L.64- g9

-
-

Copy No,

MANAGEMENT'S VIEW OF CURRENT U.S, ECQNOMIC POLICY

Mr. Theodore G, Yntema

o

NOTICE

T o

i
L R N D ok e s e et o e ]

This lecture has not been edited by the speaker. It has
been reproduced directly from the reporter's notes for the
students and faculty for reference and study purposes.

You have been granted access to this unedited transcript
under the same restirictions imposed on lecture attendance
namely, no notes or extracts will be made and you will not
discuss it other than in the conduct of official business.

No direct quotations are to be made either in written
reports or in oral presentations based on this unedited copy.

Reviewed by Col R, W, Bergamyer, USAF on 20 November 1963.

INCUSTRIAL COLLEGE OF THE ARMED FORCES
WASHINGT 3N, D. C,

TEIA N Ty 4
r)‘)uu -y



MANAGEMENT'S VIEW OF CURRENT U.S. ECONCMIC POLICY

7 Neveaber 1963

CONTENTS
Page
INTRCODUCTION~-Vice Admiral Rufus E. Rose, USN, Commandant,
ICAF.QJ.'.O\JJJOOOOODOOVOOOQOO.000000050000)0000000000 1

U)
E

AXER--Mr, Theodore O. ¥Yntema, Director, Vice President, and
Chairman, Finance Committee, Ford Motor Companyceoccccvoeo 1

CENERAL DISCUSSION.o.. -

PLOIDEOIVOEOBOIODNI0I00I000CG0O0000DRRODAICORD 25

NOTICE

This lecture has not been edited by the speaker. It has
been reprccuccd dirzciiv frem the reperier's notes for the

students and faqvl b Ton o woLorore 3G TUTIeSeS.
R : - R R . N r-aﬂocript
You have Yooy RN : A A
upder bl »handance
rET L ye 1oohma o el ou will not

il
usiness.

discuss it cuhier lian foo TLo o olmoouy o

“rer in written
thiis unedited cOpPVe

Neo direct cuvs

Reviewed by: CkiLli W. Bergamyer, USAFote: 20_-November-1963

Reporter—--Grace R. O'Toole

")
5 2

Publication No, L64-62
INDUSTRIAL COLLEGE OF THE ARMED FORCES

Washington 25, D. C,



/
, .
MANAGEMENT'S VIEW OF CURRENT U,S. ECONOMIC POLICY
A 7 Novembar 1953
-~ ADYIRAL RCSE: Gentlement In our study of U, S. economic policy

certainly a very important part of it is the view of top industrial~
ists on just that subject, because it is, after all, for what the U, S.

tates makes that one pays the taxes—-except the small part that we pay,
of course, in our personal income taxes——and also controls what we do
in overseas trade,

As you have seen from his biographical sketch, we are doubly for-
tunate to hear from a man who has both theoratical knowledge'and a
practical business man's understanding of economics,

Mr. Yntema, who is a Vice President, Member of the Board of Directors,
and Chairman of the Finance Committee of the Ford Motor Company, will
discuss "Management's View of Current U. S. Economic Policy,"

Gentlgmen, Mr, Yntema,

MR. YNTEMA: Thank you, Admivral. I am genuinely honored to be here
and to participate in your studies., Let me say that, as I looked over
the curriculum for Unitz III, “Economic Policies for National Strength,"
I was very much impressed by the quality of the planning and analysis
and the excellence of the work that went into it, and 1 congratulate
whoever is responsible,

I was a school teacher for 25 years, and 1 never liked to lecture,
but I did like to discuss things with my classes. It may not be the

practice here to interrupt, but if it were appropriate I would suggest



that any time you want to ask a question that you do so, and certainly
I look forward to the discussion after my general remarks,

I have been asked to do an impossible job. You'fve looked at the
scope of the subject matter, 1 have been asked to present a critique
of all this from the management viewpoint., Of course this is impossible.
Business men don't have a viewpoint., They ars not quite as different as
the whole range of the citizeary but their views do range OVer a Very
wide spectrum that has many dimensions, from the uninformed to the well
informed, from really quite naive views to highly sophisticated ones,
from stupid ©o intelligent, and from narrowly selfish to very broad-
gauged, deep concern for the public interest,

But there are some similarities and views, apd I think these stem
fron the experiences of the business men, that do tend to condition
them in some respects. I should say that business men, like you, wear
two hats. In the first place they are business men, and they are strug-
glinz in the écoaomic and the political arena with othér forces, In
the second place they are citizens, heads of families, and they are
concernad for the welfare of the country as far as their own life is
concerned and the lives of their children and other people. These
sometimes involve conflicting points of view,

My comments, of course, necessarily reflect my own background
both as a professional economist and as a business man, and 1 don't

want you to think that my views are necessarily typical, but 1 think

2



they are not atypical of the kinds of views that are held by the kind
of people, sort of business men, who get together in the Committee of
Sconomic Development. This is an organization with which I have been
agsociated for the past 20 years, I think most of you know about it,

It is a rather rémarkable organization, because this is a group of
business mena, and very busy business men, too, mostly heads of com-
panies, who try to pick out the imﬁortant econonic problems of our time
and then to try to study them in depth with the best technicél assistance
they can get, and then try to arrive at policy recommendations in regard
to these problems,

Now, I have been asked to appraise current economic policy in regard
to economic stability, economic growth, capital investment, unemploy-
ment, automation, labor-management problems, and aﬁtitrust problems,
Well, 1 am going to rearrange theses subjects, and 1'1ll add a few more
so I won't be fenced in,

I think it might be interesting to you if I just read the list of the
titles of the policy statements that have been issued by the Committee
of Economic Development, the business men's group, as I said, over the
past 5 years, beceuse it will give you some idea of what concerns them
and the subjects on which they, I think, deal with, if they can, with
the best technical help, and have something worth‘while tc say., 1'1l

1

just read the list of these.
Economic Growth in the United States.

Defense Against Inflation.



Policies for Price Stability in a Growing Economy.

The Problem of National Security: Some Eccnomic and Administrative
Aspects,

The Budget and Economic Growth.

The European Common Market and Lts Meaning to the United States,

Paying for Better Public Schools,

National Objectives and the Balance of Payments Problem,

Guiding Metropolitan Growth,

Growth and Taxes: Steps for 1961,

Cooperation for Progress in Latin America,

The International Position of the Dollar,

Distressed Areas in a Growing Economy.

Fiscal and Monetary Policy for High Employment,

FEconomic Literacy for Americans.

A New Trade Policy for the United States,

An Adaptive Program fov Agriculture, (When we got that one done
all hell broke loose, as you may remember,)

Reducing Tax Rates for Production and Growth,

Japan and the Free World Economy,

Now, the subjects on which the group are currently at work are
the following:

International Financial Systems,

Lzbor Policy Toward A Balance Between Union Power and Union Function.

