
0Du~C=IV~o Ill T~0RY A~D PRACTICE RECONVERSION -'" ~ 

23 Janv.~.r F 1948 

CONTENTB 

P~e 
P FnLKER--Dr. Edwin G. Nourse, Chairman, Council of 

Economic Advisers, Executive Office of the Presldent.. ~.o 1 

,~,-~, DI~CTj~ i0 :~ 16 

Publication LTumber L48-77 

~P~ INDUSTRIAL COLLEGE ~F T~ API~D ~ ~  

...................................... .~-=~. L~:= -~ _ :~ k--" =,:: ~.~ "L "] '-';'Yi.: ~J~:'!!_T *r~ :k'~~ ..... 



. . . . . . . . . . . .  . u -  

u . ~ , ~ " , ~ = -  ~ . ~ o  I~T THEORY 'A/~D PRACTICE 

28 January 1948 

CAPTAIN ST0%~R: Gentlemen, reconversion, we believe, is proceed- 
ing ~t a very slow, agonizing pace. From all we read smd hear we do 
not know ~zhether ~e have, or do not have~ inflation. We do not know 
~fnether inflation is desirable or not~ In fact, all of these questions 
have remained unanswered to most of us, Our newspapers are in conflict; 
our political groups disagree, and our thinking is cor~used and ~eertain. 

There is one thing we are sure of~ in our o~vn professional field 
here in this school: Our Mobilization Plan, which converts industry 
to ~¢artime uses, must contain within it methods of reconversion or 
decontrol. That is almost axior~%tic~ We are mot sure whether that was 
well done in the prst or not. It is too early for our evaluation of 
that point. 

Putting it another way, we dare not win the war and lose the peace. 

Our speaker this afternoon h~s a wealth of experience and, what 
I shall call c a high-professional perspective~ Dro Nourse is Chairman 
of the Council of Economic Advisers~ Executive Office of the President. 
His subject is "Reconversion Objectives in Theory and Practice~ i; I 
take great oleasure in welcoming him to this platform~ 

-T ~ • DR. ~OL~RS~. Mr~ Chairman e/ld .sentlemen. This title which D~s been 
set up strikes me as a very happily phrased one. It fits into my 
thinking and experience very "~¢ell. 

I come out of a workshop which h:~s been much interested in this 
question, You might almost say it has boon in the center of the work 
~hich we have been doing on behalf of the President since we took the 
oath of office on 9 Au~ast 19~6~ Ve have assisted in the preparation 
af three Economic Reports of the ?resident, which attempt to size up 
the progress of reconversion and this emerging price situation; attempt 
to arrive at some sensible e.nswers on ~¢hat we, as n Eation, c~n do 
toward expediting that process of reconversion. ~rom the great achieve- 
ments of the war period, when the price situ:ttion was on a very 
artificial b~sis~ we e, re now trying to get back to 6 peacetime or, why~t 
we like to call, a normal basis, ~m][ing those price adjusts.tents which 
will enable us to achieve something which has not been achieved by 
any great industrial nation before--freeing of ourselves from the extreme 
s~ings or economic cycles of boos~.and-bust. 
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Last September I was out in Callfornk-, whore I made s little 
talk before the Commonwealth Clubo I ckose a titlc which, when I was 
invited to appcar here, I immci;i:~toly thought of, "The Progrcss of 
V.conomic Reconversion." I began by saying that the business community 
is ~rono to point to the achicv.~monts of the w~,.r a.s an achievement of 
American industrialism, hut that tl:e war, in ~.,f~'~ich A~cricc~n i~duztry 
contributed such a tremendous part, :.;as ~_ot an economic achievement 
in ar-%~" permanent or regular scnso~ ' It was a groat technoiogical, 
scientific, enginbcring mchic.vcncnt on the supply side~ This of course 
is quite asidc from the mi!itc~ry° '~ut what industry did wc,*.~ not ~. 
great triu:~_ph for the i~rivatc-cnterDrise system or for American 
industric.lismo ~,¢c cannot r6st on those oars or on the !aurcls cf that 
poriodo 

The question which is put slap-up to Us is, "Co~n we r~kc in 
• peacetime ,% com.par,%ble economic :~chicvcment?" 

I thi!C< I c~ skip over some thinc~s, with sovcn-lc~guc hoots, or-d 
say that the prestress of technical, e.~._e'~, .-.r~.~_~,~ and scientific 
achievement h~.s moved :~Icnc cxcolic~t!y~ The k~cn who wcrc p~_fo~n1~.~ 
those afaito sLLrprisi~.g c~~r~s durir.~ the war period hc~d their knew-how 
.~p.d they used it, I ~'cm~mb~r goins !hrou~sh c. big plan~ of ?[cstinghouse 
before the war was endoW[ and being t~g~on into a room Ir.r,gcr than thiso 
It was a long, narrow rOChe The ...c~!!s wore s.i:p!y covered with the 

charts of t~_mt fc.ctory, I had gone through ~" " £c,ctory and scc:~ how 
the assembly lines h~A ~,~..o...~ cut, splic~, .... -.~d._ ch~'.nccd:.. ~'~n..:~," wore 
.m:!in~ airnl:<.c parts there where ..... . - t~:*.~ used to :.*:%ko electrical appliances. 

,hey had three cots of cha~zts on those w%!is, the first showing 
the whole of th~,t f:'~ctor v .~.s it wr.s opc~:~ns, charts show~$~ where they 
h:'~ cut their old limos ~:nd what they wore doing. Well, thc~- y~unkod 
off that first ch:',rt and horc~ ~r, dcr it. w~'s the first rcconvcrsion 
ch-mt--what you c&n do in ~. hurry before you. can got certain new 
e~fail;}uent that will be nccdcd for the <~ .... r~.~.\~.sion you soc ahead, The, t 
was ~ ohor~-tor=', or provi~qion:,,l reconversion, ~:~n they ripped thC.t 
second chart off; there w~s ~.n~ real _.~,~,Outo This w..'~.s wh,'~,t they p;~p_~.cd 
for when ' ,,, , ., " tne~ ro~;l!y got b,%ck into r]..'..ss nroduction on ,- o[tslS conp,';rsble 
to ,,~hn~ we h~.d in trio prewar period, Theft w:;s what they felt they should 
do, t..<~ir real go:~l, 

And .... ' t~oy a~ii it--ti~.~y ~ni :~ host of o~h(;r comp,tni~s f. The w;qf 
industry o,bsorbod tii.~ :~cn back from the i,,rNe,! S:!rvicos; t],_.r~ "...;,~y it 
shifted the lolants over; ;%mE the way it cot out of ~•;ar production and 
back into the physicc;l side of pc:~cotinc production wc.s :i<rvclous, 

~ut---c.nd this cots do~:t~ to ' . . :y b~iliwlck--whilc i a'.~ ~Ic~d to pay 
ny respects to thc~othcr follow, I ~ust at the smue time say th,z% that 
physical rcconw.,rsion was not an economic ~Chicvc.'~mnt, ?.,~c had ~ot done 
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the thing bece.use there was a whole set cf money relationships which 
had not yet bccn rcadjustcdo The economic structure, which pc~allcls 
that physical, technical structuzc~ had also to be readjusted° 

In the w~.r wc got by through some vo--'y abnornal kinds of arr~ngo- 
nonts. "Money n~-_os the ~ ? , r e  go~" they said; ~o had ~o fisc~.i ~.~ 
nonoto.ry nachine that co'uld dish out the non0y which enabled us to pay 
rising rates of wages,, ~u.centive wsogos, m~d incentive prices for 
co.'.~uoditios, Then too ~o he.6. 0PA~ rationing and price cou~trolo ~',~o 
introduced ,% lot of 8.rtlfici~.l controls which got us by the war period, 
It got us by wlt~ a na',.,',onal debt of 2'~8 billion dollars. You will 
porhaDs rcnonbor ~:e o~l~ost had pups when there was sonc danger, bs.ck 
a few ye~.rs earllor, thr~t wo ".~i~t go to 60 billions° 

Those things wore done cn o~q abnormal w,~rtine basis. They loft 
e.u aftor~.th of str~.ins and stresses, They gave us~ as I said, a 
gigantic national dobt~ They also go.re ,~ lot of pcop~.o ?[~,.r Savings 
Bonds, ~_d an e.ddition ,~o their toJ~o-hone pay, which bocc~no the bE.sis 
for keeping wom production going° It endedup with a lot of co~poration 
,und individuo~l sav±ngs; c~lso with ~. lot of public debt on the other side, 

Now we he.re this problen of 6conomio reconversion; of deciding 
how we are going to got a now set of ~oltuut~ry pric 9 relationships 
going which will give "~.s a now wo'.,'/z';_:-g basi~.o S~ying that will give 
you ~, che to the gene."~i sort o, ~ ~,~,.mosibion of this Prebl~m of 
reco~versio~, in theory ~r.~i practice:. ~'~-on the price ~glo~ ,.~,~hich is 
the w~.y I took do~.m the st:bject I a'u supposed to discuss. Tho.t is 
just at, other wo.y of talking e.bout the progress of economic reconversion 
today. We have to work out a new sot of price reTationshipso 

• The eccnonic process, base@ on a price structure, is a system of 
relc.tivlty just ~.s r.rach .... s~d I thi~2~ j ast as tough,--~.s the subject of 
relativity in the pl'.ysic.~.l world, it i.'-', just as tough to tuudorst,~,nd 
_~qd :~.~J~c work as the Principle of Rc-~.tlvLty in the physical world 
that our frlcr, l, i.h'. Zins~.~in, ~ropoun?.cdo 

A great ~ucmy p c~,ple thi~ of things eo"nonic as being absolute t, 
not relative, as bir.~,?le mechanics, not ?_'~c~. bei~c, vior, I have ~. 
friend who is an industri~l economist. He c~unot got over the fact 
th~.t ~..~e c.re in the situ~.tion we are now through hc.ving token cert,.in 
wrong steps in war finance, with th.eir effect on the money Smpply, The 
only ~,ay to avoid d~flati~.n, he ~.'.suld s~.y~ i~ not to get inflation. 
Well, yes,. that would be all rig~qt if we could do the i..,~possible. If 
we did notl ho.ve to do thc.,sc things in the war to ncJ~e war production 
go, that would bc swell, But when we cane out of the War those 278 
billions were :~rittcn d0~-n, in log~.l obligations tl~,t ~hls Governnent 
expects to honor. '~o nus~ work fror~ that situ~,tlon in our economic 
reconversion, not go back to some bes.utiful state we would like to be in. 
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Labor came in soon after VJ--day with a certain exposition of the 
way it thought that could and should be done~ They thought there was 
a certain level of purchasing po,~er established for them during the 
war which, they argo& quibe ucrsu-~sively, was consistent with a full- 
time peaceful economy. They thou~sht if they could nail down that point 
and make the obher things come into adjustment, they w0u]d have a 
happy answer to the problen of reconversion. This view was most 
vigorously advzncod by the automobile workers. But General [[otors took 
an entirely different sl~nt. Its people said, "You've got to start 
from this other point where we w-~nt to make capital fqrmation rigid 
and then adjust your w~ges to that." You remember the situation. 
Each of them ha& a s~rong theoretical position; and a tough battle, 
costly to both sides, ensued. 

