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- Never-Ending Lending-Spending

By Frank Chodorov
: a8

The lending-spending program of
the administration as a means of
stimulating industry is based upon
economic assumptions which both
logic and experience prove fallacious.

In its general aspects, this pro-
gram assumes that production can
be stimulated by the wider diffusion
of the existing stock of wealth. By
taking, through tfaxation, from one
group of people and giving the pro-
ceeds to other Eroups of people, con-~
surnption will take place, so the the-
ory goes, and through this consump-

tion productive aectivity will start.

This is like saying a family will be
hetier oif if It divides its fixed in-
come not only with its own mem-
bers hat with the members of an in-
digent family, ‘

The fallacy in this assumptlon is
that consumption of goods iz a thing
apart from production of goods,
whereas the two operztions are mere-
ly two phases of the same sconomic
process. When 1 produce shiris I
am really producing steaks for which
the shirts will be exchanged. If 1
conswme things for which I have
produced no equivalent values, T am
merely depleting the existing stock,
and the more I consume without
producing the more T depiete this
stock. Whether the things I consume
are given to me by a charitable per-
son or government, or I take them
at the point of a gun, the resulf, ec-
onomically, i3 the same. Therefore,
the ‘only way to increase the na-
tional stock of wealth is to pro-
duce; and the only way to produce
is to apply labor ito mnatural re-
sources, Consumption will
production, for the be-all and end-ail
of production is consumption.

Agein,  the “spending” program
proceeds from the economic faliacy
that the distribution of wealth is de-
termined by human laws, that it can
be definitely planned and regulated.
The production and distribution of
wealth can be compared to a seessaw.
In order to keep the see-saw .on an
equilibrium there must be an increase
at both ends.
crease distribution without at the
same time Increasing production
must result in an unbalance.

Thigs lack of balance between pro-
duction and dgistribution may %Sy
force of law benefii some people at

‘fundamental law

_prerequisite for Pusiness,

follow

Any attempts fo in- -

the expense of others, temporarily.
But its ultimate effect is to decrease
production. This arises from the
that men work to
gatisfy their desires and any human
measure Whick deprives them of the
result of their efforts fends fo dis-
courage production; Although stu-
dents of taxation, including those at
Washington, realize this fact, polit-
ical considerations prompt them to
adopt measures which are in direct
contradiction to spund reasoning.

The “lending” part of the program
1s even more fallacious than Lthe
“spending” part. For it assumes
that the injection.of capital inte in-
dustry is necessary for the stimula-
tion of industry., If capital were a
then no
business could grow beyond the lim-
its of the capital available fo if. Wet
the records of businesses which have
started with smali capital and have
increased their. capital structure
through enferprise indicate induhbi-
tably that the origin and develop-
ment of industry depend upon some-
thing else than capital, The indus-
trial growth of the American na-
tion is the best proof that capital is
net a prerequisite for the develop-
ment of bhusiness.

While not expressed in so many
words, the “lending" program is
closely related to the fallacy that
wages come out of capital. In the
utterances of the President and his
followers (and his predecessor), the
thought that lending money to in-
dustry will result in the immmediate
employmeni of more help predomi-
nates. While of course it is recog-

ized that future wages
from the inecreased preductivity of
labor, the hope that an immediate
employment of labor will result from
a distribution of cheap capital is un-
doubtedly based upon the assump-
tion that wages come oul of capital.

The fsci that there is an unlim”
ited amount of capital looking for
empioyment, and that sound indus-
tries have no difficulty in securing
whatever capital they may need, at

will come’

very Iow rates of interest, does not
seem to carry weight with the “lend-
ers.” If such a thought should oc-
cur to them, they would revert to
the “spending” part of their pro-
gram as a method of stimulating
that effective demand for which the
“lending” was done. Thus we have
the economie dog chasing his tail—
and with the same resuif. 7

Perhaps the most fallacious part
of this- program is the atfempt to
create wealth through public works
projects. It is based upon the so-
cialistic {hought that the satisfac-
tion of human desires can best be-
obtained through socially directed en-
terprise. Even those who propose
these projects will admit that the
spontaneous division of labor called
forth by a competitive system resuifs
in greater productive efforis, and
therefore iIn greater satisfactions,
they nevertheless hope thai{ somehow
the forced stimulation of work will
produce similar resulls.

In & competitive system, free from
monopoly, sccially necessary projecls
will arise when, a3, and if they be-
come desirable. No atiempt fo pro-
duce things for which there is no
proximate need can satisfy cesires,
and therefore is wasteful. To pro-
duce shoes for barefooted aborigines
before they have learned to want
shoes would be sheer waste of el-
fort. In a competitive field the pro-
duction of undesired things checks
itgelf, and therefore waste iz elim-
inated. Produciion may attempt to
fathom an unexpressed desire, but
never can it anticipate a future de-
gire.

Make-work programs, because they
are motivated by political principle
rather than economic law, have the
fendency of producing things not
needed for the satisfaction of human
desires, and are therefore not con-
ducive to happiness. Waste is nol
production, it is destruction. For in-
stance, building a concrele read in a
desert is as destructive of human
effort as the burning down of a
house, For, since the road would

" serve no economic use, the labor ex-

pended in the building of it would

. not serve the satisfaction of desire

~—whichk is the sole purpose of pro-
duction.

Where public projects are of a de-
glrable character their primary effect
is to increase the value of the land
they serve, thus increasing rent at
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{he expense of wages and interest.
Therefore the make-work program of
the “lenders-spenders” must eventu-
ate in the decrease of that return
to labor and capital which the pro-
‘gram hopes to avoid.

The most recently announced pro-
gram of the President is no different

from the ineffective prograins of the

past five years, which have increased
our natipnal debt burden by fifteen
billion *dollars (and resulted in “re-
cession'), no different from the
make-work programs of Hitler, Sta-
lin and Mussolini, no different from
the make-work programs of Pericles

9
and the Pharaghs., The result wiil
likewise be the same,

When g ship's compass is fallacious
the craft not only does not reach its
destination but is guite likely to
founder on ihe rocks. When a po-
litical polity rums contrary to nat- -
aral law, human happiness is at stake.




