
made at all until a great crisis is upon 
us-which it is-and is perceived as 
such- which it is not." He returns sev- 
eral times to the parallels between the 
economic shape of the country and that 
of New York City several years ago. He 
mentions he has k e n  talking with 
Felix Rohatyn; the mastermind of New 
York's "rescue" from bankruptcy. 

The forcign policy crisis is very 
much n domestic economic crisis dis- 
'rupting our international relations. Sol- 
vency is not only economic, to be sure. 
The title theme is borrowed from Wd- 
ter Lippmann's "fundamental principle 
of a wise foreign policy": that a nation 
be solvent in the sensc of bringing into 
balance, with "a comfortable surplus of 
power in reserve," its commitments- 
economic, political, military-and its 
power. Very much the villain in  
Chacc's analysis is Lyndon lohnson and 
his Vietnam war-a classic and dims- 
trous instance of throwing the nation 
into insolvency by spending beyond its 
means in a cause outside its interests. 

Chace strikes a modcratc tone in 
most things. He is, for examplc, a con- 
ventional economic conservative in be- 
lieving that taxes must bc increased to 
cover expenditures. Thus he does not 
deal with the "supply-side" orthodoxy 
new to our national budgeting with 
President Reagan, in which living and 
producing beyond our means results in 
the means to live. In this and other con- 
nections it is too bad Chace penned his 
essay at the end of the Carter era and 
has been able hurriedly to insert only a 
few references to the directions of the 
new administration. The  resultant 
problem of tenses may leave the reader 
wondering iust whom or what Chace is 

_____ 

Editor's Note 
Humanitarian Diplomacy, by Tom /. 
Farer,  reviewed in the May h e .  wac 
publidled by NYU Pxm. 
RE "ComitutionMakmg in C m  

do." by Ricbard S. Kay (May). It wac 
stated on page 22 that the constitution- 
al amendment procemUe propaced by 
the Truderm gwemment invohres "a 
national referedm following approval 
of the amendment by si. provinces." 
This should read: "The proposed 
amendment machinery penni'u a refer 
endum on a CoZwtjtLltiod amendment 
to be adled by the federal government 
in the absence of provincial approval, (U 

an alternate method of ratifhtion." It 
U the pauibihy of dispensing with 
agreement by provincial g o v ~ n t c  
that amuw m e  of thc mart vigoroua 
oppasition to the Trudeau p h .  
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criticizing. For insunce, he is not h a p  
py with the global antiCommunist 
crusade that was U.S. foreign policy 
some time back. Neither is he happy 
with the more specifically targeted 
anti-Sovietism that has emerged since 
Afghanistan, since, he notes, many 
problem areas, such as Latin America, 
have little or nothing to do with the 
Soviet Union. The reader wondering 
about the debate over Nicaragua and El 
Salvador will find no help, indeed no 
mention of it, here. 

Mr. Chace correctly urges that we 
order our interests in a more orderly 
way. That means our economic house 
and our  rclationships with allied 
houses. It means giving priority to the 
alliance with Western Europe and Ja- 
pan rather than surrendering to obses- 
sive anticommunism or anti-Sovietism. 
Reflecting on the nervousness of Euro 
pein leadership during the Carter presi- 
dency, Chace, in the best tradition of 
people who have thought seriously 
about international relations, urges us 
to prize rationality and predictability. 
He wishes there were more of both in 
the foreign policy of the nation which, 
despite its construction on "the windy 
scaffolding of credit," is still our best 
hope in  an "increasingly anarchic 
world." It will no doubt be worth the 
wait for Mr. Chace's essay on the 
"new" foreign policy of the Reagan 
administration. 

INEOUALITY IN AN AGE 
OF DECLINE 

by Paul Blumberg 
(Oxford University Press; xv + 290 pp.; 
$15.95) 

WiUiam B. Neenan L. 

This book falls into that pcssimistic 
clustcr that includes Rolxrt Heilbron- 
er's Inquiry Into the H u m a n  Prmpect, 
Richard Barnet's The Lean Yeurs, and 
Lcster Thurow's Zerosum Society. All 
provide a gloomy prognosis for the 
cconomy and society in the near and 
intermediate future. But these other 
books offer a more or lcss unified 
framework for analysis, while Blum- 
berg's- though chock-full of data, sur- 
vey results, and anecdotes- fails to 
come together in  a compellingly coher- 
ent and significant tale. 

Blumberg's viewpoint is certainly 
clear. The  American economy has s tag 

nated, and for the first time Americans 
are bearish about their prospects for the 
future. Those in the lowest strata of 
society are falling ever farther behind 
those above them. Only in  the last 
chapter does Blumberg allude to any 
positive signs-an increase in  toler- 
ance, personal freedom, and political 
liberty in our society that he attributes 
io such factors as the continuing urban- 
ization of America, the eradication of 
"the idiocy of rural life," and the 
increasing numbers who have received 
a collcgc cducation. 