You should read, if you have not done so, the economic %fiefs which 
UA~ submitted to C~M, and the reply that GI.." sent back~ .They represented 
two theories of economic reconve~sion: how t.o get a livable, workable 
world. U~'~[ hs~d some professional economists on its stp:~f who were 
pretty ab!o and intelligent people; in f~ct~ they even quoted, moo 
C~eneral Moto'~'s quoted me, in turn~ and said U~I'I did not understomd me~ 
Finally Di&'.'f said, "~'Zny not lot him spe~qk for himself?" But GM never 

invited me, 

But the point is, we were stai'ting from ,~,ncre the whr n~d got us, 
in a new set of cconomic solu~_~---~-ncome, purchasing ~oewer, business 
savings, business ~'" ~ -" ~ .... ion of ~.ontracts ~mn~nc~ngo ~'~e h~d the rcnc~o ...... 
with prices isct after act~±ul costs c~.d carnin##s could be me(~surcd; it 
h~,d a lot of ~ ~ ~he.~e ~.dJustments. They had all boon il~<rovisations to 
try to get, b~; the quickest method, some practicable way of working 

these things out in ~,~rtime~ . 

It ended up ~,,ith the corl:,or~tions having much less of a "take" 
than would h~,vc come in an uncontrolled economy, yet having made very 
large so vings. Mro Sioan came out ~,t .... ~=_~ end of the war, at an ~TA/{ 
meeting, pnd said. "~ene_~,~& Lie%ors hc, s five htundrcd million dollars of 
reconversion reserves accumulated, 7,"e~re goiz~s to put them into a n6w 
dOve!onmcntal mrogrcm " All over the land ~;e hc;rd th~;t sort of thing 
being t~-iked obSut and actually "?ut into practice. It was ~ very 
rag,sod system, ,,.'itY th~ tensions and ~n~ ...... =ulls• which take place um_der 
controlled r, ricos :~nd flow of me.burials. 

Pz~icc control h.old for a tim{;, but tb~en :.re fmc3d the :i)roblom of 
getting back to :~ frcc m~}rkgt. Th<re ~:~s a croat dcml cf ~r~ncnt to 
the effect theft c~s soon as p~icc controls wcro ~,kcn off, we would 
got a propcr~ normal, autom<,tic adjustmcnt of thor ~crt of the system. 
~at h<~plocncd , of course, was not the quick conversion to a sound 
basis~ There wc, s a very rapid increase in p~'.icos. I Mi~:Th~, say "here 
is where we e~'_mc in." The Council of Economic Advisers bcg~-m mak'ng 
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analyses of the economic ~tatc of the I L~tion just as price controls 

wcre going off. i~e he& to attemDt to interpret ~Jhat was happening in 
broad terms for t~ President's use. The first Economic P sport of the 

President, ':~ith our contributiou of , - "  :" thougn~ nn.i fi~n'cs did ~resent 

the b ro:-& ~,~.ttern of ~.;ho~t "'f.nd of ~tn ~,djust~-~nt s ec:.-:~d to be ~..~orking 

out and what would be the Aifficultics of the. year 1347 ;.f those trends 
cor_t inue~. 

i do not ]<now how f,-miliar you r.re with the E...~ployment Act'of 1946, 
under which the Cs~mcil ef Economic Adv;:',ers was set up, It is set up 
with the objective of h:~ving ~. full -rod continuously cm£.ioyc& economy-- 
';m:-ximum c r z . ? , l o y m ~ t  , • -~-~ . . . .  m~ ...... um ~roduction, ;:nd :~%x{/m~m~ )?urche.sing p o w e r , "  
It is incunbent uTpon us to report to the President, from the best use 
of st:.~.:-ical ~ n d  cconomlc m;ttc':ial wo cc,n got, ~:hether wc are getting 
into b,"l:'~ico or getting cut of b,;.lanCCo h'o are to determine ~,:h%t the 
strong i)ei~ts i:~ the situc.tion :~,ro which should be built on, :rod what 
the wec.~: iooints :.re ~.~rhich }iave to be c.ttacked, ch,u~gcd, and cdjustcd. 

i.n the first rcz;ort L.:c ,LaVe a bro&d answer, ~#hich the Proside_ut 
accepted :~.nd put out es~cnti:~,lly in li:~e ~,;ith our c~c,lysis. Hc said 

IZ. in effect, ~,/e c~re concerned in 19<, ~ , o  see whether the ad.just:,::nts 
4- " 1 . 1 -  "~  which ~rc ua:dcr , . . . . . . . . .  :, ..... ~.--~n~ ]:~ricc ;tdjust.nonts, now ~h~ CP~ is off-- 

oz:d the whole set of rolc.tio~shi~]s b ,-~'-'~.,~L.~,. ost~%blishcd ~¢ili ~';"e us an 
~ d j u s t m o n t  r~t t lnc  e n d  o f  t h o  y c - t r  ~:~hich w i l l  i ,  ro.~:~iso c o ~ : t i n u o u s ,  f u l l  
c~ploymcr_t m-:d ~; .&.'.r ...... for the goods 2reduced. 

He sug~uested there ti~:~t:~ ~ " of • ~nc r:tzsi;_£ ~.,2..~cs zeroes the boel'd, 
following a Lmifor::; "p:~.tt~rn" cr.d in v<~ry lar£.:c '::o'n:ts, would teid 
to upset the we,To structure. It t,;ndod to st:~,~d in th~ ,:.z~:j of ~ottin~ 
5,ost~.arrcl~tions a~zd the rol:,,tivc positioz~s ef :,~iI the f~.ctors well 
%corked out. It ~,~o,s ::;oi_utc& out that, if :'ou took the tusinessmants 

.o:.m hypothesis, ~ro would h~ve a productive effort which ~.:,.s something 
1 .... ~ h::if " "" • .... o,o the war. '.h~aln c~s Ic.r:~[e as it h:-.d been ~,:~" - The b~.sic 
prob!o:u w~.s to k':vo bro~i ~o. _.~ .... ..:.~_~ ...... pur,~l:~: s '~_~.~,~ ..oo:','ur ~, st; hlishod.._ which 
would ::u:][o sure that ~' '~n, . . '~  ....... auct ~'~aS ~rol.Tot].~r t:~ken off the m:'rkct; 

~-.~as :.Cosorbei nt tl~o fr~ctory door pro.:~ptly; : , r i d .  did :.st pile u T in 
inventories. :re %¢crc ~.,~ntchin c the z.~.~.~h,~r~, fi~ro c!osclT- .~ the 
yec.r pro~:rozscd, 

: Th'~ genorn, l .-~3r~scriT)tion of :'.n [.,djust;':~nt which wc~s made z~t thnt 
!~oint ~as to }:old down w,--.ge . ~_jm~t...c~:ts to those ~,Jhlch would not unt~t!l 
~n intro,,so in prices; be t;C~e ~. ~:odcroto vio'~,~o }~¢. ~zrgued for .nodorntion 
in profits~ :.~:i - r:~ v~ry :ui:~i to say th:t Philip ?.cod, of ,3c:~orr, l 
E!cctric, ~,m.s o:~o of the ::,un who oxpo~u~dcd the s:~no doctrine. _q~ snid 
this wns a time when business should forego <~or:.~.:~l ~:z&rTins of profit 
in the interest of hi~;h vol~.)~o. Theft w~.s, csscnti:.tliy, ollr arg~n.~cnt-- 

" "  ~ " of not tc try to m:ko a ].-~l-nc out the ~ostw~l" scarcity p~riod, but 

r::.%h • ";: f~.. ': ~t':" , r. ; ,.%t: "T/r i' ~,~' :7" 
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to m~:e the adjust:.:ents that would provide for tho.t continuous 
absorption of the -~ ~ "~ '" " m~-"nc~ product_ wagon would ]-:coD_ the whole system 
moving in its normal -" ~o ~: • 

Yen will remember that back in the spring of l&st ycar there wcro 
a ntu::bcr of industrialists -C~zno espoused the doctrine of holding the 
line on prices or st~.rti~g do~-~:n,~-md :~djustmcnts° Mr. Ford o.nd his very 
able Executive Vice President, Ernest Brooch, came out and said, "%~0 
dclorcce.to the .... d~_~cy to:.:~.rd adva.ucing ,,~" ~ ..... ;:~ ch " loing ~,',~o 
thir/c business:den thcr.:solves haw to reade ~ coda_scions, thoughtful, ~n~ 
courageous stc::d in oi'der to work out those prices on a basis which 

w'.ll not give us the easiest killing now but o. zto.ble he.sis for the 
futtu~.o, ;~ 

