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81 BLIOGRAPHV 
on 

Two-Factor Economics 

(The Theory of Universal Capitalism and the Second Income Plan) 

Conventional economic concepts, from Adam Smith through J. 
M. Keynes, and the governmental and business institutions based 
upon them, assume that the performance of labor is the sole or 
primary method of legitimating individual income; that capital 
instruments increase "labor productivity" and that the goal of 
an economic system is to keep labor employed. 

The real world of industrial production, however, operates 
on opposite assumptions: It is constructed on the reality of 
the full productive equality of the two factors of production: 
the human factor (labor) and the non-human factor (capital in 
all of its forms, including land, structures and machines). The 
theory of Universal Capitalism and the Second Income Plan are 
concerned with the proper structuring of an economic system in 
the two-factor economic world, and the updating of pre­
industrial mores and ethical precepts to conform to the techni­
cal facts o.f an economy in which capital instruments produce 
most of the goods and services . 

BOOKS 

THE CAPITALIST MANIFESTO, by Louis 0. Kelso and Mortimer J. 
Adler (Random House, New York, 1958). Also available in 
French, Spanish , Greek and Japanese. 

THE NEW CAPITALISTS, by Louis 0. Kelso and Mortimer J. Adler, 
(Random House, New York, 1961) . Also available in 
Japanese. 

TWO-FACTOR THEORY: THE ECONOMICS OF REALITY* by Louis 0. Kelso 
and Patricia Retter (Random House, New York, 1968; 
paperback edition: Vintage Books, 1968). 
*Title changed after first printing from "How to Turn 
Eighty Million Workers into Capitalists on Borrowed 
Money." 

BROCHURE 

A brochure describing the goals and activities of the Institute 
for the Study of Economic Systems is available from the Insti­
tute's Washington office: 2027 Massachusetts Avenue, Washington, 
D.C. 20036. 



FILM 

THE SECOND INCOME PLAN, the action program for implementing 
two-factor theory (universal capitalism), is described in a 60-
minute stripfilm with recorded narration, designed for showing 
on the Dukane micromatic stripfilm projector (available for 
rental in all Western Hemisphere cities). The stripfilm is 
available for $25 from the Institute for the Study of Economic 
Systems, One Maritime Plaza, San Francisco, California 94111. 

ARTICLES 

"The Case for the Capitalist Welfare State," by Louis 0. Kelso, 
Report No. 10, August, 1962, Institute of Economic 
Studies, Araneta University, Manila, Philippines. 

"Karl Marx: The Almost Capitalist" by Louis 0. Kelso, AMERICAN 
BAR ASSOCIATION JOURNAL, March 1957, Vol. 43, No . 3. 

"Corporate Benevolence or Welfare Redistribution?" by Louis 0. 
Kelso, THE BUSINESS LAWYER, January 1960, Vol. VV, No. 2. 

"Labor's Great Mistake: The Struggle for the Toil State" by 
Louis 0. Kelso, AMERICAN BAR ASSOCIATION JOURNAL, Febru­
ary 1960. 

"Welfare State - American Style" by Louis 0. Kelso, CHALLENGE, 
The Magazine of Economic Affairs, New York University, 
October 1963. 

"Poverty and Profits" by Hostetler, Kelso, Long, Oates, The 
Editors, HARVARD BUSINESS REVIEW, September-October 1964. 

"Cooperatives and the Economic Power to Consume" by Louis 0. 
Kelso, THE COOPERATIVE ACCOUNTANT, Winter 1964, Vol . 
XVII, No. 4. (Published by The National Society of 
Accountants for Cooperatives.) 

"Uprooting World Poverty: A Job for Business" by Louis 0. Kelso 
and Patricia Retter, BUSINESS HORIZONS, Fall 1964. (Re­
printed in MERCURIO, Anno VIII #8, August 1965, Rome, 
Italy; FAR EASTERN ECONOMIC REVIEW, Vol. L #1 , October 
1965, Hong Kong; and winner of the First Place 1964 
McKinsey Award for significant business writing.) 

"Beyond Full Employment" by Louis 0. Kelso, TITLE NEWS, Journal 
of the American Land Title Association, November 1964 . 

"Poverty's Other Exit" by Louis 0. Kelso, NORTH DAKOTA LAW 
REVIEW, January 1964, Vol. 41, #2. 
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"Are Machines Supposed to Make Work?" by Louis 0. Kelso and 
Patricia Retter, CHALLENGE, April 1965. 

"Why Not Featherbedding?" a satire by Louis 0. Kelso, CHALLENGE, 
September-October 1966. (Reprinted in AMERICAN CONTRO­
VERSY: READINGS AND RHETORIC by Dempsey and McFarland 
(Scott, Foresman and Company, 1968.) 

"General Affluence for Canadians via The Second Income Plan" 
by Louis 0. Kelso, EXECUTIVE Magazine, Don Mills, Ontario 
January 1967. 

