Free enterprise” was 

their central slogan and government 
itervention in industry their bete 
noire. Nevertheless, almost immedi- 

ately, the strong trend toward in- 
creased government “management 
of the economy,” or “organized capi- 
.talism,” set in again. This was the 
ainevitable result of Wall Street’s post- 
o drive for world mastery on the 

n 6.3 t basis of a third atomic, world war. 
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For the past four decades or more 
there has been in the United States 
a long-term trend toward the “man- 
aged economy.” This has also been 
punctuated and speeded up by peri- 
odic intensive developments—during 
the two world wars, the great eco- 
nomic crisis, and the cold war—all 
of these being particularly sharp 
manifestations of the deepening gen- 
eral crisis of the world capitalist sys- 
tem. In each of these periods the 
“managed economy” faced specific 
economic tasks, requiring different 
means. In the two world wars the 
big job was to speed the production 
of vast amounts of munitions; during 
the great economic crisis it was to 
put the limping capitalist system back 
on its feet, and in the cold war it 
was, while building up a tremendous 
military machine, to keep the eco- 
nomic system from going into an 
economic depression or a runaway 

inflation. 
In facing up to the specific eco- 

nomic tasks of the cold war, state 

monopoly capitalism had to work un- 
der different conditions than during 
World War II, just ended. Price 
controls, general allocations of ma- 
terials, wage freezes, no-strike 
pledges, and other wartime control 
methods had to be scrapped. The 
big medicine for keeping the indus- 
tries booming was more and greater 
governmental appropriations for 
arms production. This course was 
made the easier for the warmongers 
as organized labor generally accepted 
the arms program on a make-work 
basis. The armaments panacea was 
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also supplemented, from time to 
time, by the government with such 
means as the tightening or easing of 
bank interest rates and consumer 
credits, a closer hold upon stock 
speculation in Wall Street, tax re- 
ductions for big business, etc. 

The broad significance of all this 
governmental control was a gigantic 
infusion of financial subsidies, state 

and private, into the general eco- 
nomic bloodstream, specifically for 
the benefit of the big corporations. 
Among the major items of this were, 
since 1945 (discounting duplications) 
$60 billion in American foreign 
loans, grants, and credits; some $300 
billion in American military expen- 
ditures; an increase of consumer debt 
(mostly from installment buying), 
several times over—to the unprece- 
dented figure of $30 billion; about 
$20 billion more added onto the na- 
tional debt; at least $50 billion above 
normal spent on the hectic expansion 
and remodelling of industrial plants; 
a total increase in private debt from 
$140 billion to $352 billion in 10 
years; big increases in inventories 
in many industries, etc. The private 
and public debt has reached the peak 
total of $258 billion, an increase of 
$50 billion in 1955. The Korean war, 

which was a golden deluge for the 
profit-mongers, also gave a terrific 
shot-in-the-arm to production in gen- 
eral. 

Notwithstanding all these huge 
blood infusions into the national eco- 
nomic system, the “managed econ- 
omy” limped badly. The country, 
during the cold war years, experi- 
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enced two minor economic slumps— 
in 1947-48 and 1953-54, with produc- 
tion falling off in the first period 
by 10 per cent and with the army 
of wholly unemployed mounting to 
some 5,000,000. At the present time, 
although general production is at 
record high levels, there are many ; 
soft spots in the economy, despite 
all the Keynesian subsidy policies 
of the Government. Agriculture con- 
tinues to sink into a slump, there 
is chronic mass unemployment in 

the textile and coal-mining indus- 
tries, and, with a stockpile of 00,000 
cars, far-reaching layoffs of workers 
are also taking place in the automo- 
bile industry. Especially since the 
Geneva Conference of July, 1955, at 
which gathering the peoples of the 
would turned thumbs down on Wall 
Street’s drive for world war, the 
American industrialists are in a 
state of confusion and are fearful 
of the future market prospects. 

The attempt of Wall Street state 
monopoly capital to “manage the 
national economy” took on a new 
spread and intensity during the cold 
war years. For one thing, the Gov- 
ernment set up a number of new 
authorities, agencies, and commis 

sions, to regulate the economy on 
an unprecedented scale in peace 
time, the names of which bodies we 

shall list further along. For an- 
other thing, in a Keynesian spirit, 
the Government built up, along with 
the arms program, an extensive back- 
log of investment projects, at least on 
paper, to serve their need, to bolster 
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up the sagging national economy. 
These include, besides the Eisen- 
hower $100 billion road-building 
program, broad proposals for flood 

control, slum clearance, soil conserva- 
tion, school building, and the like. 
Needless to say, all such proposi- 

\tions, like arms production, if ap- 
plied, would be organized on a 

maximum profits basis. American 
big capital, while relishing the pros- 
pect of a sizeable army of unem- 
ployed, is definitely fearful of the 
recurrence of an economic crisis on 
the scale of the 1929-33 catastrophe. 
A further characteristic of the de- 
velopment of state monopoly capi- 
tal in the cold war years, with its 
“managed economy” implications, is 
the widespread militarization of the 
government, the industries, the col- 

leges, and other key institutions that 
has recently taken place. General 
Eisenhower, as President of the 
United States, is the major symbol 
of this broad tendency. Many of the 
top brass are seeking administrative 
political careers as they approach 
the time of retirement, and there is 
also a veritable flood of generals, 
admirals, and other outstanding mili- 
tarists into prominent positions in 
the upper executive echelons of big 
corporations. It is estimated that 
2,000 of them took this route in 1955. 
Special attention is also being paid 
by these gentry to occupying the 
highest posts in the universities. 
Even as they are tying the industries 
organically to the state machine, es- 
pecially in its military aspects, so 
the top militarists are also making 
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sure that the educated youth are 
made part of the broad and ever- 
expanding state-industrial-education- 
al-military apparatus of American 
imperialism. 

After World War II “managed 
economy” tendencies developed on 
a world scale, with the formation 
of the United Nations, which began 
to concern itself with such interna- 
tional economic questions as tariffs, 
trade, finance, deflation and inflation, 

full employment, and the develop- 
ment industrially of backward coun- 
tries. American imperialism is up 
to its neck in all this. Whereas, fol- 
lowing World War I, the American 
Government refused even to become 
an official part of the League of Na- 
tions, following World War II, it 
was the leader in organizing the 
United Nations and bodies associated 
with it. In the economic sphere it 
was thus a prime-mover in the es- 
tablishment of the International 
Bank for Reconstruction and De- 
velopment and also of the Interna- 
tional Monetary Fund. The basic 
reason for Wall Street’s keen inter- 
est in these various international 
economic-political institutions is to 
use them to advance its drive for 
maximum profits and world domina- 
tion. Such interest is also quite in 
line with its “managed economy” 
tendencies in general. 

Another of the characteristic mani- 
festations of this period has been 
the development of a strong fascist 
trend, in the shape of McCarthyism. 
This threat was cultivated by big 
business and expressed in many re- 
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actionary laws and practices of the 
Eisenhower and Truman Govern- 
ments. There was much pro-fascist 
legislation, including the Taft-Hart- 

ley anti-trade union law, the fierce 
persecution of the Communist Party, 

* 

and the many infringements upon 
popular democratic rights. Although 
somewhat curbed in 1954 as a re 
sult of national and international 
mass pressure, fascism still remains 
a real danger in the United States, 

* 

The concluding section of this article will appear in our August issue—Ed, 