Then they went on to s~v 'b:e ~ ,,., c~_~ sell all our cars; wc don | t he.vo 

.... y problem of t~et nathro .... ~ we ....... t not merely to nanttfacturo e~:d 
soil cars, e,nd nz.kc all th~ ~",~.~,~_, ~-~, -do ccz~ ~. the sho~'t r~n~, but v'o 

wn-:~t to contribute to a-otti~~ ~'-" - "" • on~o :roar industrio,l s~ste::: Coin Z, not 
merely to ~::ot the c.s~oc.bly ii.n~ r~Jllt!lii%~ but to feed out _~ord :::onoy for 
su-o:>lies, ...... '~ ,~r.d so It. ~- • ..~ ,.~<.~.~, or., other %.:or,is~ to ma]:e money, not through 

th6 s~le.°, of Ford, ::crcr.ry, ~nd _~.~_. coin cars, but in :t ~,~,, oo. w~_:ch will 
adjust that set of relationshi<,s o~~ a-2err.orient b:-.sis. So we will forego 

ma:...ln b greater -9rofits tod2,v ~- the ~,ttcm.nt to make the best economic 
adjustmer.t~ ~[o want to contribute the mozb we cc~n to the Nation|s 
economic adjustmcnt~ I, 

I, personally, s2m the letter Gad=oral Brov=~i:~g of the Ford Com!oc~y 
~cnt out to all of its su~p!ie:°s~_ It wc.s a .... ,~r~ ,~l_7-p~ ..... ..... ca" letter, 
recognizing that some of them cou!~l not ~7o along on ,% price-reduction 
progrcm; th:'.t some of them ..... .~e_~ really up_ against the guz! ~.~8. would 
have to wait t~itil prices of bmsic met~is, or whatever it :dight have 
boe~!~ wore lowerodo Tllcn the letter s:,,i~, "?Su-,t we are doing here is 
to provide for "'~'-~- ~e~:...~ n st~biiized in:_ustriz which will enable Ford 
to hc.vo ~% co:~tinucus market for vour ~/moCuct, You had be~m~r nol~ on 
it, too, You:i°s just c.s .much interested c.s we c.re~" 

:I t2.1hod with then thcre .~.t Dearborn shortly afterward° They showed 
me some of the letters of rcsponsOo A ~: o~-:t~, __ .... n .~ ~ of their suppliers saw 
the point. A majority of them, however, evider~tly felt that, "Wolrc 
not in business for our hcc,lth, WcTll gct while the {~ctti:_c is goad. 
Volre not so rmch concerned about those final adjust:dents; thatts 
textbook stuff." 

Fowler McCormick cs~:o out !~tcr wit!f a similar statoncnt. Hc staid, 
~i~e are going to mc~rk down the :~riccs of our products, not bec:?:cse wclro 
forced to it, not because corg~etition is forcing it upor. us, but bccause 
this is our interpretation of wh~t the co:~etitive adjustment of o. free-- 
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market system in the long rue cells for. '! He said, "Wc'ro :~oing to 

mcke reductions which ~'ill sevo cur customers -SO .uillion dollars. 
They ~,,:ill cover a]~! of our co,:::.o~.~.~es e~.c~pt throe limos." And 

they were all ~..,cl]. Justified. I d.o not ii!<c to sco a busincsm.mn~ 
tekc ~. doctrinr-iro ocono~:ic positioz:. But if he takes so~m~d and 

thoughtful economics an< tro~uslatos ~t into the pre~cticel iO.iom of 

business, then I like it. 

0no of those li.ues :as stool: in which Intornmtione.l l[~.rvcster 
was a minor producer ,~.nd l~n~ only sruzll, incidents& ~-~! :s. It said, 

"',Co:re ~ot really in the steel business. ?ie can't n'c~-:o the pr'cc of 
steel in the m~,r]:oto " ..... ~, ~.~ thouch.~,m sell a little steel iu certain 
qu:::,:tors, we will ~, * '~ <, • ..o~ change the price, .~:.other lice whore we ~ro ;lot 

3 n... reducing prices is ~t ;}.oW line of business which wo h~]vo c.~(.~d only 
rocont!y ,nd we do not hn,vo e, cost ::.r-& price basis o:~ which we can 
':'.do~)t this kin& of Ior.g--tiuc ooli~zyo In ~'~ o~n~r %..~ords, we are not 
roc~.y for it. It would be too soon~" I b.:o~ve forgotten ~.rhat the 
third was. 

I~, z~.~ns to :no th~•.t .would bo convincin Z to bv.srt, .... ' ~.~ ~* ~-- 
• and ~&uta,_o].,•~l~ ~ ~:'" , too~ In .the fir<:t pl~:.cD, it would bo • Conv:~ncmn g .... 

"bcCO.USO Fowl0r ~[cOornick cer•te.i:~iy ":su ~ t going •to• "go off the deeo 
o:-d" on this thin~. '¢ ~.O is still a Cecal busi:...cssman. Hc gives the . 

,. tnu resnonsibility e.s road:sons for his &ctio~l a~d in o'o ..... ~..o, first, ~'~ _ . 
a constructive, _~'ositivc ~.art of the job s~**~(',, "Th<Lt is a now note 

in business." 

That is tl~e ~--~-~ t.~i.~ o I w~,nt to stress. I hove a i:;ct phr,.q.se. I 
think a new morcs--,_o you us~ ~n~.~ WorC ........... A custon th[~t 

grows up anong }eop!o--h,'~s boon cstc.blishcd. You ' ] .n ' .o ' . .~ :  b u s i : t e s s u c n  

do operate on tr:tdition and pr:~.ctico, I think they are now getting a 
:,~ew conceptior, o±' the ..... d of practice thc, t business !copiers a-'~£ labor 

le~.<ers--I wi!]. cone b::~ck to that letor c.~--~:~v~ to ~ ,i,t time. 

if they r,ro ~, ~ .... to • ~ '- ~ .~=o_~:<, , .qor~z . o v t  eCOLO:.liC reconversion so ~n&t i' ~l O "'3 []r ~ S 

of our economic ~vst~,~ fit to,Tct-~or "~,iiih a:.,-vthing like tit<, sk'!l that 
the pmzts of .an industrial plant or "lSSC"~bl~.. . line tire r'~,e/Le to fit 

t o,~]o ther. :: 

I d0 not.. think this l ~ ~u~.~ ~ O , - - ~  ...... of ~.2 ~t!iLtu" -- ~ l " " [ h o u r  ~':h O i e e00no'.]~f to ~le.vc . 

• ~0 ~ "~ r~ ~ "~ ~ ~'^ , . it bar.~{in{, ~ ..... ~,__~, wages WhOllOSaio~ ab.d m,._uuf,..ctur_.~g :/;rts ' fit 
to~ethcr is a bit h~,,rller than the thim!;s our e_Ugir_2crs arc doing .on 

th ~ technological sideo If you "'" ~ 9 J~ S " look ,,'~,t e , n  e~sscnbly li::e e . n d  see 
how the right colored hood comus u-o~ to r(]~-.,cl& th~ ~_~ ~" '-~t ...... c3_c, re~] ~ " bo!y' 
a:..d the proper chc.~sis, r~ll insuch a wa~,: that the .,.o: ~_ arc kept :~'orking 
mt c decent pc.co, with the ,material all thcre, you mx<.t agree that it 
fs . m : ~ r v e l c u s  - u... ] • - a tgc.~;+~cc.~ .achicvo::~cnt. I do not think the getting 0f 
th~se rcl0~tivo .prices, ~.;aics,. costs, interest r~,tcs, e.nd so forth, 

• 
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adjusted is any more c chs~ionge to the htunn.n intellect. There is 
this difference, however, The chief engineer of the plc_ut tolls them 
how each party is gqing to perform in a mcnufacturing opcrc, tion. But 
each one of us wants to decide for himself in economic rel~tionso 

In this com:ection the most that co_u be &one is ~% e<luc~tional 
and persumsive job, Thct is what we arc trying to dS e.t the present 
time ..... to get soma kind of brond, soun& counsel enbodi~& in the 
Presi&ent~s Economic Report, which is very wi&ely ren&~ t~n£ to get 
the practices which c.rc consistent with that policy wo~<o& out° 

In the ni(!year report vm cor nentod on the fact thc.t this rccon~.endc- - 
tion for price m~& ,:zagc ~.#.justments, which he.& boon .~:~%&e in the first 
rcpoi~t, w~s not working out, There wore, I suppose, 2~bout twenty concerr.s 
of sons prominence th2ot joined the list of business leadership which 
Hon~ For,~. ~,n-i Fowler McCornick hca4.cd. But, by om~ lcmge, the ol~er~ 
more tr~dition~.l i<~.ee.s of ch~.rging what the tr,~.ffic will boar nn<l 
t~in~ ~<£vcntage of .~ shorts.co situc.tion, wore follo~m¢.~ 

Lc.bor unions, controlling ledge blocs of labor, just as these 
corporation~ control lar~o blocs o:' ce.pital in a~opting their policies 
an~ follo~i~ S their practices, wc~c ~ot limited by the nodcrction ~hich 
the President h~d a~vocatc& in his rcoorto They wore pushing for big 
wage adjustncnts~ As you ~uuow, the7 ~ot bic w~ge ~djustnents in the 
"sccon~ roun&" of inczc~ses in th~ ~pring of 1947, 

The ton&ency was for business, which had boon sone~aat doubtful 
of this policy of me&oration, flu~Ling it h-.! an easy [~.rkct, to pass 
those wage increases on in terns of higher pricos~ thus promoting more 
of a nala&justncnt th~n refining the adjustments in tcrns of long--term 
working amr~gcnonts. 

I thir]= there was a time in the spring of 1947 ~.lhcn there was some 
caution came concern e~mresse,l by b-~Is±7.c.:~ in gencre.l as to whether the 
absolqJtive power of the market or the 2archc.sing power of consuzacrs was 
being sufficiently token care oT'o Then several things h2.ppcnod to upsct 
thr.t trend, First of ~oll ~,~,cs the c.o,~l scttlcncnto I have never quite 
b[:cn c$Ic to ~,cci(Ic ';-hcthcr Jolua Lewis ::ado the last ~blowoff" settlement 
of the secon& romq&, or ~,~hcther it was the first cxplosivc settlement 
of thc third, ro~n& of wage inorcasos~ You Imow it was more than thc 
"pc, ttcrno |~ It inuc~iatcly starte& a co~:.}ctitive situation: ~If JoDm 
cc.n jet that for his boys: why com. ~ t our union officers get as much 
for us?" 