Economic Development in the Central American-Caribbean Region.

Next Steps in Trade Negotiations,
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The Use of Agricultural Surpluses in Foreign Assistance.

The Role of Indirect Taxes in the Federal Revenue System,

The Adaptation of the Economy to Changes., (This includes automation
et cetera.)

Collegiate Education for Business,

Urban Transportation.

Improvement of Government Management,

This is the kind of thing that business men who are trying to think

p
about the.problems of the economy have concerned themselves with,

Today I'd like to make just a few comments on these very large sub-
jects. There are seven subjects on which I wanf to make briéf cbserva-
tions.

The first is the scope of government versus the scope of privaté
economic activity,

The second is the preservation of competition in the economy. In
particular, a few words on antitrust regulation,

The third is the grants of wonopoly privelege to some groups in the .
economy——agriculture and labor-—the unions,

The fourth is economic instability, that is, inflation and depression,

The fifth is the adaptation of the economy to change; This involves
some observations on autcmation and structural unemployment,

The sixth is the conditions for economic growth.

Then just a few comments on the role of management in business, and



First, the scope of government and the scope of private economic
activity., I think that most business men think government is too big,
This is a more or less uniform reaction. In part I think this is the
reaction of business men who have to pay very high taxes, at least mar-
ginal taxes, if they make'any money, But i don't think it's just that,
I think it is also something more than that. 1 think the business man
sees what happens. That is, taxes.encroach on incentives to work and
invest. He sees the Government take perhaps three-quarters or nine-
tenths of his own income and over half of other income. The Government
is a major partner in his business.

He has some difficultles as a small business man in accumulating
capital which is needed for his operation. He sees some inefficiencies
in government operations. He sees this lack of relationship between
benefit and cost., I mean, the government services are by and large for
free, Of course they are scarce when they are for free, as far as the
particular individual is concerned, or groups. BHe sees the clamor for
government expenditures by groups to be benefited and the very large
sums that are spent for the benefit of certgin pressure groups. He
éees the use of Federal funds for political purposes., This is also true
of State and local funds? And he sees the more or less occasional graft
in governaent,

Now, I am not saying that business is pure., That's not the point.
But he does see these things happening. I think he gets concerned about
them as a citizén; And I think he takes the view in general that, of
course, there are many things that the Government musg do. Government

-
o]



obviously has to conduct administrative, executive, legislative and
judicial functions. I think it has to have an activity for national
defense, You wouldn't conceive of that being done aon a private basis,
by mercenaries., You have to have a law-enforcement agency, and so on.
You must also have control of the money supply. These are traditionally
government functions, although not entirely, if you go back.

The business man sees that thé Goveranment has gone a long way beyond
that, and there are many cases where wori might be done by government
or by private activityo I think he feels in general that if there is a
more or less even balance you had better pump on the side of private
activity.,

Now, tlHe business man, however, will take the opposite point of view
when his own community is involved or when his own business is involved,
He will clamor just as loud as anybody else to get a contract or to gef
public works that will benefit activities with which he is associated,
This, of course, illustrates the contrast betéeen his views as an individ-
ual, with particulay interests, and his views, I think, of the general
economy .

But still, as a general thing, I think he has antipathy toward ex-
cessive public spending. he current business support for tﬁe tax bill,
in‘spite of the fact that there is the deficit, and with the realization
that the deficit can be increased, at legst temperarily, by the tax cut,
I think stems largely from the view that government is too big, and that
the onlj way you can keep it from getting ﬁigger is not to let it have
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more money. 1f the revenues of the Government are reduced, probably
the expenditures will be made somewhat to f£it the receipts,

On the other hand, the business man isn't totally logical in all
this., He will accept what has been and what is. I mean, our postal
system is a socialist institution and everybody accepts it. On the
other hand, the telephone business is a private operation., Our higher
education, for example, is conductéd in our State universities as a
socialistic actiﬁity, too. We provide something at é cut-rate price,
These sorts of things get accepted. 1 sometimes think we don't scru-
tinize them carefully enough. Just because they have been this way
doesn't mean that they should be this way.

Let me say that in large part I share the views of business men
that government is vevry big. It's bigger than it has ever been. The
total revenues of government take over 30 percent of the total net
national product, that is, gross national product less the consumption
of capital. It takes about 31 percent. This has been growing grad-
ually both because of the increase in State and local expenditures and
of course the Federal expenditures,

I do share the view that these very high taxes do affect and dis-
tort economic decisions and that in many instances governﬁent spending
is wasteful, not always, but maybe so, and that government spending
for special local benefits, especially where competitive bidding is not
feasible, poses a very, very great hazard to our public and political
merality. This is something that might concern you in the Defense
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Department., You've seen some of this happening already. The boon-
doggling and the pork barrel for rivers and harbors are just nothing
as compared with what could bappen in the area of defense expenditures
if you don't have effective competition and an cbjective sort of basis
for'choosing who gets what. -

Well, there is much more that ;ogld be said about this. By and
large, 1 think that competition is ﬁore effective than government regu-
lation and that competition and the attendant freedom of choice really
do provide the necessary foundation for the way of life as we have it,

If government gets ;oo big, interieres too much, and does oo muach, X
think we lose a great deal of personal freedpm, and perhaps eventually
we could have a change even in the political syétem° I don't want to
cry, *Wolf! Wolf!M but I think that our views and our personal freedoms
are founded to a considerable extent upon our economic freedom,

This leads to the next point, and that is preservation of competition,
T think generally business men believe in competition and the necessity
for antitrust laws. Of course, again we are ambivalent with respect to
this, Most of us like to escape from competition. We want security.

So we will differentiate our products and we'll advertise the differentia-
tion, If it is possible to patent somethiné, we try to get protection
that way. 1 mean, ﬁg all tend to escape from competition although we
believe in it,

But at the same time I think that, even though we we always do try
to escape from it, we also realize that we must have competition in order
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to keep prices down and in order to stimulate product improvement and
cost reduction. Now, as regards thg,administration of the antitrust
laws, 1 think management views are sometimes quite critical. On occas~-
ion--and this has been highlighted in the papers—-the antitrust laws
and facilities have been used as a club to threaten and to harass busi-
ness men, and 1 must say this is bitterly resented, and I think rightly
so, I don't think it is an appropriate activity of government to use
the laws and the powers of the Government to accomplish some other aim
than that which is written into our statute bookse:

1 think that Business men resent, too, the efforts by meén in public
office to make a name for themselves by attacking big business, Some of
this goes on., Penple are concerned with their own reputations sometimes
as mich as they are with the welfare of the country.

