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By EDWIN R. A. SELIGMAN,

Professor of Political Economy, Columbia Universify

'~ discussing the influence that may be exerted by the present conflag-

ration in Europe upon the economic situation of the United States, it
is important to distinguish between the immediate and the ulterior effects.
The immediate effects are fairly obvious. So far as our home market is
concerned, there is undoubtedly bound to be a considerable increase in
the output of manufactures. Whether or not the oversea commerce of the
world is destroyed by the war, it is clear that there will be a prodigious
disruption in the industries of all the important European countries engaged
in the conflict. Not only will there be an immense check to production
in general, due to the absence of the labor force at the front, but what
little energy is left for industrial pursuits will be devoted in an over-
whelming degree to the production of war supplies.

It is safe to assume, therefore, that irrespective of any interference with
oversea commerce the imports from Europe will fall off prodigiously and
that the longer the war continues the more we shall be thrown upon our
own resources in order to supply the home market. This will mean higher
prices to the consumer, but at the same time a great development of
industry in all those lines where foreign importations have been consider-
able. This natural development will be checked only by the difficulty
of securing the raw material for the supply of which we have been ac-
customed to rely upon Europe. Nor must we forget the great additional
taxation which will be needed to offset the immense drop in the yield
of the tariff.

Of far greater importance, however, are the changes that are bound
to supervene as a result of the diminished European exports to neufral
countries and of our efforts to supply the demand both in the neutral
countries and among the belligerents themselves.



116 LEVANT TRADE REVIEW

Under this head there are three points to be considered: the changes
in raw material; the changes in manufactured commodities; and the
changes in the carrying trade.

Raw Material Exports May Suffer.

So far as raw material is concerned, the chief items are foodstuffs and
cotton. Here everything depends upon whether England or France be-
tween them will be able to bottle up or destroy the German and Austrian
fleets, and thus retain control of the seas. Even if they should succeed
in doing this, there will in all probability be a substantial decrease in the
demand for raw materials on the part of Germany and Austria. This will
mean a fall in the price, which may, however, in the case of wheat, be
compensated, or even outweighed by the smaller yield in England, France
and Russia, as a result of the war, and which may, in the case of cotton,
be somewhat checked by the increased home demand, due to our pos-
sible capture of the world market in cotton goods. If, on the other hand,
the German-Austrian cruisers should not be totally destroyed, there would
be a much greater falling off in our exportation of raw material to all the
belligerents and a much greater diminution of price.

The conclusion would therefore be that, so far as the immediate effects
of the war upon our chief raw materials are concerned, the prospects are
not very favorable as to cotton, and perhaps a little less unfavorable as
to wheat and other food products. We shall be sharing in the inevitable
loss which is consequent upon so huge a war.

Domestic Industry Should Benefit.

In industry, however, the situation promises to be different. Here the
opportunities for, and the prospects of, progress are exceedingly bright.
To the extent that the belligerents will lose their export trade to South
America, Asia and Africa, owing to the general disruption of industry, we
shall have a chance to supply the deficiency, and this deficiency is bound
to be enormous. Even if England and France are able soon to keep the
water lanes open, their energies will be so much ocecupied by the war
as to cause a great falling off in their exports. So far as Germany is
concerned, probably this all but complete cessation of commerce will
afford us an unheard-of opportunity in South America and Asia. There
is every reason to believe that under favorable conditions an immense
impetus will be given, more particularly to the textile and the metal in-
dustries, the influence of which will considerably over-balance any possible
loss from a fall in the price of our raw materials.

An American Merchant Marine.

The favorable conditions, however, to which we adverted in the last
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sentence refer to the possibility of securing the bottoms in which to
transport this vastly increased output of industry. We come, in other
words, to the third phase of the subject, the carrying trade. This is really
the crux of the problem, our ability to develop a merchant marine. It is
well known that in the Napoleonic wars the world's carrying trade was
transferred to the United States, and that for quite a period our com-
mercial prosperity was the basis of our progress. The situation is indeed
slightly different now. At that time France and England, the two chief
maritime countries, were at war. At the present time the combined in-
fluence of England and France is vastly more than a match for Germany
and Austria on the seas, so that we must not expect to see any such
striking change. But even while making allowance for this difference,
our opportunity is great and our need, as stated above, still greater.

Our ability, however, to develop a merchant marine depends upon wise
laws, the absence of which is largely responsible for the present non-
existence of an American merchant marine. There are four ways in which
a merchant marine can be quickly developed. The first is a change in
the laws which would permit our coastwise tonnage to be converted into
an ocean tonnage. The total tonnage in the United States devoted to
coastwise and lake traffic is prodigious and much can no doubt be done
by appropriate legislation to facilitate such a transfer. To the extent,
however, that the coastwise tonnage is so transferred its place would nat-
urally have to be taken, temporarily at least, by railway transportation;
and- it is very probable that this would engender considerable opposition
among the shippers involved, unless, indeed, the railways should find it
to their advantage to make special rate reductions in order to develop
this additional traffic and unless the Interstate Commerce Commission
should permit, during the emergency at least, the necessary differential
charges. In any event, however, some relief can no doubt be secured in
this way.

The second method, that of purchasing foreign vessels, contemplated
by the bill now pending in Congress, will in all probability not be of
great service.

The third alternative would be for the Government itself to fit out
vessels, either utilizing some of its own cruisers or preferably purchasing
ships of domestic origin. It is well known how the Australian Govern-
ment stepped in during an emergency and developed the frozen meat
industry. One of the objections, indeed, to the Government assumption
of such a burden is that the Government ships would have to refrain
most scrupulously from the carrying of any conditional contraband; for
otherwise we should soon be involved in trouble over the neutrality laws.
It 1s perhaps worthy of question, however, whether in an emergency like
the present Government vessels cannot be employed to carry strictly









































































































































































































































































































































































