That is not talking in tcr:.~s of who.t is a scientific c,(ljustncnt 
of the wage structure to thc price s-zucture. It is using brute force. 
It is tclqing a slc~,zo h~zmcr to c.£just c~ delicate piece of ncochincry. 
So, in the -ui~ycc.r rc~ort of the Prosi'!cnt, he cited that as a :Jattcr 
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which would cause :very groat concern ~s to the getting of ~, wor]~ing 
adjustment. . . . .  

TE~n s~iething else halsponod. ~.;c had a winter whs~.t crop co,~xn~o', 
to~hr, r.v.~t--it was ~ btt.upor ~rop. But we were also. look'ing to the corn 
prospc~. : Hay was col~ and ~t~| Juno w~s wetter. We gO~ off to a 
very bnd ~t:;rt on the corn .crop. About t~h2.t time the Council expressed 
concern that a poor crop outlook would have ~ strong of f oct on llvostock 
prices: a.nd would •color the situntlon a.s to now wage.~mands. So we 
were <ccply concerned .~g to .h0w these .~-evolopnents :-~.cro golnc to ciusc 
,.n now type of working ~,zrangoncnt ;to work out a higher price level, 

. : "... • • [ : - .. • 

~on ,~.bo~t..the sane tim.o, sor.o~}-cro .in Ju::o I L~,.css it ",:~.s, Genc:r~l 
b~rshall ~i~clo his f~ous s~coch ..~,t Harvard.,. The ~uropec, n n~.t~ons 
picked It up at once, got their p~tris Conference together, ~vl ~rescr.toi 
& vc!v pcrmu~sivc pictur~ c,s .tea l~rg, c forolgn-ai(i prm-3rc~n, -So hero, 
in the .f:~co-o~ .sl~ortcr suDplios, we wore. f.c.ced by c.strengthcnir.g don~.d 
situation, 

I rccnll c, sc~.~tcnco i.u the m.i.~y~ar report ,th~.t stu-.m thi,~ whole 
r:m.tt~r ~-~p, It .'~9scribod t1.~ ~'~itu~.tion. e,.t t~h,~t .tir~e by. saying, "~'~c are 
fooling our way t~war& .-% work~olo sot of prlco ~.~,@justucnts~--whcn 
I ~, ~!;~riee," I uc~,/~ wages, int.cre.st r~tc.s, ~md. ovcry tbinc ~M~.ich ".~c~s 
a direct relatio~ to it--"ar~<~ i~ will~ in view of these developments, 
inovitn,bly bc on :~, ~g~or price level than woul~I .~'~vo ovcntu~tte& zf 
th~sc ..~ew fa~rs haC not come in%o the. sit~.%tion; or ~.f the -~icturc, 
as it looked in January, ~,;hon th~ President put in ,.his first re;oort, 
h~.< qontinuo&," . 

If certain things arc put.into the picture arid they arc relatively 
r~z~. you h2.vc to tr.ko them into consider~,tion ,:~,nonc the oconoJ.3ic, 
facts of. life fron tn,,.t time forward. Thc.t is pa.rticul~21y true of a 
v;~.gc n . ; l j u ~ t n o n t .  " , • . ~,C~ are very, ~,s we economists se~', "~tioky ~ on. 
t h e  d.o~,,sn si~o.. They de .~Lot nov~ when conditions ch : , .ngc .  TL':~y c, r c  
~e:;-.'~c~. ~:cre r.rc :<ii ~orts of rcsist~uco to revisin~ r~-:.t.~s :,yen ~'hcn 
there c_ro secret conccssio~~s c~u& ~nd kickb~.cks ~m& ~ll t.~t ~ort of 
thin&, As ,~.pr~ctic~.l matter, with labor org~.~.%izcd in .the .~z~ -'~ " it -~s" 
tod,~y, wi.th.tho l.~gc.l sittm.tion under which it operates, .when we got. 
w~,.s .up you know you ~rc not going ~o get o. flexible e.~just:3cnt &m~:- 
W~dwhon oth0r f~ctors ch~n~o. So thc, t wns the sltuc.tion ~¢h.ich i~d 
to bo".t~-~cn realistically into .the picture, 

The coc.l-w~3 settl0ncnt brought On ~,m. c~vn.ucc in the price of 
c0cJ[, %'0 had some, top executives in t~.e:t omen who wore invited to sit 
~lown arb.un& our coinqcil rouble. ~¢e asked them wh~,t they %2~otk]ht was 
the nccossc~y n.djust::,ent they would have to ~ncJ<o in coo.1 ,~rices in 
order to r.,oct this situation, Could they hold coal prices &own? %~0 
h~ a very intercstlr~g discussion on this subject. 
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Later, ~e had in some of the top, steel executives. We told 
them, "L~e 1~ow what is going to happen in coal, but what do you propose 
to do, anO~ how do you justify what you propose to do, in the steel 
area?" Uell, you all know what happened there. Uith a rise in coal 
prlces, followed by steel 3 we got a pyram~in~ sort of movement~ in the 
industrial price area, made possible under the elasticity of our 
barZ<ing system. 

Let me go back for a minute or two to the debt situation in 
relation to price adjustments. What price level should you try to 

• get? ~at is the price level on which the country can carry its 
industrial needs and its financial needs and get the most returns? 
I thir~ most people feel that since~ in the war perlod, we had to 
get our Government borrowing up to so high a level# and got the 
national debt up to the level it reached, that probably a workable 
set of price adjustments would include higher ~mges and prices as high 
as were nacessltated by that wage level--but not by Inomdlnate profits-- 
a considerably higher general price level. 

!% is easier for g workman, let us say~ to make his withholding 
tax an~. final settlement out of a high wage. It is harder for the person 
who is on a fixed income, who is on a salary basis. It is hardest for 
the old. ladies who are living • on annuities an~ the people who retire 
an~ e}zoect to llve on a pension. There is no fixe~ answer as to the 
question what public or private policy should be with reference to the 
question what price level is the best on the whole. I submit there 
is no final, £1xed, or known answer to that question, which hits 
different people and different business Groups in different ways. 

I thir~ there is a general feeling in the United States that 
findin G some sort of level for stabilization somowhwre, somewhat llke 
what ~ze have at the present time, is desirable. ~etter this than 
talking of (as Harding did after the other war) "getting back to 
normalcy"; or to think that there is some demonstrably correct price 
level that we should go back to. 

On the other hand, ~ze are faced today ,.rlth this great danger that 
we have an inflationary movement feeding on itself. It is argued that 
you have to get wages up in order to protect pt~2chaslng power and keep 
up the ta~ze-home pay of the wage earner. Then~ when you put wages up, 
you have to raise the price of commodities. If you are still in the 
seller's ~s~ket, you raise it not by the amotuqt your costs have gone 
up but by the amount you can sell your goo&s for. Thus you get what 
we call an inflationary "spiral." ~lhen prices of Goods go up, you 
have to have a second and a third and a fotu~th round of wags Increases. 
That is the situation we are in at the present ti-~e. 

l O  
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There arc two ::enoral attacks on it. As I sai&~ I do not think 
anyone can pos,<~ibly tell whore th .~ :~'Jl~.3 sn& hauling: of ~-Ii these 
forces is ,:>~i_<~ to cildo ,~."~ Im~vo certain outside limitin,3 fo,ctors. 
Ouc of them is in the Fc&cral Ruservo S,vstem. You do have ~9owcr on 
the part of the FcEeral Eesorvo System, throuch its open-harbor oporntion, 
throuL:h its I setting of &isco~u~.t rc.tcs, -~ilcl tb_rou3h its settin,s of reser- 
ves, tO pu6 an ~utsido limit to ::,easy ~d credit expansion. Those 
ere powerful measures. They m:i'.o t.~ men who i ~ rcsT;onsiblc for 
,p~l~in u thou ~osnse :~u -~ considero For if hc puts a rigid sort of cap 
o~ the fin~,~:cial :torT:or it c::uscs, as the phrc~se Coos, "the r~in to 
f~ll c~liko on the just :nd the 're.just." It pinches • every ban['~ ~::~ the 
~.,,~;~, aria it m::kcs every b::r.k :~inc:- its c:~stomcrs, ,~ithout full 

i~o<~, ~ to their particul:~r i:oo.l~ and -possibilities cf usii'.i7 ca,~it~1 
c,.n,,l p:~y in C the . b ~ ' ~ n k .  

< 

I thinl~. "<c ~,:~,..II h m v o  t, :  ~.)1'.'.C:1" c:~ph'-sis ,~.Iso c,z: vol'm-tary control 

.devices. The A::<eric~u ~ ....... ~ '~ "., . . . . .  ~,r~ ,~o~ci<~tion h a s  ~cc..i o u t  ,'- o - : i " ,  ,-" to 
persuP, ic more ~ . : ~ ~I~ i@[ ~ t o put in selective <,ro~_t li.<:it'-.tions r,c t .... t 

poocl,o connect :"o on rg, lsinc ~,m ~..~ ~:ricos, ~n.i ~o or throuc,h ti-,-, 
ir~flation.;ry ~Irnl. 