Now, as regards the legal aﬁd technical aspects of the antitrust
laws, 1 simply don't know enough about them to comment., Let me come
to my next point, These are more or less random observations that may
spark some reactions among you.

The next point is monopoly grants of powey, and in partieular
the grants to agriculture and to labor. Now, in agriculturs there is
an interesting situation. Of course the problem is this, that demand
for agricultural products doesn't have a high income elasticity. As
incomes go up we don't eat a lot mores; We do eat some higher cost
foods but our consumption of agricultural products doesn't expand the
way our coansumption of travel does. In the last 50 years travel per
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capita has increased twelve fold, but we don't eat twelve times as much
per capita as we did 50 years ago.

So you have a situation in agriculture in which the demand is not
expansive as incomes increase., There is an extremely rapid increase in
productivity in agriculture. The output per man hour in agriculture
has been going up about twice as fast as it has in manufacture. What
this means, of course, is that we don't need as many resources to pro-
duce a given amouﬁt of agricultural products. So that you are going .
to have an oversupply of agricultural products unless you movg resources
out of agriculture.

This is one of the criteria of progress, Russia is in t?ouble
today because she can't achieve the same kinﬁ of efficiency in agriculture
as we do, This creates a problem here because the resourées don't move
out fast enough~~the people don't move off the farms fast enough--into
other kinds of occupations. There is a sort of nostalgic view of agri~
culture, and I think rightly so, as being a kind of bedrock to the
country's political structure., So what has happened here is that we have
used the powers of government to establish controls over supply and
monopoly prices for many farm producis. As a result there are resources
kept in agriculture that could be very useful and productive in other
activities,

It isn't a simple thing to get them out, but they are moving out.,

I mean, people are moving off the farms, and they will go off the farm
as productivity ;n the farm increases. But in the process what we have
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done is to slow up this movewment, and we ha;e also spent very, very
large sums of public funds. The cost of storage of these products
has run as high as a billion dollars a year, which is a lot of money,
to keep things stored. The total expenditures for agriculture, one
way or another, have run about as high as half of the total income
produced in the agricultural sector of the economy. They're simply
€noTmous,

This is cne area where I think we have relative inefficiency. I'm
not criticiziné the farmer., He's got a tough situdtion and he isn't
getting rich off this. But what we need to do is to help thg people to
move off the farms into other productive activities, because'they are
just not needed on the farms, |

The problem of labor is probably one of the most perplexing struc-
tural problems we have. It's got all mixed up with slogans and what
not that lsbor is not a commodity, for example, and the attitude that
the more monopoly power unlons have over wages the better. These, 1 thihk,
are beginning to be brought into question. Let me say this, please, 1
am going to talk quite frankly about labor. Please don't quote me, 1
don't want to get into a fight about this. You are going to have a
labor representative coming up. Don't say that Ted Yntema said soc and
so, if you don't mind. Let me talk very frankly and strictly off the
record, And don't say a previous speaker said so and so.

I'd just like to raise these questions with you. Here is a real,
deily, tough prol;lem° This was on the agenda for the Committee for
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Economic Development, I was a research director over 20 years ago.
For 20 years we have stewed over this, and we don't know what to say
about it. There isn't any doubt that 1f you go back a goodly number
of years the boss took advantage of the relatively weak position of the
worker in many cases, and the workers did need to organize to protect
themselves, to preserve their dignity, and to have some sort of equality
in dealing with employers.

Well, then the pendulum swung away, away over, and it's a general
feeling, I think, among union leaders that they ought to b able and
are justified in getting all they can by their power. The more power:
they have the better, and the more they can get the better, énd the
more rapidly they can push up wages the bett';er° Well, let's take a look
at this one.

The fact is that, in spite of all the union developments——and only
about 25 percent of the workers are unionized—-tha share of salaries
and wages in the total natiomal product really hasn't changed very much.
It's just about the same, in spite of the changes. Money wages are
pushed up in some cases, but these union worksrs, by and large, are not
the bottom of the heap. Union workers are middle~income people, most
of them, It is true that the union workers in many instances are enabled
to get substantially higher money wages than they would have got if they
weren't in unions. This comes out; I think, of the hide of the people
who are abova them and the people who are below them, because those who

are not in unions and don’t have the monopoly power have this situation
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to face: When the unions force up wages in the unicnized area, this
means that fewer people will be employed in that area, because we'll
have more substitution of machinery. This means 'that there are going
to be more people employed in the nonunion areas, and this will tend

ﬁo keep wages down in these other areas. Whether this works out to

the good of the country, I think, is really somewhat doubtful~- fo have
as much power over wage’ rates as some unions do possess.

This raises another problem on which economists don't wholly agree,
by any means, and that As the exten% to which union power produces a
cost-push inflation, that is, the tendency to push wagas up year after
year, even though there is an adequate supply of labor. Ordinarily, if
there is a supply of a commodity and the current price exceeds the demand,
you find that price goes down. This does not happen in the labor market,
Wa have excessive unemployment, but wages don't drop; they go up so fast
that you've got something operating here which is different from the or-
dinary warket processes,

This raises a very fundamental difficulty for fiscal-monetary policy.
Perhaps 1 ought to just move to that now, to the question of economic
stability , and inflation and recession. In recent years we have had B
really quite a high degree of price stability, but we've also had a
good deal of unemployment, averaging about & percent, ILE you are willing
to toleraté that kind of unemployment, it is quite apparent that you can
get economic stab}liﬁy-—a fairly stable price level and probably protec—
tion against depressions, -
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On the other hand, that's not a very satisfactory situation. We'd
like to have more people at work and less unemployment. Here 1'd like
to interject, I don't know how many of you know all this, 1 don't want
“to talk about the obvious., But I think our economic situation as far as
stagility is concerned is quite different from what it was pre-1930 or
even pre-World War LL. What has happened in the last 30 years is, first
of all, that we'lve gone off the goid standard, You can't yank the rug
out from underneath the money system. | )

In the second place, we've got a pay-as—-you—-go tax system, and
also some unemplayment compensation, and these provide automgtic sta~
bilizers. If you want to know more about it, I'll discuss it, but
I have limited time,

I think we know a great deal more about fiscal and monetary poligy
than we did 30 years ago. 4&nd 1 think we've made great progress in the
structure of our economy, and also in our knowledge about how to deal
with economic instability.

I think that there are just two critical problems here., I don't mean
everything is perfect. T mean the really important problems are twa.
One is the problem that is created by cost—push inflation. The other
one is the balance of payments problem. These are the two things that
hem in the possibilities of using monetary and fiscal policy to achieve
econonic stability,

We don't haye the answers to either one of these, to be frank about 1t.
These gga two major unsolved problems. If we are going to use monetary
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and fiscal means to increase demand, to incresase economic incentives,
to get things going, to expand production, then we must have enough
competition in the system among businesses and among workers also

so that, as soon as you get expansion of aétivi;y, prices dén't start
to go up too fast. This is one of the critical things.