"Equality of Economic Opportunity through Capital Ownership" by 
Louis 0. Kelso and Patricia Retter, SOCIAL POLICIES FOR 
AMERICA IN THE SEVENTIES, Edited by Robert Theobald 
(Doubleday & Co., New York, 1968). (Excerpts from this 
essay are reprinted in the April 1968 issue of CURRENT.) 

"Eliminating the Purchasing Power Gap through Two-Factor Theory 
and the Second Income Plan" by Louis 0. Kelso and 
Patricia Retter, INCOME MAINTENANCE PROGRAMS, Hearings ... 
Joint Economic Committee, 90th Congress, Second Session, 
Volume II, pp. 633-652 (Government Printing Office 1968). 

"The Second Income Plan: A Contrast," by Louis 0. Kelso and 
Patricia Retter, NEW GENERATION, Fall 1968. (Theme of 
the issue: Community self-determination: the bill and 
the debate.) 

"Income Maintenance through Two-Factor Theory and the Second 
Income Plan," by Louis 0. Kelso. {Statement prepared 
for and presented to the President's Commission on Income 
Maintenance Programs, Los Angeles Hearings, May 23, 1969.) 

ADDITIONAL READING 

BOOKS 

MORAL MAN AND IMMORAL SOCIETY, by Reinhold Niebuhr (Charles 
Scribner's Sons, New York, 1932). 
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THE CHILDREN OF LIGHT AND THE CHILDREN OF DARKNESS, by Reinhold 
Niebuhr (Charles Scribner's Sons, New York, 1944). 

LEISURE - THE BASIS OF CULTURE, by Josef Pieper (Pantheon Books 
New York, 1962). 

OF TIME, WORK, AND LEISURE, by Sebastian de Grazia (Twentieth 
Century Fund, New York, 1962). 

UNDERSTANDING MEDIA: THE EXTENSIONS OF MAN, by Marshall Mc:Whan 
(McGraw-Hill Book Company, New York, 1964; paperback by 
Signet Books, New York.) 

ECONOMIC NATIONALISM AND CAPITALtSM FOR ALL IN A DIRECTED 
ECONOMY, by Dr. Salvador Araneta (Araneta University 
Press, Rizal, Philippines, 1965.) 

IA REFORME PANCAP.ITALISTE, by Marcel Loichot (Robert Laffont, 
Paris, 1966). 

REPORT FROM IRON MOUNTAIN ON THE POSSIBILITY AND DESIRABILITY OF 
PEACE, with Introductory Material by Leonard C. Lewin 
(The Dial Press, New York, 1967). 

POLITICAL REALIGNMENT - A CHALLENGE TO THOUGHTFUL CANADIANS , by 
Hon. E. C. Manning (McClelland and Stewart Ltd., Toronto 
1967). 

BLACK CAPITALISM, by Theodore L. Cross (Atheneum, New York 1969). 

THE NEW ClASS: AN ANALYSIS OF THE COMMUNIST SYSTEM, by Milovan 
Djilas (Frederick A. Praeger, New York, 1957). · 

ARTICLES 

"When Work Won't Earn" by Jack H. Dour.e, Editor; "Three Men 
Pushing Us All to Become Wealthy ' by Anthon1. J. 
Patterson; and "Affluence for All Canadians ' by Winnett 
Boyd and Jon ·W. Kieran, all from the May 1967 issue of 
CANADA MONTH (Montreal). 

"The American Economy: Power and Paradox" by Dr. Norman A. 
Bailey, THE YALE REVIEW, Sunnner 1966. 

"Personal Thoughts" by Winnett Boyd, a Series of Seven Papers on 
the Canadian Prospect. 

"CORE'S Program: Building a 'Second Economy'" by Floyd B. 
McKissick, NEW GENERATION, Spring 1968. 
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"Ownership and Income" Policy Statement of the National 
Catholic Rural Life Conference, INCOME MAINTENANCE PRO­
GRAMS, Hearings .•• Joint Economic Committee, 90th Congress 
Second Session, Vol. II, pp. 653-657 (Government Printing 
Office 1968.) · 

"Economic Development Thru Capital Diffusion" Report No. 5, 
Institute of Economic Studies and Social Action, Araneta 
University, Manila, Philippines. 

"The Crawfordville Story" by Norman G. Kurland and Norman A. 
Bailey, THE COLUMBIA FORUM, Fall 1968. 

"The Relevance of Capital" by Abram T. Collier, President of 
New England MUtual Life Insurance Company. (Copies avail­
able from the Communication Department, New England Mutual 
Life, 501 Boylston Street, Boston, Massachusetts 02117.) 

. . . 
"A New Look at Taxation," an address by Frank s. Capon, Finan­

cial Vice President of DuPont of Canada Limited, to the 
Canadian Chamber of Commerce, October 2, 1968. 

"The Keynes Mutiny," by James T. McCausland, FINANCE, August 1969. 

INSTITUTE FOR THE STUDY 
OF ECONOMIC SYSTEMS 

. 2027 Massachusetts Avenue, N.W. 
Washington, D. C. 20036 

(202) 667-5800 

One Maritime Plaza 
San Francisco, California 94111 

(415) 397-4600 