There has been recently, :~ ,,.~,~ ~)rob.:Joly ~...~:~ ........ ,;. u trc::en~ouc 
e?~,q)~nsion ill co-u~er~i~•'.,,1 b o z } [  SIC<it,, '2hero ]~.i:s bo~r. ,: very l::r,so- 

ckT.>~',.~:sien in co!isumor credit, ~:'~._~- Tcdoral '{oservo _.~,,-.~ ~,a~ ~'~i.<~ tn~" 
wn,r . . . . .  i po~er linit conm~.~er cr,~dit; >.owev,:,r, tT~?.t ,.:~.s td<,):= off 
IP, st ~ovcnber. A bill w:~ T~aSSOd in one ~f the Kcu:~es in the special 
sessio~ of Con,Tress to put it b~ck on. .,~.,t is one w~.y of checki!.:: c-= 
inflo, tiou~r~z spirc.l. It ,..forks in ~,. diffi,:;rent way th~n conoral co:.-trol 
by th,! Foieral 2cscrvc, instc~d of "~" ., ' " ~,c,~n=~ sor,,.~tiiin.:: which put~ an 
iron cay, &own ov~.r the whole thin~7, it puts some restraints on - 
C o  ' ' ~ ' ' ' ' ~  OI~,~S of ~ ~" ' ~ ' ~ '  

That is not :'.iI. vour b:..i~kcr, ~'~,~'v~"1~llv .can taiTc-- crclit 
to %he r.ee&~ of t~.c ~e(~--~c who co:io to i:in. Ec <''- ~ ~i " . I : - . . . < ~ . . V  t::,_<S to "Oi:Oi:: 

. _ . . _  -,., - . 1  " f O " '  " " ~:cro~s t.hc " . c s k :  "2re y o u  C o i n ; . ;  t o  use t~s c.o~t ~ c . : . o t h l i : :  ~, 

w>ich the ~-"nk would :got p:'.i.i ou all right but which wouli r.osult in 
an ovcroxpa=£sion of capacity? Arc you c, oin~/ to open auothcr t.cr..room-- 

or wh,-~%ovcr it :m~y be~<.a~.~ w e  r',rc already wol! s~o~-~lici ~.,.,it!: " ~ 
If you do, you arc L:oin<3 to ~7o b'u~:rupt just P.s soo:~ ,  as prices .,:o 

&own. You will he,re your c~:pitnl co~: ittcd to the lcss-i~:,ortanb 
U~O, The ~c..orlc~.z. Bc, n~:ors .%ss,,)c!::.tion, n, week ~",o l.[o[l'L,%y, c,-,'--o oL~ 
an& sa, i&,"Wc are join,3 to use ~ur influ.,~nco t,) try t, ~, l.-vc, the bar&¢ir,.i~ 
profession, along with the Fo&oral ~{oscrvo System, su:iJ.:~lc:::c.n~ ti-e 
general kin~ ,of control P,n& hnvc it t,zilore< to th.,, busii!c~-~s ,',ituation. II 
They said, "We are going to set up :~ campai~n. %~0 are :•j, oii~z to &iviEo 
the co:nltry illto iistricts. We n.ro goinc to ('&ucato the bPnkers 

throughout the co:~,try to use rgstrainiz~g influence, not s::y, IWe were 

i i  
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short on profits during the ~.;,~r :,~nd wclre In tLe business of soiling 
credit cn<i now wiill sell at any price we cnn to Jup_km a Profit i, 
A. ]~..~.~ !ca'icrshio_ is f=~y~"~:: to the individual b,m~kcr~ If!.~.. v_ .... .i'~, 
~7ot t,o exercise some rantr:,i:~,to You h % v o  to %o very cauti..~;i~:-, restrict-- 
ira<j_ credit w-lich ~Jil! i::o used for consumer ..r'urnuscs,. ten,'!i'i.] ~l~.n~r~<~ ~-~,,v 
to bid u]7, the prices of ,ioo~s still further. ~i 

I only'wish they hal sc.id sor..e.thin..~S more about bein;~ c~utious of 
credit which is requested for universe proJ.uctive purT)osos, After all, 
you can have m sp.ire~!!nc movement even thou¢~ the credit is made for 
production purposes, as I said ~ .moment :~,go in the c<se of over-capacity 
or over-lmvo~-tory. Y , : . u  sho,~Id rostra_sin !0usinessm~n ~p~cainst acc'~nuln.tinc 
invcntorioc on th<- fear tL?,t prices will ~c up. If <,~e,-ybody does it, 
this trick will push "r.<:'icos up. ~'~Ic.u prices stnrt ~own, you ~re going 
to have ;~ considcr~.ble m~.~ber of b~.nkrui~tcies ~ud a good "~eal of 
fin~,ncial m~bc.rrass.nent. You are ,<tins to medic yo~n' own trou~=le if 
credit .,."s overextended. 

At this Jtmcture, Mr, Cha.rles !'.:'ilson, of General Electric, ca-.~c 
& .. forward, as y'.~u remember, n woc]c or so a,.uo, nc:.:r the ti:~o that ~]., 

b~d~crs did, and, from the i'~~iustria! side, said, "I /oclicve the. 
inflationsry :iang.er is so grc&t that businessmen themselves must start • 

protective .~'oveuent from the v~u~aceri~l side. We must t:<ilsr our 
efforts to :'~.~' ~.~rcsont ;<::ticn~;l c:r??~.~:Cc :,itv.-..t, ion," He said, li~gulre 
going to price our stuff at three to ton pox- cent less in certain 
categories. There arc cJrtoin hcu, vy stuffs -,:hich wurc contracted for 
previously; they are being dcliverqd ;~t the old, ori~%nal contract l~rice. 'i 

Now I couli Co into the public-ws, rhs area of the Government. Its 
representatives h:'.vc tried to contribute just ~,s little ~+s possible to 
inflationary pressures. The President took two stoi~s tho, t wore v,~;ry 
courageous. (1) insistinc:~" tL:~t tnx rovonu,ss should :or be cut; this 
wns bec~uso of the Acfl~,tion~,ry effect of high taxes':~.uA ~!ebt reduction 
~,n.-A (2) the other deflation-'.ry, n, ction ~.f.. ~"~.=.<~ i~r.)si,lcnt was i.o .~,y~-~ ', "i.~uch 
as I would like to sea everybody on t]-c Federal l,,%yroli, civili,~m, an& 
militn.ry, on.sad through salary incren, sos, i foul th~'~t the inf!mtion:~ry 
~.anser is so Croat that each of us And to sweat it out for n. while 
lonjer rat}:cr than pl,~,ce the Go',;ernmout in t]:<~ position of contributin.c 
to the infl,:.tion,~ry fir~-s just :t this Juncture." 

°TI ~ lore does ~Ii this io%ve you?--quite e~t s.<., ..... no doubt. You 
tP.~J Drocos o~ . . . .  should be, ~ecnusc ' _ s !n'ico -.~ljustmcnt, :~s I ncnticn ''~ 

before, is on~.. of rol-utivity.. If r.nyo~:c dv<>s,. .., you n. si::~plc, ]~n.t answer 
"~" will " i~.o :s g~ c~.d says, ,'n.~s do it, you will ~ " he IS .:f~<ir ,~ ,~ti..L ~9. C110.Ckb 

It is a v.cry complicat~d, loosely or,sanizc& system wh~ro you can put 
in some new factor through Mr. Eagles i;= the act~o~.l of the ~oar,.l of 
Governors of the F~dcr.-,.l "Lc, sorvo; or through the A,~.A,, affecting the 
local banks; .>r tlmou<sh Phil i:,.'urr~.y, affcctlnu ",Ja4;os, 
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It iliustr,ttos, e~t least, ny i>oi=~t that thoro rare places where 
somebody must do sonothing. Jo!m L.~,~is, in his action least s"m~.~-.cr, 
&id something thc,t had a profoun£ effect on. the adjustnont process. 
You see, econonic reconve~'sion is a cor)oin'~.tion of :',ll those things. 
When certain og them are thro~,rn in, we hmvo to try to figure out how 
it is coing to opera, to in one direction or another; and how Khey will 
'all rJ.d u~ 

1 r ~ ~ .  ~ssoc ...... ion of Builders a • I was ,~a,.i1.~s a little tr.lk for the ' ~-~" 
while back. They wcnto~.l mc to size up the 1948 prospect, Now we of 
the Ooun~tl. of ~con~mlc Advisers do not do any ~)rcdictins; but it is 
incu~.:bont upon us to spot things which, if they nero in their present 
4r~..b!o.u, will h~-~, ~ c:; inflationary or a &cfla.tionary affect° Well, 
at that time I used a phr[~.ze which the he:~cl of that n.ssocir.tion said 
he t~-ou:'ht ,.,as very helT~ful to his people; it is not definite. Dut 
becr~.use it is not definite I thir~ it is helpful. I said, "V:~ are in 
a situation--with the hold-over of the war; with those rom~rkablo 
developments of the last year; '-'ith ERP before the Ooncrcss; with the 
pending tE,m bill; with the wc:'.tLer roport-s conin:-~ out as they are; 
with Char!es Vi!son :-cting coura.geously a s  he is; With this r,~isin.s 
the oj~estion, IWill other busin~ss:~oU ~.ct the same wmy?:; with %he 
CIO nc~ting up on Jacksou Pl:~ce ri<ht now--with all these things 
.pending -. whore anything c:~.n happens" 

.That is a lot of hclp~ isn :~t it? (L~u~d~ter)- But- it is true' :- 
,'Tontlcmcn. If. we do not .roaiize that ~:nd s~y we arC. not . going" to 

b " ~ so~ng ~;o l~nc~ly in and let this d~corous thing:haD~bn~ or We are ~ " 
to dig .Gur~ toes in na~d, .~IthOu~jh we know. no moa~,"no orEanization , no 
group c.~m do the whole thing, we are .goin<c to %1o s&uething to restrain 
e. process which, if no one does anythin:] to restrain it, will involve 
us .in grcr~t ruin° .. 

, . i :was talki~c .~to the Council on Forcicn Relations, in flew York! 
On the ..for ei.,cn-ai< ymogran and domestic infl..%tiOn. I told them I 

.... t/ioUi'~ht,, without prophesyinc, I could give then two models of wh~t 
..,_~ym -~ h~nppon .t--~"'~-'~' ~,car. Suppose wo should.cot, from this point on, 
good wee, thor conditions, m~,~,, .... I think, if the ,~L o~nd Wilson and 
CIO woulCt carry through, we could &o n fine job of real economic 
reconversion. .We. could i.ick the infl~tion 4nd show the authorit:~rian 
world.that it can be ([one by intc!li,Tont business executives o,n~[ a 
ienocratio system of jovo~_~ment without coing back to "a. police State " 
or ea%yt!%inc of .t.he sort. " . 