The other is the problem of the balance of payments. I know this
is & very sensitive sort of thing°. Maybe 1 shouldn't talk about it at
all. There is a lot of myth and a lot of tradition, and 1 suspect a
whole loi of things that aren't so in this area. If you loo% back to
the middle 1920's, if anybody had said, "Look, in the next 10 years we
are going to go off the gold standard, and it's a good thing'to do this
domestically," I think he'd have been callea a Communist or worse,

And this now has happeﬁed and everybody has accepted it,

Well, the value of the dollar in international payments is involved

in a whole set of structures and traditions. We defend it as we would

he flag, almost, as a symbol of strength. It also is a fixed price,
Whenever you introduce a fixed price into a situafion where there is fluc~
tuating demand and supply, you are going to have to make accommodations

in the demand and supply. If we don't, we won't let the price move,

Now, I know the problem is not as simple as this. I kno& there are
all kinds of institutional factors, all sorts of prestige values. All
I would say is that this is really a major, unsolved problem., And people
talk about discipline, and say that what we need is discipline in the

balance of payments. This means we are not going to behave unless we
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establish some sort of device to make us behave. Well, there is some
truth in this. Discipline has been important, I think, in keeping
cost-push inflation within bounds.

But this is a very important, unsolved problem. The situation we
are in today is practically, of course, the result of our efforts to
help other peoéle. It's partly the result of the shift from the shortage
of ¢he dollar. It's the result of the extraordinarily fast increases
in productivity in other countries., It isn't so much that we haYe done
so badly., It's just that others have done so well,

Anthw, let me say that this is one of the matters about which
economists and people concerned with our financial structure ought to
do some thinking. Maybe history will evolve and force us to‘do some
changes as it did with respect to other matters., I don't know.

Just one comment--what we are doing in our internationgl payments
is iuvesting iong and borrowing short. The balance of pgyments is
not fundamentally adverse, It is not that we are getting poorer, We
are actually increasing our long-term investments abroad and borrowing
short from abroad. This can get you intp 3 liquidity situation and
some difficulty.

Let me go on to the next point, the adaptation of the economy to
change. This is a matter of automation and structural unemployment.
This problem has appeared to be acute over some years where we have had
an average of 6 percent unemployment. It doesn't take a lot of briiliance

to see that if a person geté displaced from a job and there is a high
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degree of unemployment, it's going to be hard for him to find another
jobe This is the situation that we have . I don't thiék that any
single thing would do as much for the problems of structural unemploy-

> ment, for depressed areas, as to achieve a full use of cur facilities
axd reasonably full employment, if a person gets out of a job, it isn't
too difficult to get a job, if he's any good, provided there are jobs
to be had. So far away the most important thing in dealing with dis-
placements arisin_g out of automation--this is just economic progress,
leayning how to do things more efficiently--is to achieve a high level
of job offerings, a high level of employment, so that people who get
ocut of jobs in éne place can find jobs in other places, ‘

Now, Qe have same advantages and some Aisadvantages here, bPeople
have a much higher degtee of mqbility than they have ever had before,
The automobile and the higﬁér level of income are the two factors that
produce this. So geographical mobility we have, much, much better than
we used to have.

On the other hand, there is a new revolution going on. C. P. Snow
calls it the scientific revolution., As we had in the industrial revo-
lution, this is the application of power to processes, Now, we have
a scientific revolution, and this has put a lot of thinkersvoﬁt of work,
or a lot of paper pushers out of work, and also a lot of operators,
because you may have computers now to run machines and to do some of
the kinds of thianking that machine operators used to do,

Just how this is going to work out, I don't know. What we do see
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is a decline in the opportunities for unskilled labor, and even in the
number. of stenographers—-believe it or not—-but a great increase in
secretarial jobs. We see changes in the work force, so that the simpler
jobs become less numerous, and there is an increasing demand for more
sophisticated, more talented, people.

This may raise some difficulties in the adjustment of job opportun-
ities to abilities and training. I think it highlights the fact that we
need’ more education even than we now have. But, even so, this may raise
a problem, Don;t_quote me on thiso Public relati?ns people will wring
ay neck, but 1'll say i£° There is just a little bit of point in this
stary. ‘

In the middle 1920's there were approximately some 25 million horses
and mules in this country. Just think back., For thousands of years men
relied upon animal power to do their agricultural hauling énd hard work,
All of a sudden théy‘ve gone——90 perce;t of them are gone. What happened
here is that the intefnah combustion engine and applications of it just
replaced the horsepower, The trouble is that the horse is not very bright
and it's not very adaptéblea He was doing an unskilled job and the machine
could do it better,

This is happening in other places in the economy, too, and we are
going to have real problems, I think, in adapting the skills of the
individuals to the changing structure qf jobs in the economy. I don't
mean to say that horses and people are exactly comparable, but this is

quite a dramatic illustration of what can happen to the structure of work
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to be done, and the shift in the kinds of talents and facilities that
are required to do it, We are having some of this today. This is a
problexm which I think fequires some attention. |

Well, 1 come now to a few couments on economic growth. This is
a pet subject of the propagandists. It's not an easy subject, either,
on which to talk sense. - There's & ‘lot of talk that we ought to have
5 percent of economic growth, or 4;5'percent, or something like that.
Well, I don't know what rate of economic growth we ought to have, It's
a nice thing to have it, Economic growth can provide a lubricant in

he conflicts between interests, because if everybody can get ﬁore it
isn't quite as difficilt to settle problems-~if there's only a given
sized pie to divide. This is a cumulative sort of thing. If we héve
economic growth we can live better and have greater potential for econ-
omic defense., There are great advantages in this,

On the other hand, growth, of course, is not the total objective
that we have to keep in mind, either. How do you get economic growth?
It's interesting, if you are connected with a business, to see how it
ﬁappens in a particular situation, I think it happens in part because

R :
of the incentives that are provided for people, and partly because of
the climate in which they work. I want to say something about this.,

In order to do things better, this is doing something more effi-
ciently, with fewer man hours, and less work, or to do something in the
way of providing new products, new ways of accomplishing things. There

we have to have new ideas, inventions, and research.
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There's a rather interesting list in the economic report of
the Presideﬁ% this year. There are étated some of the things public
policy can délto accelerate growth. This is probably overstated, but
this is a good list, anyway. It's on page 60,

Public policy can accelerate growth and producti%ity,vmainly,
by stepping up the pace of our efforts to improve tbejeducation,
health, occupatlonal skllls, motlvatlons, and attltudes of the labor
force., 1 thlnk one of the reasons that Japan, for example, has had
the highest rate of growth of any of the partly ory substantlally deval-

oped countries in the world is because of the educatlonal level and

;“:. T

also the attitudes of the labor force. They've had a simply astound-
ing growth under the most adverse conditions as.far as natural resources
are concernad.