I find this book basically unsatisfy- 
ing. Take the question of "class," 
which is central to Blumberg's analysis. 
Nowhere docs he carefully define it. 
His discussion ranges broadly, even in- 
discriminately, over income distribu- 
tion, the "working class," and participa- 
tion in high culture-attendance at  
dance, opera, and art events. Rut prc- 
ciscly what follows from this? 

In the first two chapters Blumbcrg 
argues there has been no "clasi conver- 
gence" or reduction in "inequality" 
since World War 11; and in  the last 
chapter he concludes that during the 
1970s the real income of the "lower 
strata" has actually fallen, relative to 
higher income groups. If he is simply 
indicating that from 1945 to the early 
1970s all income classes shared more or 
less proportionately in the increased 
productivity of the American cconomy 
and that the ensuing inflation com- 
bined with little or no economic 
growth has reduced somewhat the rela- 
tive position of the lowest income 
group, many observers would find this 
unexceptionable. 

But clearly Blumberg has something 
more in mind: "The America we have 
always known is disappearing. bcfore 
our eyes." We are not merely experi- 
encing a temporary pcriod of economic 
hardship; "the stagnation of American 
capitalism may pull the props out from 
under the society's main belief system 
and provoke a crisis of meaning, p u r  
pose, and personal identity that will 
end in  anomie and collective malaise." 
In this scenario "class".cannot be 

simply a statistical group indicating, for 
example, the lowest or highest dccile in 
an income distribution. Rather, "Amer 
ican class consciousness is genuine 
enough to manifest itself politically in 
virtually every election." Youngstown, 
in  Mahoning County, Ohio, should 
offer a most favorable setting to test i n y  
hvwthesis concerning the existence of. 



politically self-conscious classes in the 
United States. What does the record 
show in this most depressed of coun. 
ties? In 1960, Kennedy received 61 per 
cent of the vote to Nixon's 39 per cent; 
in 1972, Nixon outpolled McCovern 51 
per cent to 49 per cent; and in 1980, 
Carter received 51 per cent of the vote, 
with Reagan garnering 40 per cent and 
Anderson 9 per cent. The outcome of 
the Kennedy and McCovern elections 
can be as easily explained by religious 
identification and social values as by 
proletarian consciousness. And the 
strong vote for Ronald Reagan in 1980 
certainly does not offer solace to those 
who view unionized workers as the 
U.S. vanguard of a European form of 
k i a l  democracy. 

Blumberg prefers to explain wage 
levels by political power and not by 
market forces, and this weakens his 
analysis in several places. After a re- 
view of the time trends of income lev- 
els in various industries, he concludes 
that the relatively favorable experience 
of the steel or auto worker between 
1968 and 1978 has not been due to hold 
ings in "gold, silver, stamps, coins, 
antiques, or baseball cards," but to "a 
strong union behind him." There is 
some truth in this, but the unemployed 
steel and auto workers in Youngstown 
and Detroit in 1981 still do have strong 
unions, and yet they are unemployed 
because the demand for their products 
has plummeted. Presumably the drop 
of 17.5 per cent in the real income of 
full professors between 1967 and 1978 
is .due primarily to market forces and 
not to the absence of unionization. Sal- 
aries in higher education grew dramati- 
cally during the 1960s without unioni- 
zation when expansion, was in full 
stride, and they have begun to slide 
only as that industry has entered a peri- 
od of decline. Supply and demand are 
still useful concepts for explaining 
some economic phenomena. 

The explanations Blumberg offers 
for the collapse in the rate of productiv- 
ity increase in the U.S. since 1973 are 
not nearly as compelling as he would 
have us believe. The rate of productivi- 
ty growth in the United States was high 
by historical standards from 1945 until 
1974, even though it began to slacken 
toward the end of the '60s. For Blum 
berg the collapse in the '70s is adequate 
ly explained by the impact on the 
domestic civilian economy and on our 
international competitiveness of three 
factors, what Seymour Melman has 

called the "permanent war economy," 
the international diffusion of technolo- 
gy and managerial knowhow, and di- 
rect foreign investment by American 
business., Other students have taken a 
more skeptical stance. Edward Denison, 
for example, reports that "beginning in 
1974 the situation became disturbing 
and also puzzling, The productivity 
trend turned far more adverse, and the 
influences responsible for the slow- 
down prior to 1974 were no longer suf- 
ficient to explaining the shortfall from 
the earlier trend" ("The Puzzling Set- 
back to Economic Growth," Challenge, 
NovemberIDecember, 1980). Denison 
has examined seventeen possible expla-, 
nations for the sudden collapse of pro- 
ductivity after 1973and notes that mast 
of them, including some similar to the 
three proposed by Blumberg, could not 
have come into play suddenly only 
after 1973. The disturbing aspect of this 
slowdown is that i i  is general among 
industries in the U.S. as well as in most 
foreign industrial countries, where of- 
ten the reduction from the earlier rate 
of growth has been even greater than in 
the United States (points ignored by 
Blumberg). The puzzling aspect i s  that 
no explanation has been offered that 
adequately explains the data. 
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