..~ We have boon c~tci%in~:j up in certain industrial lines; we will 
catchup incort:~in others. You~know it comes pretty fast when you 
{~et to the tur~inC point. You will recall-what Mr. Chrysler said: 
"Thc=~e is only one :Lay when supoly and do~.nnd are oqtt~l. Oa 9uosday 
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~nd Wedn~sdn.y you have a shortngo of corns; on Thursday you have just 
enough; and on Friday you ~%vo too ~-my~ ~: And that is about the way 
it happens. 

~e all thought the winter-wheat crop wn.s lost~ ~o to.lkod a good 
deal about the Dust Bowl. We thought ~hcro night be 600 zillion bushels, 
or 700 million bushels, something wo~, down, against a billion one 
hundred million last yo~r. %q~on the December tenth Crop Report co,me 
out n~i said 8S9 million bushels, a lot of people got cheerful, But, 
the wheat crop is not n%de in December. 

Then conditions looked a little brighter for the corn crop, Yet, 
whet. you ~ot through with pl?i~ting there is danger of ~rought in J~u~st. 
Af~¢~" tho.t there i.~ frost d~o~gor, in September ~nl October. It did 
not .'~.it us last year; that is what saved our bacon. ~'~on it looked as 
thou~J~ we might have only two billion four million bushels of corn we 
got 200 million or 500 million bushels more them we expected just 
because the frost hold off. 

Those things are all ahead of USe Supi~oso they go against us? 
You can soo~ from what h~pponcS, l~'zt year, that wo are going to have 
high livo~zock prices this spring j':.~t as sure as you're a foot high. 
They nay go a long way up by spring° T~%t, wc ca~ot cho_ugo; it's 
there, 

On the other h~d~ if we ~:,~ a good corn crop, then we will have 
a heavier ~ . .. A uodin~ of pigs ~d there will bo nero york. There will be 
heavier fall brooding an< we will grndtu%lly work out of that shortago~ 
Suppose too we got ~'~othor btt.~por crop of winter wheat; that then is 
groat erD~_sion of ~.crea;:o; anal that conditions ~n some of the loss- 
tricl~j p~.~ts of the wheat bolt a~:o much bot{er the_u they are in that 
vo~ hazardous Dust Bowl omoa. 

Now if we got a good wheat crop and a good corn crop, then things 
would look favorabloo But s-~vDoso they are both b~d, on top cf high 
llvostock prices° I don ~ t boL'ic~o we ce~_ htu.~=lly expect anything but 
one thing to happon~tho inflationary spiral will bo given c2othor turn. 
After all, the cost of living is the biggest item in the wago-earnerSs 
lis~ The place of neat in his diet is a sort of criterion of whether 
he thir~:s he is well cff or isn't well off° 

So~ given bad wonthor, I thin/< we are going to face economic 
conditions nero seriously t -ham nnything we have facol for a long time. 
I think we ought to realize thc, t. I had hoped the President would 
put a little bit nero of that note in the thin Ts he h~s boon saying 
recontlyo One thing I would like to have hoard said was that there 
are certnin things which cone into the economic picture thnt we just 
have to face. ~'o are not going to have any kind of political magic or 
ocOnOr~iC ~gic which is going to to~o us awc~ from them. 
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If we face this last altcrnr~tive, I thi~ ~.:e no,:.d to get that 
note into our systems, ~e h a v e  not h~,d :.~y ~ustority; in fact, we 
do not ~mow wh,o.t that ~,.~ord r.,c~n~s in this cotu~.try. Thi..uk what our 
cousins in Britain ,~m_cl our c:n.~sins on the Europ,~.n Continent hr.vo gone 
thro~h, r.~nd are ,uoin~ thro~~; ~-.:,~othcr ro~~d of it on top of the 
sevcr~l years of p~mis}~.~cnt thr~t they 1~vo hc~d ..'~.iread~,, 

Even on the bad model I !~.n, ve presented, I do not thi~ the splr(~Jl 
cf inflr~tion would cot :.ut of hs~.d, cr wo~uld ~et us into the sort of 
thin~ wc ~ve s~cn in Gormc~y ~:d in Austr!.~, of for the other w~;r~ 
~md It~-ly, whore prices z~n: conbletcly wild ~:~I the currency becomes 
praetie~lly ~.~orthlesso I do not think that is in the i~icturo, On 
~ho ~.~or,qt model you do not see a sittt~tion in which we are going to 
thro~ ours~Ivcs imt,~ a tailsi~in~ 

So ~t seems to me the w~ord ti~t should bc sounded b.t the l~resont 
timc~ if we c.ro going to show tl~.t we do ~.~ow how to run th~ economics 
of ~ in~o.~.strial system, iSt:} s~.y, "If those ~nf,~vorc2olo things do 
come: we h.~ve cot .to s'~cc~t it out on the [.e~,~chc~." I thiuk it is e~ll 
r~'ght for the Gov9r_~.~cnt to .~..'~y~ ~.~ th~ Hi~L,~h Co~:~n.o~ud does in wartime; 
liycs~ we will die .this, theft, ~d t~c other which will case the sit'o~tion 
as much as possible° ";~e will ~uivo ~r~u (notai, horically spvr,]-[ing) i:roper 
~ir cover; we will have the ~,ro2,~r ~s,vr~l support~ and ~.l]. those th~n<Ts~ 
~ge will have the 2r01~cr medical service comin~t" in, || But, you see, if 
thosc th, incs hal~.Dcn , w0 hr,.vo st~ll .:or to sweat it ,:,ut on the bemchos, 
If there are bsosic short~.cos~, somebody hr~s to forc..Zo the thin,is he would 
likc to h;~ve. 

'~,to have various Io.ber i<r,:)u,s coning in from time to tin() for con~ 
sultation ~ ' ..... . ~rJtu.,.~,~ o~ur Council table° i s~id that very thing to them 
oL, o ch~.y I sai:l, ~'h~at ~[ocs ~i~ __ statement th,~.t yo~1 mu~t hr,.re a wedge 
incrc~so ',.~hich wil( off'set the cost of living{7 moan, since theft increase 
in the cost of livin,~ comes from i:,~.rti~l crof failure; in other words~ " 
a food shortage?" i sai:l, i'Dccs it m6~ ..... y~hx~:~, else ths_u saying; that, 
boc:Luso of your or-"r._~.izc~ strcn.,th, .... ~ . . . . .  ,~u.. bocc~usc of the advmntagocus 
i,osition .>f the m~unufacturcr wh:,m you ~rc workinq for, you cmn gob 
your !,oo21o exem2tcd from c~.y she.re in th:~t scarcity which t~.i~rlies 
risin~c foe'! costs? You nay say the rest of the w~rl ~ can boar that. 
But ..... , "~'~ rest of ..e:nor,~cr : ti".c thc worl.Z ~ meea~s a lot of working pcoDlo~ ... 
Do you tel)resent,r,, labor movement when you talk that waj? Or ere 
you a spec.ial-c.rivilcged ~roui, of workers ~th~ will ::tc~e th~sc whose 
wages are not so -~uc ~. as y:)urs t-~e the y, inch w.~mlo 7.,u :,.r~ (,~:eL~oted? " 

• That is the zno thin~ I third~ ~c i~vo to face. I do not thil~c 
the'-b~n]ccr sh~ul& s~y, ".~'c dicLn! t make as much as wo would, like tc have 
made durin~ the writ; we wcrc held down~ Now i'elre ~;oin~ to msfi<e, our 
ki!lin~ while we c~q~" }!e h.~,,s to s2~an~lon tI~%t Idcp.~ 
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an certainly glad that Ohom'Ics ]~'ilson h'.,s token the lead o_mong 
business executives at this timoo %~hen you oct businessmen to&king 
to other businessmen throuchouz the cotuutzy lik,~ that; then I thir~k, 
throttCl~ proiocr use of very me.lest Covernmont eel.trois, which ~.rc 
si~K>ly means of sclf-gisclpline~ they wi].l take us thro'ach cvcn if we 
have a worse wee.thor situation. If wc d'o not have i.t, we won't have 
to resort to so much centrolo 

That is c/sent the ?icture a e  I see it~ 

COLOneL ~,[cC[/LLCCH: A r e  there ca~y questions? 

Q~brEST.!GN~ The Federc.l Reserve System recently chsnge& the 
rc.iiscotu~t rc~tc qu~te a small figure, i'J~.s thc,t done for psychological 
reasons, no, in!y? 

• DR, I~OL~a~: Yes° When you tack on "mainly" I think I would sszj 
yes. I third~ it was a move in the ri:~ht &iroction~ ~i~en you change 
an eichth of one percent, c~d the rate is alroa~q~ low, it does not have 
a c.roat positive effect° But it did so~_u& c. strong note of caution ~.s 
to rs~tcs which had boon held do~,n'~ to s~. abnormally low figure. 

Of course, if you w~ut the f~l answer to the quostion~ you will 
see in th3 Economic Rei~ort of the President a statement to the effect 
thab government securltlcs will bc supported at par~ which is the 
most positive statement of t~t sort ever givcn. There are a lot of 
l)e~le who thi~ it was tuuwise to make so firm a commitment as to abso- 
lute pur. Somc feel it could ho~ve been carrie& out by allowing the 
l~rices of bonds even to bre<'uk a little bcl~w par; that msking that a 
ri:~;id point is probably not the wisest thing to do~ ~ut it supplies 
some flexibility ~z~& I think it is desirable, chiefly, as you say, for 
psychologico/[ roasOnSo 

~J~STIO~. Dr. Nourse, I hesitate to ask this question because it 
will only confirm my i~-;nor~uco of the whole subject. 