Second, by the building up of the stock of private produéers‘
plant and equipment and improving its composition by age, type, and
location.

By increasing the stock of physical capital, putting down roads, water
systems, school buildings, and hospitals,

By improving the terms on which the economy has access to natural
resources, whether through domestic production or imports.,

By advancing the level of technology, a range from managerial
and organizational competence to scientific and engineering understanding,

By raising the efficiency with which capital resources, technology,
and labor are.usedn
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By improving communications systems to accelerate the dissemination
of information on technological, commercial, and employment opportunities.

1 think the critical factors in growth are the educational level and
the abilities of people, This goes for just ordinary workers and also
for‘the managers, We have to have research and invention incentives.

We have to haveéenough savings so that there are funds available for in-
vestment, We have to have inducements to invent and to invest.

I think the principal o£stac1es to growth are inertia, ignorance, and
sometimes attempts by labor and by business to take a stand against inno-
vation and progress because their particular positions might.be damaged.
I think of the two, that the labor situation, for example, is illustrated
by the railroads., This is probably the more important situation. But
there is something else here. There is something in the air. Let me
read a couple paragraphs that I think illustrate this,

Among conditions cpnducive to progress, nothing is more important
than the Zeitgeist, As;Erofessor Boring says, there is something in the
times that facilitates discovery and invention. Guty called it the
Zeitgeist., Some people call it the climate of opinion or thought.
Everyoné thinks, speaks, and writes under its influence. It is an enor-
mous body of fact, opinion, projudice, and attitudes, the most plagiarized,
unwritten scripture in existence.

The first principle in the.psychodynamics of the history of thought
is this uncounscious, facilitating effect of the Zeitgeist on belief and
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action. If the spirit of the times is expansive, dynamic, enterpris-—
ing, inventive, picneering, forwérd-looking, with high regard for inno-
vation and effort, then we will have the basic setting for progress.

I think we've had this in the United States for a long time, and this

a veéery important sort of thing to maintain--this excitement in the air
and this high regard for people who do contribute, in reality, to growth,

Let me say that, perhaps in response to questions, if you want a
more detailed discussion of an item earlier, 1 will be glad to list some
of the things that might be done in relation to the monopoly éroblem in
labor, but I left it out of my discussion fo; reasons of time.

Let me conclude with a few observations on the role of m;nagement
in the economy. I don't think there's a gre;t deal to be said here.

I think the principal responsibility of management is to run a business
well, This is a mighty important thing, because, if businesses are run
wall, they will contribute enormously to economic growth. It's rather
surprising. The greatest shortage in business is among the people to
£i1ll the top 50 jobs. We've ﬁrobably’got 250,000 people in our company,
and that's small potatoes compared with what you are involved in. But
the greatest problem is to get the 50 people to do the top jobs and to
do them superbly well.

I would say that the most important thing that business management
can do is to run its business well, is to achieve all technical progress
that's possible, to develop new products, and to contribute to invention,
discovery, and té compete as effectively as possible. A business man,‘

23



when he is asked what he has contributed, will often get up and say,
"Well, look. I did something in the United Campaign, or I helped -
with a foundation or served on the board of a university." This is
not his great contribution. The business man ought to -stand up and
say, “Look, I contributed one thousandth of one percent to an increase
in the standard. of living in this country by running my business well,"
This is the great contribution to éCOnomic progress thaf can be made

by business men. .

I think a buéiness man is not omnly a business:man but a citizen,
and he wears this other hat. In this capacity 1 think he also has re-
sponsibility because he is a leader in the community. He ought to know
something about the economic problems which concern our country, and
‘he ought to be intelligent and not narrow-minded but statesmanlike in
his view of them. So the hope is that we may get some leadership,

When business men have done this, I must'say that their views have
been listened to with considerable interest, and sometimes they have had
some Influence on the outcome of affairs,

Now, if I may, I'll terminate my formal remarks and 1'll be very
happy to deal with any questions. ‘

Thank you.
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COLONEL LECCHA: Gentlemen, remember that Mr. Yntema's remarks
are priveleged. Mr., Yntema is ready for your questions.

QUESTION: Sir, with the recent large profits of a lot of industries,
labor is getting restive., Would you comment on industry's attitude toward
salary increases or profit sharing?

MR. YNTEMA: Well, in the first place, the ratio of profits to activity
is not so very high. Profits are higher than they have been, but the ratio of
profits to total ‘product is really not very high., It's relatively low
by historical standards. .Ybu are talking about prefit sharing for salaried
people?

STUDENT: Yes, sir,

MR. YNTEMA: This takes a good many forlmso In our own company, we
‘have é bonus system, not for all salaried people but for people above a
certain salary level. I think it contributes a great deal to interest
and efforts to promote the accomplishments of the company. Some‘system
like that is a very good sort of thing, especially if it is administered
in such a way that those who contribute much get much, and you don't have
an automatic system where you get such and such a percent of your salary,
but where the management tries to determine the bonuses out of the profits
so far as it can in terms of the extra contribution individuals make,

That type of thing has been very successful,

QUESTION: Sir, with respect to labor, you talked about the pendulum

having swung probably too far. Well, we created this labor monopoly

power by govefnment decree, the Wagner Act. We tried to temper it again’
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with the Taft-Hartley Act, combatant legislation. We say we don't
want government intérference in business; but how are we going to
adjust this swing, or how are we going to cope with it?

MR, YNTEMA: As I say, we've been stewing about this for 20 years
or so. 1I'll read you some suggestions, Let me say that we in the com-
pany got a group from cne of the big universities to try to work on this,
It's a very tough problem. It's nét an easy one at all. I think some -
people have the idea‘that you miéht accomplish a great deal by doing a
lot of little thiﬁgs, that you don't necessa;ily have to do something
dramatic. | )

You asked the question: What can you 40 to limit to some extent
but not to destroy entirely the degree of union power? Here is a list
‘of things that one group drew up f’or-discussion° I'm not saying that
all of these ought to be done., Some of them are Pollyanish, but then,
here they are:
| First, the U, S. courts should be authorized to issue a restrain-
ing order or an injunction against unions in cases involving strikes
in violation of *é. labor agreement. Therevhave been some difficulties
on that score. Unions can get it and employers can't.

Second, the right of employers, singly or collectively, to use the
lock-out in the bargaining process should be recognized and should not
be diluted by the NLRB and the courts., This is the opposite of the strike,
you see., The employer has the right to lock-out-—-shut the door--just as
the employees have the right to walk out,
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Third, the intept of Congress to outlaw pressure by a union against
a party with whom it has no dispute--that is secondary boycott—--should
not be circumvented by technicalities and the law should be clafified
if the present language proves incapable of halting evasions.