The President, in his ts~x pro(;rsm, provided for m reduction of 
personal income an& co~.~m~cnsatory increase in the excess-profits tax 
for corporations. I ass~uo Mr. Dodge ~_u~ the ~eric~ Bcmkcrs 
Association ~e eonc~rne&vrimarily with the short-tern co[~ercial 
loano There is a ~;ood deal of ~[iscussion that there is a shortage 
of fixed co<:itclo How do the two thin<;s Tear together? 

in other words, you t~k of bavin~ the excess-profits tax increased 
at a time when we mp~j bo in a very critical position to increase our 
productive co&)acity becc~2.se of shortage of ~uture c~pital to e~and 
equipment° 
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DR, I:~<IVRSE: Tk.%t is e, pretty cc~7roh(nsive question but i thi~k 
I ce,n answer it by civlng :Z~ re:,cti~'n to the m-;jor points in it, 

Incident?.lly~ ~.,rhcre the burden of the corporation tax will fall 
we, s clmrifie:l by m:,,ki:-:U it an exccss-l.,rofd.ts t:Ipe of tc_x~ That is to 
s~.y, thera, will be tax only in case the corporation is alrc2,dy more 
than average l~rofito2Dle, i~cther that ro.te would bc too hec~vy, is a 
question. But, you see, in qcncr:'! it moans you would be levyinc it 
on co~:t:anies that alrea,ly are in a very stronc reserve positi,'}r and are 
doL'r~ lets of intcrn,%l saving. 

Your ~ ' o~.:~r quosti,~n, of cotu'se, comes to somethin,~ ~,rhich is quite 
u.~ ,~ .... n0:.~: c,s to no~-: much difficulty is c:o.cou~tcrc~ in ~.~ttz_,~. eneuch 

yenbutt c:~,pital into our systen in view of the nccds which lie r,hsad. 

I am somcthi~t:~ of a.  heretic on ti~2,t ground, ~d for this reason: 
~~ L~;'-'cat r.:u:y i~eople say you have to "~ct vcntttrc c:~,pit~,l out of hiL',h 
incomes or hi(;h carni-n:-;s of the comit, c.nics. I think your rate, oven 
u~dor thc excoss--.oroflts tr'~x, woul:l "ce hi-'h cnou~h so you wo~,.l cct a 
,7cod rate of internal s,,%vi:tcso Lhcre I r:r: e~ heretic is t.~m.t I thi~k 
you Could~ un~.er a wcll-l~r,i~_ ~2~.i ~cr,dily c~loyed ~,oi~ul:.,ti~n , get 
enough s~vincs amen{.- the l~i:Th-l,~id ::,cch:u~ics, office ~.n,.L so, larded 
l:,cople ii~ ,3encral. I thi~ we have m~:~.ere~tim..~ted the c~=~unt of savin~'~s 
which could be 0a'.own from that cla-~s if you tekc con.:litions of sustained 
emT..Ioyr.cnt a r i d  iUcod wal]cs~ which is the ]2remisc wc work on~ That it 
what wc arc tryin<:~ to jet. You have to :tsstu~c that. 

The ore.irk in that issue is, I t.n.~, tl~o.t our ~ -'~- a~'~ invest- 
neut institutions arc not fvi!y Coated to _~et savin.:s from those sources 
into the vent"arc-capital area° Tl'_.ore is a pr~,ssa,~e, i believe, in the 
Co~mcii ~-- ~ where " . ....... Ro±.,or~ co~:z:c~t ~-s .... ~ TM on that i~roblcm, if we are to 
,-ct a so, tisfacto~y ans~vcr from '~ . tn,,t t2mo which, it seems to me, is 
consictent ~.,,'ith a fr6c-onter.-.?rise s,1,'ste:u ,~':,~d ~. ,.\omocr:~,tic system, we 
sh~,ll """vc to .~.:~kc sono chrn':cs in our ~-,-'~ • . . . . .  s..~-~...s ai~d ir...vcsting institutions. 

But th2.t hc~s boon : 3 e 3 u r - °  Pi!ot-nl2nt o~c, rJ~,tions of theft sort have 
boon vo.~.:lcrtskon., i~'ctrol)olit<2~. Lifo, }~,cc~m:'.uls, tin-u just that kinc! of 
s,~vin ~s from thr.t ~ort of Deep! e, ,~.nd bcin.: content with nn ~.'~.rr=ing 
rate of thr~.~o and thrce-q:a-rtcrs or folu" l,orccnt, h~ts ~]onc out end built 
a lot of l~,7co-housinc dev~io!~monts on an economical e~:~d low-rent b~.sis. 
That is venture ceqoitalism coninc out of the, mediu_u-crado savings area. 

So, I say ! am a heretic, not in donyinc the need for wartime 
cq.i-~ital~ but of sayin-~ wc ce.~:~...,t :.lo it lu~lcr our c!rl m:~chinery. Tot, it se.~ 
to me, mcii=icntion of th,~Jt machinery into terms of conditions in the 
industrial field is Quite 3.,ossii, le if we :;:ako u 2 our minds to it. 
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• .:cOtrL~0CH. your ou~inion, ',,~o~.& we have ]~c?n bettor 
off ne'er if we hac't "~ecn a]:,le .to rot--,in our ~;,m.rtima controls for s, 
re:tson[t'olo :~orio~ of tinc f~.~lu...,~_-_:, VJ-,'lc,y? 

DR, iTOU:<SE: ~fcll, i thi}_k it re:fortunate theft so much sentiment 

was dcvclopcd ,'-,,cainst them. I cot.not cats~.~'or your question catc~orically. 
As to the mccl~,nics of the mattcri I woul:! say yes. There is no 

question c, hout that. As to the psycholozy of the mattcr, there was 
so r.uch op}osition ~cuilt up that it was rot fcasi~cic and "-~-e could not 
makc them work,~,cle ~ceyond th~.t point. 

I thinh most !~ricc-ar.n,lysts ~-,rould a<i;rcc, in the ii,::ht of wh: ' t  has 

hc~p~:onod_ si:~.cc, that the coutrols wcrc, __~-~. ~-,,~_;~ r cch~,,nical sense, t~kcn 
off t o o  s o o n .  

Q'I~STI0i~: ~,Jith thc ~ovcrz%:aer_t purchasing thc~sc tremendous 
q~-mtitics of :-~:~riculturml commc:!itics, b.ow does thc t r~f/'ect the 
inflmtlonmry spiral? Yor instar:cc, like they did i': connection with 

DR. [-0L~:SE: You cc, m-_ot buy 400 riilion "oushols of whcrtt without 
~cinc a ~ullish influence in the -:.c,r~::ct. ~hcrc has boon a lot stid nToout 
how stu]<,,i& the Goverr_ncnt ",..ras and hm-.r i~iconsistc~t it was. First it 
~:,T,~,s as a matter of l,,o!icy, tryir~ U to !;or the !,rices down; then it turned 
~,roun@~ ~,rxl bid u~ the mc,-Th:et for t:~osc com!:oditics. }.'.ow they %.Lore not 
doin7 this ]3uyin{3 of com:uoditics Lccauso they thoucht it was anti- 
inflationary. They ~,,,'ero doin c it boo-,use, for military rm,~. dil)lom~,tic 
(State) roe, sons, they thouj;ht :fro ?tc, C to [?~,l.-.e, in&co& ~,~ero :,.:el<in';, 
conu:-itmonts o, broni. If those ~.:ero to ~oc made, they hc, d to buy. 

"~ orccc~Gnc=-t stuff. ~,r- you This is, ,,fo~r :',II, , ,.~c.t would do as o, 
13rcct~omont officer? ~,,.:oo~l,i you Co into the rz~.rkot ca.& i~uy rm!~i&ly 

.£ ,..,'hen the me, rivet was flooded at harvest time an,~ ,,.:ho:t fc, rr;:ers did not 
hr, vo sufficient storage s,;:r, ce r, n0. ~..~'oro '::i] i=:; ~,,'ho:',t on the c,'ro,~n~? 
Of course you \,rould; that is tbc time to ]~uy. 

But you com_':ot buy 400 million busho!s even i'm that !,~ind of o. 

i::cr]:ot ~,ithout rn, isin~;-friccs. That is truo. How, h uyint; is pr~ctic~q/Lly 

co%,letuct, You see, ~..ro shiti,,c& 570 million ~sushcls l~,st yc-~,r, h'o 
. [fr_,~ ..... Interim ill there set t!-mt e,s ~he goal for this year. " ~~ the Aid B 

qc, d to ~'~,..~ quot~s that would ~?c t~dcr 500 :~illion ~;ushcls. m,~=~,~,, arc 

oporatin ~ r,,t the ...... p, cso,,~ time on c, procurement plan of 450 million 
uusne!,~, they l-_rtve ni',out ,tOO -uil!ion now. So they arc not much o~. ' e., 
factor in the market. ~ut there was c, :~;oo& ~.oal of tc~Ik just the other 
!,~,y because they bouqht a "--illion :-ushe!s. If you i~o into the market 
for th:~,t amount you are ~o~-_d to rsisc it. 
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There in one other factor that should come in there toh. When 
wc came to see wln,.t the food situc, tio~-~ ~~aS, wo know that if we ~:~cro 
ioin.g to do our foreign ,9.i,i on a-or:~ctical bs, sis, wc hr..& tc conscrvc 
cereals for h~.~.en food, which is the ccononicr',l ~',~eC of using them, 
e..nd hc.vc a lesser amotu=t in the .'.,ro&uctio "~- of meat, poultry, and d~,.i~ 
i_,roducts, which is the extravagant way of using them. In .other wer~Isn 
the quicker the GOvcrn:.~.e.ut lot prices find %hat hit;her supply and 
demand level, the quicker they put ~, pcn~.lty on lives%oak' fcc&in{], 

I don I t sac how you can say ths.t that was du#~, They wore 
acco~fDllshin{~ their ~<?uri:ose, Of course the fell~w~ who .wrnts cheap 
~.~ ..... ~o~'~-. ,).ocsu~t it. If you take d=,...t broc.d "~ "~ '~" ~r~.~c~, of what J. I;': 0 

t h e y  1_.n~<L t o  dp ,  I t h i n k  y o u  w i l l  a,-:;roc i t  ~::~.~6s so_use ,  
"!  

• . ~  % 

Q~STiCI~: Havu parity prices -,n-! su%s~_d~_es beer. r~movo~ 
entirely from e.<ricultural products? 

t=ll~-, ,S the DR~ . . . .  TT~ ~ - ~ "  " . . . . .  :,u~o~ ~,~o, ~:y the ws.y, t-~r~t is on.~ .of the 

heads of these n~:tional a<.;ricultur~.l OrTaniz~ttio~s t,'~Ik C~out rro~md 

our council ~,~,.~Io~ 

I :~r-:le a t~!k, first to ..... ~ ~-' ~'~ .. ~,..,~., ._,~.~.,~ t o  c. n ; , . t i o n ? l  "a .n ion n t  ~ r ~ c l ~ n ~ z ~ t ~ ,  
and f_n:11~ to the D~cric~.n C..o~u~.cil of ~co;:,cr:~,t=ve As~o(;iations 0:4 the 

• ~'~ bur,ion of o,I]. those a:~ricultur~l side of th~.s ~roblo..-::., This w~s .... 
~-- ~"-~ o- ~" =' ~ I 4 ~r talks--or'oh one l~as a rc~., ......... t~. I sr, id ,~o the f.~.rmcrs,"i donVt 

thi~k you ha.vo cone u~_ to .~,uu'.. rcs-..>o'.isil,i!ity,~ . . You h,.~,vo lika$, to hnng 

on t o  i? ~ "~--  _ u::.rl u~,. <)rices i!I tho ~"~ ] ~,~i V:}102! t D.ecossar~.,, ,.,~,;~ s n:..r~:et they ,~:rc no 

YOU -.".re ~'~ ~ " i u-:o~'~. ~ J,:~e, ~..~ ~mc~: ~, the ]=i:~_d o{_ m'!jus ~ ~'~ that .,..~,~,e£s to b", "'~; " 

n~.~ kc~:t to of h~e parity I do tnL,~.., it is ~mfortunato they ~ ..... ~ so;:,~ 

for::',ul.ns nnd trio.'./, to .Tat n, m,~rc ex:2cnsivc wr.y of co~:'2utinr7 them. 

fh~--m C,r'1 T , ~ . - ,  ~,3_~=_u,_.~. ?[oulcl yOU s~.%y it is i~olitic'~,l orcssuro which ])rcvcnts 

the cllnin~.tion of those? 

DR, }[0D_~SE: .?'in.t is p.bout ~,hat it comes to--int<~rost 7r. oups, 

Q'~STI0i[: Will you ])lease <liscuss the "national debt. h'o hr,~ve had 
:~ Treasury suz~lus which, I ass~.mle, :.:as Cue to infl-;tion. It so;muds 
lilco i[~o<)d business to ?~,y off :-, debt which ~;e contracte,:l w]:ioirl a dol!~r 
was ~.;orth ~ d~l ..... for f:., t~. cc~:ts .at: the &ol!::ro Yet the C-ovornmcnt, 
in rcc!ucin~ Lts" n-,.tionr,.l debt, is throwi.u< mo:=cy on t-~c ncrke.t ~:.~hich 
soe:~s, a,~7~in, to continue the infl~'~tion sl;irr,l, 

DR. I.'0LI~SE: It lees nat incrcose it, it sin-!~ly t~qcos it out of 
one p!noco rud, obviously, i.:uts it back in another, The ::~.ost anti- 
Jnflction:,.ry i,r.--,.ctice th~,.t could bo he.lg, would 1Do if it kept taxes u!~; 
if ne Treasury took the sur~,lus and ],~o:f.t it idle. ~.ut tn<t ~.s !r,.rdly 
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practicable, l & o  not third.: in a real world the Tros, sury would be 
permitted to ~.cctuuulo.to funds of th~.t ,'~,~otuut. 

At the cn~ of the "~ar they <~.id, out of the lo.st Los_u~ have quite 

,q ls~rce sttu; in fc, ct, fifteen billions or ~:orc ,~f su~lus~ Tl~o~t wr~.s 
the first bi~7 reduction° But r:cw it socns to ms theft the only course 
to be ~ollowi& is to use the sur-,olus for O.cbt reduction° Your first 
propoz~ tion, of course, is true° It c~mmot be c~ one-sidcd ~_ccotuuto 

COLO~F~,L ~;cI~TZ!~: I think We were all quite interested in the 
cmnotmcenent that thcro h,o.d been reconncndations n~.e for len~thcning 
the ,~.~ork wee[-. ?ge rcc.l~ zo that ccrto~in basic r,~a~ n~.tcrials will 
prevent ~.].I in'O.ust-[os from irz~odi~tcly increasinz their work ,:;cck 
~OCC. ' , l ' cO  t hC$ , "  "~o-  "~ ~ ,.,. u - c .  not ~;o Poblo to ftuuction over th:tt ]period. 

~¢~ul ~. you cs~rc to co::.~ent on the possibility that this will be 
picked up; that l~.bor will ~.cree to it; thc, t n~n(~.gcmcnt will sec in it 
~- opportuni~y to got o.dditional crod.uction c~z/l by ~ivinc the employee 
.uoro take-hone p~.y ,~.voicl the necessity for ~ further round of wages? 

~'~oul<l y'u further co:.uuc~-t, if ~,eu co_u, sir, on wh,~ther the President 
r..c~.t that i.~r~ ~filson, in cAvocr~tinc ~. 45-hottr work week wc, s thin~ing 
of 1890, or whether it was strc, iLd~t p~y, roi~rcscnte.tivc of the thi:i<ing 
of th~.t period? 

: DR. i?0UI{SZ~: I .'~n a little bot-=erc& by your linkinc Mrs ~filsen 
with this° Is this ~'/ilson's ]-~roposition? 

COLOI~V-~ Mclg~k'ZIE: Mr. '.~.~ilson of Gonor2.l i'~otcrs.~ 

PRo I,~OUI~qS3: ~',~.s his n~.~.o ~.ttc.checl to this ,,,,,ork-',~ock proposition? 

COLO~TIL Mc~ZZ~: I tu~dersteoi he rocor.tueniod the 45-hour work 
week e~s stro.i~ht-ti:,.~e peo'; ,~u~ th,~t l'r,~ ¢Le,~n has rocor:¢~enle& it. 

DR. I,!OUIISfE: I hc~! Green's name connoctei ~.~ith it. 

I c!~,n~'t see thr.t th~.t is ~, very si;:nific~.nt contribution. It is 
a s~.rt of ,~i~le-.'!,c,r n.i~'pro,~.cD_ tc the ~.~a-Te-~.',ljustnont matter. It would 
not case the situ,~.tion nuch. 

I '~.o n~t see th~,t the situation no~,i is of the chcx,~.cter in which 
the be.sic of the work we~;~k sh~L, ul-I be ~.~oc!ific&o i think we are noo.r 
onou~:-h to the c~.tchinz-ul~ perle:l, so we had bettor continue on whc.tcvcr 
b~,si,~ we :~rc ~yln.~" • to h,~ve, which l.s, ,~.s I t~]~c it, essentially the forty- 
hour week. Tnr'~ is in the process of ~ ~" • 
~~usinoss cos a ~,~hOloo I, u:rsolf, would not be inclined to che~.~e it. 
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~ow it would civo ~ offset to hitcher w~ge rotes. It ,~ul~' z~ko 
it o~sicr to have loncor opor:-tlons ~t cortaln spots in the systc:::. 
However, I i~vo not soon ~.ny proof of that c~se that w:~ul~l ~'oliovo the 
spots whore you hnvu sc~.rcity. T::kO , for instance, your ~t<~ 1 inC~ustzy, 
It is ~. continuous process in&ustry. It is short on scr~ ~ ~4<: i~-:uz. 
It is up ~:Tainst the lln:it of its facilitioa. You ~rc not f:oin:~ t~ 
hol D it, 

I do not altogether see why this shoul~l be a dvoco.tci o t this st~o 
of the catchinc-up phnso. ~Wnon G,E, no~Ic its l~rico ro&ucti>n ~ ~,:hilc 
~eack, n lot of ~oo~;lo snid, "'~hy sure. | Th~t~s because t~v see sum~17 
catchin~c up with or~T, ors. I thin/c theft is t~um. But ~ ~ t 

very tinoly. 

increase sul~.21ios just ~.s we at5 catchin c ~zi. , I ,3.o: -~ t so,z it, 

COL0:~FEL ~:~c!~TZIE: You loft m%~nswGro,% the quotation the Prcsi 'ont 
was roi~utoS, to hrvo made, which y.~u nroy not be in ~ i:~ositlon to c~zu~ont 
on. It was not cl0nr r s to whether or not ~[r. ~¢ilson ~ms livinq in 1890 
and ~dvocating a loucor work ~0ck, or whothor it was the p~i;.t th t :'on 
woul< be willing to work l:,nr~cr thrz: forty h:urs ~,ith~ut rocoivlz:C 
pr enittu p~y. 

DR, I~0To~SE: ~[o; I ar ~. not sure on that. ~ut I ~o w zr.,t to ~.~2:o bno 
last c<;m:.~ont on this l~oint that it ~zoul,'l not re!love the e,,Cricultur:'.l 
situ&ti,nn; vzhich is zlest i~rossinc; nc;.~" ,ffou!f_ it relieve the stool 
sibup~ti~:n., %~hich is c~Iso quite i~rossin<~, 

~ . . . .  ,.r.,..,.,.,- - .  tl'.o O~,lloco is kuonly . . . . . . .  :~,,.,, of ~:o[~m oOL0~,J~L ~cC~,',0CH. Dr. ~.ourso,'~ ~,r- • 

~c_ny d[utios nnd rosi.~::,nsi'oilitios. '~',ro are inclo¢.c~ :nest o,~.,--~roci..'~.tivo ~ f  t}lO 
tir?.o you have dovotegt to us this nftorno~;n. 

(12 February 1948--450) S, 
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