Fourth, laws against violence should/Z§re vigorously enforced in
labor disputes By the Federal, Stat;, and local authorities,

Fifth, the present Taft-Hartléy Act provisions for government action °
in national emergency disputes should be retained and should not be sup-
plemented as has been suggested, by making other instruments available
to the President. I think this is important. That is, if either side
thinks it is going to have government intervention, and if that side can
benefit by it, it's going to drég the Government into it, just as sure
as fate.,

Sixth, the recent tendency for increasing government interventicn
in labor disputes, through fact-finding or the participation of high
public officials or otherwise, except through mediation, should be
halted,

Seventh, racial or other discriminatory barriers to union member-~
ship‘should be prohibited. The equal right of all qualified workers
to join the union in their trade or industry should be.recognizedbby
law, -

Eighth, the right of .any worker to belong to the union that repre-

sents him should rot be denied exceﬁtvfor good cause.
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Ninth, every individual should have the right to decide freely to
belong or not to belong to a union. This is the right-to-work issue.

Tenth, legislation probably having gone as far as it effectively
can in prescribing democratiq procedures for unions, it is now the re~-
sponsibility of union leaders and members to make democrﬁtic practices
a fact.

Eleventh, getermination of the forn and contenf of collective bar-~
galning ahould/l:ft to the.paftiasa This is a very important matter,

Twelfth, the legal requirement to bargéin in good faith should be
repealed since its effect is not to assure bargaining but to involve the
NLRB-in determining how bargaining should be conducted, They're nothing
but sﬁbjects. |

.Thirteenth, in general the lagbor law should be examined with a view
to eliminating detailed prescriptiors of conduct that urinecessarily limit By
the freedom of the parties and invite recourse to the law as an harassing
technique by one side or the other.

Fourteenth, the status of the NLRB should be raised by reducing the
amount of detail with which it is concerned, raising the pay, and length-
ening the tenure of members,-and formally seeking the advice of labor,
management, and legal community and ac;demic experts before appointments
are umade. |

Fifteenth, tﬁe Federal law has probably gone as far as it can prac-
tically toward preventing the misuse of union resources for political

.

purposes, but there 1s still need for legislation to this end in most
States. Thera 1s also need for greater vigilance op the part of union
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members to see if thevorganizations which they support for collective
bargaining and on-the-job representation are not devoted to political
purposes,

These are some of the little things that could be done, In additiom
there are various kinds of suggestions about head-on attacks that limit’
this approach to the size of the union. This is an unsolved problem,

A lot of people séy you shouldn't'dQ'anything ébout it and the stronger
unions are the better:. Those who feel the contrary. don't quite know
what to do,

QUESTION:  Several previous speakers have suggested by implication
that a number of our econonic prbblems could be solved by a change or

reduction in prices and by holding wages stable, Will you please specu-

‘late on the reaction of management if labor were to bargain for a price

reduction in lieu of higher wages? What would be the economic effects
if such a trend were started?
MR. YNTEMA: I think this implies a great deal. I think this

would turn out to be bad because of the way it would work out, I think

what we need is enough competition so that prices are under pressure.

One business tries to compete with another and one industry with another,
1f wages don't go up too fast this is going to take care of itself,
1f you say, "Naw, it becomes a bargaining matter, and unions are going to
get in with management and set pricgs, and the unions are industry-wide,"
you are getting into a very dangerous sort qf situation.

Suppose, for example, that you sat down in the automobile industry
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and with an industry-union, and they sat down with the different com-
panies and said, "look, if your prices are such and such the wages
will be such and such.,™ 1 don't think that's the way to do things..
I think when you get into that you get into all sorts of dangers

with respect to collusion about prices,

This is one of the things that are wrong in many places. The
unions in dealing with the employefs do, in fact, set prices, and
they don't always set them lower than they are but often higher than
they are.

Look at your contractors in New York and some of the circumstances
that have developed theres I think this could lead to more érouble
than it would cure,

QUESTION: Sir, on the investment of private capital overseas, do
you have any comments about‘whether it affects the balance of payments?

MR. YNTEMA: Yes: I haven't got the details here, Of course, we
would be in a terrible fix if it weren't for previous investments over-
seas. .The thing that is saving us now is that we do have an inflow from
former investment., If we cut out investment overseas this would affect
our future. It would give relief now and improve our current balance
of payments problems as far as the short run is concerned, but ipn the
long run it would mean that things would not be so good.

I think this is part of our view of the free world and how free
it really is. Do you think that we ought to éontain our investments
within the Uniyea States for the most part and that this -should be the
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market at which we look? Or should we have regard for the whole free
world and should capital flow whére it is most productive in the whole
free world? This i1s a question of philosophy. I have a slight prefer-
ence myself for the whole free world as the market place, with as much
freédom as possible, /

Now, you may have to take some action with respect to the balance

of payments situation temporarily, or maybe you have to discover some

new way to make adjustments in the balance of payments mechanism.

The fact thatvwe now have income from former investments overseas
is helping us and in the future we are going to get the benefit of
the current investment. If we hangypnilong encugh this balance of pay-
"ments thing will swing the other way again, because we'll have increasing
remittances from overseas,

QUESTION:' Sir, what do you feel is the Ford Company's responsibility
with respect to the unemployment problem, both present and future?

MR, YNTEMA: 1 don't think that this is something that we can take
responsibility for. I think our joh is to run the Ford Motor Company
just as efficiently as we can, to make it g:owalﬂaﬁﬁaf as we can expand
demand for automobiles, we are going to, of course, expand employment,
But I don't think it's our job to keep people working for us that we
don't need,

I think it's our job as leaders of the Ford Motor\Company to think

v

about this problem and to be concerned about it. From my own point of
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view I think the most impoftant, single thing that could be done with
respect to structural unemployment now is to raise the general level
of employment in the country. There are just two obstacles to this,
One is cost-push inflationand the other is the baiance of payments,

I think we ought to stew and worry about these problems until we find
some better way of dealing with them, These are two unsolved problems
in the economy, and as sure as fate they are going to stand in the way
of people getting jobs if we don't find out how to Eope with thenm.

QUESTION: In the current debate on foreign aid it has been suggested
that business could be used iﬁ this field faf more than in the past. Do
you agree that business has a viewpoint, and if so are they prepared
to achieve at least part of the objective?

MR, ¥YNTEMA: What do you mean by "business can be used"? Do you
mean that business men can téke government jobs?

STUDENT: I presume that what they mean is that business should
invest or move in in lieu of goveranment.

MR, YNTEMA: Well, T think that this does contribute importantly. .
Speaking of our own operation, we've got a manufacturing operation in
Brazil, in Mexico, and in Argentina. And I must say we are having all
kinds of problems; because you don't have any kind of fiscal and economic
stability in these countries, not to mention political stability., I
think the problem is theoretically quite a simple one., If you had
political stability and reasonable price stability in these countries,
there would be n;”problem,at ali, U, S. priyate capital would £10w ih
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in very large amounts.

The fundamental problem of these coﬁntries is political instability
and monetary instability. On the other hand, what are you going to do?
Are you going to ask a private company to put a large investment in a
couﬁtry where there is danger of serious inflation, effective profits
taxes above 100:percent, possibilities of expropriatioca? You can cure
‘this to some extent by guarantées gnd this is being done, But the real
problem lies within tﬁese countries, and I have no aoubﬁ that you would
find a great flow of capital from the United States into other coun-
tries if you had these two ingredients present——politicsal stgbility and
monatary stability.

QUESTION: Sir, this question has to do with make-work rules, feathér-'

.bedding, and the associated trends toward the recapture of management
rights. Will you please comment on this with regard to your forthcoming
negotiations?

MR. YNTEMA: No, I would not, This is an inappropriate sort of
‘thing to discuss in public,

QUESTION: Sir, you mentioned the attitude of the work force as
being a major factor in Japan's rapid growth. 1 wonder if you would
comment on the effect qf unionization on the attitude of the labor
force in this country.

MR, YNTEMA: Well, I don't know enough_about the different industries
and situations t? comment at great length. I think YOu will find this
quite different in different industries. I think by and large the °
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union people in our company work pretty hard. I don't mean that they
overwork., I think you do have standards so that you don't get differ<
entiation in performance, but by and large 1 think that they turn in a
decent day's work., But this is the result of persistent efforts by
busi;ess to maintain this sort of situation. If the business doesn't
do its job in this respect, or if there are pecular circumstances pres-
ent, there's hazard of government interference. You can get the kind
of thing that is happening in the railroads. This has even happened
in some companies‘in our industry, and they reallythadya tough time to
fight out of it.

If this goes wrong it may be in large part the responsib'il'ity of
‘management, or it may be the peculiar circuﬁstances and the possibilities
“of public intervehtion, or something else. 1'm not an expert at this;

I can only tell you a little bit of what I have seen.

QUESTION: In recent wage negotiations productivity has become a
more important factor in labor's mind that they wish to share in. Inas~-
much as productivity arrives from capital investment, do you as a manager,
when you have a decision to make as to whether or not you will invest
capital for increased productivity,‘think about this? In other words,
do you think, "What the use? It will only go to labor, anyhow."?

MR. YNTEMA: No, you see, that isn't the way this works out.

Usually your decisions on productivity are made in pérticular'situations,
to improve a particular operation. Unless the labor group tries to
do this by feathérbedding' to keep their jobs, ﬁhich.is another situation,
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the general wage negotiations aren't going to have a major effect -
upon a particular decision to improve,

There is all this talk about what productivity is. Productivity
in large part is a result of the efforts of management. But sometimes
it ié a result of the improved qualify of the work force, too. But in
large part it i; a result of the efforts of management. Sometimes it
involves some caﬁital.

But I would say that this does not keep us froﬁ making a particular”
step forward in pfoductivity. It's not important in that respect. It
would be if they were featherbedding. I'll umake that clear. If in a
particular case you are going to gilve up your gain, you see, by extra
manning. Then of coﬁrse it will be importan£.

QUESTION: Doctér, the Department of Labor Statistics in the period
of 1957 to 1962 indicated that this was a period of economic growth,

- At the same time, the total numbers of people employed in manufacture,
transportation, and construction declinad. This has led certain groups
to conclude that our present limited system of free enterprise can't
cope with this and that increased government invérventiOn Or measures
must be required to solve the future employment problem, What is your
view?

MR, YNTEMA: Of course, the important thing is not the employment.
in particular industries but the averall level of employment and unem-
ployment. It is ﬁrue that over this perio& after the war we have had
an increasing levél o£~unepploymento
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My own personal view is that some of this trouble is due to the intexr-
ference of govermment, and if you have more interference you may make
it worse. I think the two critical problems in this area are the
balance of payments problem that keeps us from using our monetary and
fiscal policy for full expansion, and the other is the cost-push infla-
tion.

If there is:enough competition among businesses and enough compe-
tion among workers for jobs, when there are excess resources and excess
capacity, you are not goi@g to find prices going up. If that doesn't
happen, as long as you've got idle resources on a large scalé, you can
draw these people into employment.

I think these are‘the two critical problems--~that we must have
enough competition, and either we are going to take our lumps with the
balance of payments or we are going to find some better way to deal with
it,

QUESTION: Sir, would you give us your views on the current proposed
tax legislation and the probable results if that legislation is passedf

MR. YNTEMA: I am no expert. I don't know what is going to happen.
You know as well as T do. My own view on the tax legislation'is this?

I am for a tax reduction, I don't know that this is necessarily the ideal
time for it, but I think that any time is probably a good time., The

most important reason why I am for it is because I don't see any other
possible way to reduce the.pressﬁre fof increased expenditures,
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I have beard more talk about econcomy in government this year than
I've heard fér 20 years, Maybe it's just talk, but I think this talk
produces alsofsome results and more restraint. This is the real point.j
L think government has grown very big and in some cases very wastefu;,
and that we do peed strong pressures to keep the budgets down. I know
this hurts} Whénever we have to do it it hurts in business, when you
are trying to run am activity. It hurts in the»Government when you are
trying to run it.

But thi$ is only reasonable. I am personally for the tax reduction
primarily because I think it will put a pressure on governmeht expendi-
tures. Secondly, 1 am sure it will lead to increased demand and a
higher level of employment., It is vefy interesting to see to what extent
you also produce cost-push inflation and to what extent you ease or
increase your difficulties in the balance of payments area.

1 am sure that if we have a tax cut we'll have an increased demand
and a highér level of employment. We'll Eave better incentives for
production and investment. 1 think on balance it is a very desirable
sort of step. We may learn something from it, too, that we don't knéw
now,

I am on balance in favor of it, even though it increases the deficit.
After all, remember this, that the take of the Government, if you don't
increase expenditures in the ordinary budget, if.you have 3.5 percent
growth, will-rise'at the.raté of $3.5 or $4 billion a year,»-I mean, the
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automatic increase in the revenues of the Federal Government just as

the result of normal growth will raise the receipts of the Government

in the order §f $3 or $4 billion a year. So, if you can just hold still
and not expand your government expenditures, you can take care ofbthis
deficit situation in the course of a couple years,

You get also the benefit of a higher level of employment and pro-
duction by bringing in vital resources. This verges on other difficult
problems and the question of the balance of savings and investment, too,
that are not so eésy.to deal with,

QUESTION: Sir, with the population explosion and the increased
automation we'are,in-avsituation where the gross national product has
to rise at a large rate in order to sfay level with the emplﬁyment situa=-
tion. Who do you think can fix this? Can it be fixed by union, labor;
government, or businesé, or by all in common?

MR, YNTEMA: You've got two problems. One is the population explos-
ion itself, I expect if it is going to be fixed, it is going to be fixed
by a& birth control bill. You have conflicting interests here, It used
to be-that you wanted a big population in order to have military might,

Now, the growth of population does mean that the existing capital
is going.to be spread over a larger_numbér of workers. We have seen
its effects now in eduéatipn. The rgal problem in higher education is
also the population growth. And this is diluting the quality of educa-
tion. Tha capital we héve_in education is not adequate t6 take care of
i?. Here we are ﬂaving, I think, a decrease in real national welfare
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and income because of the pressure of population on our educational
facilitiesy which are not easily expansible. Partly this is because
they are not in the private sector. That's a whole story in itself,

I think we are rather stupid in the way we finance our higher education,

But the other part of the question is how you are going to draw
 people into employment. I must give to that the answer that I gave
before. I think you draw people into employment by having a demand
for the products ‘that are produced and having entrepreneurs who are
going to organize businesses and expand businesses ta provide these
products,

You could very well have sat back 50 years égo and lookéd 50 years
ahead and said, "How in the name of sense aée we ever géing to find
jobs for all these ﬁeople and take care of this enormous potential
productivity? Who is going to buy all this?" The people are going to.
buy it. And the businesses are going to want to invest. This is not
an}-real problem,

People haven't got all the automobiles they want. They don't want
one automobile, they want two, and they want three, and they want four
automobiles., They W§nﬁ not just one TV bgt they want three or four TV's,
They want bigger houses; They want better clothes. They want all these
things. They'want to travel. Travel per capita, as I said, has gone
up twelve fold in the last 50 years, There are almost unlimited wants
that people have. That's not really a problem.

The.probleﬁé, I think, lie here. We know how to increase the demand
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for goods. You can put money into the system through monetary or
fiscal policy if you need to., We ought to have an expanding money
supply as a potential for growth, You can increase the demand for
goods, Loak at what happened almost overnight in the early 1940's,
‘wheh,mcney“started to flow out for defense purposes., It is no trick
to increase demand. It can be done badly or it can be done well, but
it can be done.

What you do:need, however, is when you do increase demand through
fiscal and mdnetafy meanswtq have sufficient competition in the system
so that the costs don't run away and so that prices are kept down by
effective competition. If you have this and don't have the balance of
payments specter, yéu can solve this problem. This is not toes difficult,

The mobility in this economy is just tremendous. You remember back
in 1944 and 1945 the worries that we had about what would happen when we

stopped spending all these billions for war. 4 lot of éeople were badly

scared. Just remember, we came out of the thirties during a period when

there was mass unemployment such as we don't have today, a tremendous
mass of.unemployment,vand~peop%? were really worried that we would go
back to the thirties. When we came out of the war there was a lot of
money in the system, People had more money than they could spend, and
we started to spend it. People were drawn into employment, and of course
you got inflation; because wé tried to spend it too.rapidlyo

This is not a problem of resources, The more resources we have the
more we can.use, This‘is.a problem of fiscal and honetary policy, and

the two problems that are deadly serious are the cost-push inflation and
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the balance of payments, You lick those two and the problem will
largely evaporate, N
| QUESTIOﬁ: Sir, what is your attitude with.rggard_tomgheﬁinvqgtqent
tax credit as ‘a means of improving our balance of payments position

and increasing the number of job offers in the United States?

MR, YNTEMA: This makes business investment more attractive. Business
investment in relation to gross»naﬁional product hag been quite low, of
course, in regené years, This increases the attraqtiveness of it, exactly
how much I can't éell you. ‘This I think is a good;thing, by and large.
This i s not a very good answer to your questiony bu; it is as far as I
can go. | ‘

QUESTION: - With regard to internationai trade, sir, while exports
have increased rathér dramatically since World War Ii imports have
increased more rapidly. To what extent do you believe American industﬁy
can help reverse this trend by more deliberately serving.foreign'markets?‘
Do you believe that we can be competitive or that we are competitive both
quality-wise and otherwise?

MR, YNTEMA: 1 can't give one answer to that question., The fact is
that we do export more goods than we import, I mean, on goods we have
a favorable balance of trade, so that we do ‘send out more products'tﬁan
we buy. There has been, of course, quite a marked increase in the imports
of manufactured goods. This is one trend that is of some concern,

1 am sure there st be cases where American business men are not fully
cognizant of foréign.mafkgts and aren't organized to tske advantége of
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them, I think by and large the facilities are improving, and foreign
purchasing agents, too. The troubleviiaﬁ the American purchasing agents
are learning to buy from abroad just as well as the American sales de~-
partments dre learning to seli abroad. Both things are happening.

Whe¥e thisvwili coma'outiih ;he long run is going to depend on, of
course; the totdl costs of production and the efficiency of the agencies
in selling and buying abroad. |

1 am sure that more could be done, but this iékes time and takes
resources, and it;a not alwﬁys'easy to do, We proﬁably can improve
this. But there is also the other side., You can also buy abroad,
more effectively. So you have these two conflicting sorts of things.
Where we'!'ll come out, I don't know,

This, in my judgment;.is one pf.our‘major problems, I don't think
we've got it licked., Please don't quote me as saying that I think that
the dollar is going to be devalued. That's not what I am saying at all.
I am just saying that this is an important technical problem; It's
constraining our action and 1t's-something to which we ought to give
thought in the short run, and also there ought to be people who are .
dreaming about this, and thinking how we can do it differently, and
ways of doing it better, fbrgetting all the shibboleths and all the wyths,

“and taking a look at realities,

There is some 1iteéature developing on this: Maybe this is all
haywira. I don't know, But at least this is one of the issues that
requires very careful consideration of talent. But I don't see any
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devaluation in the_immediate future, There may be pressures, The
thingimy solve itself. There are forces at work now, you know, that
are tending to deal with it, because wages are going up very rapidly
in many of these foreign countries., What you are finding is infiationary
pressure developing there, This will tend to get us off the hook,

'How this will all evolve, you have to have a wiser man than I to
' say.. L | - |

' COLONEL LEOCHA:Y,Mr. Yntema, on behalf of the bommﬁpdant and the>
entire student bOAy,'thank you very much for an iiiuminating pre3¢ntation

and discussion.

MR. YNTEMA: Thank you.
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