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GINERAL cKINLEY:

ladies and gent‘emen, I just told the speaker we would probkb]J all
#o out and invest in the stock market on the basis of what he szid.

 Major Stanley Mclay is an industrial management engineer of many
years! experience, He is now attached to the Frocurement Plarning Branch
of Servics ,'Subply and Procurement Division of the lizr Department General
Staff.. He is the editor of SSPIEL ond, as the editor of this publicotion,
in COHPGCthn with his other duties, Major lielay has found it necessory to
mnake econemic forecnsts, g

His subject this afternoon is, "HEconomic Forecasting.," T take.
pleasure, indeed, in introducing lajor Mcloy.

VAJOR MeLAY:

hapk vou, gentlemen, -

The first thing thot I do want to mention is the excuse for existence
of this nebulous thought of sconomic forecasting, One of the problems
we have all been faced with from time to time is the attempt to determine
the forces that will be in effect at the tims a plan which we moke: now
will be nut into oneration. As many of you know, mony a good plan has
had only medioccre success bectuse of different condltions onc yucr, two
yeurs, three years, or four years hence; but nonetheless at the time of
the cocking of the plan it was a good plon under the forces then in,
operation, ~ :

The process of economic forecasting, I think, is a very siuple

~ones It may be approached as ‘any éther problem that needs reduction,
An objective is stated; o list of the knowns and unknowns that cpply
in the problem are obtcrmined. The knowns, of course, are :.muthod of
simple evaluation at the time, The unknouns are really the proble

It means a hard, objective approach, unemotional. For nnstunce, 1n
trying to determine whether er not there will be a coul strike, or
any other econcmic situation, i1t is a little difficult sometimes not
to take sides in the evaluation of the forces governing it, That is
all there is to the system, if you want to call it & system.. I like
to call it a system, : ‘

One of the things I would like to do, if you will agree with me,
is, a little later, pick any onc of the simpler economic problems we
are going to have in the immediate future, msrk them down here on the
- blackboard, and evaluate the forces which need evaluation. We cannot
evalunte them here, of course, but we can put them down and see what our
end. product will be, 8o in a few minutes T will “SK for some suigze
I-hope you will pick a simple onoc,
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CBritain and the west codst of Luropo

~in the futurce con casi

A4s an example of this particular system, I would like to discuss
Greek-Turkish aid.l am sure’a great many other people have discussed
this nid who are far nore knowledgeable in the lmmodiate areas thon

&

L amy but there arc certain factors in that that are now pointix
' JATQS what our American thinking is going to be,

Up to the time we got out of China, we Were in a “+jona1 DYOCGSS
of adolescent idealism. 411 bthe talk we heard and li the thinking we
heard was to the effect we were going to do something for China,., A
unificd Chinn wes the oroblem; it we s for the Chinese. Incidentally,
we thought it would give us a cushion in dcf use; but nonethelesgs rost
of the thinking of the people, in guncral, was Yhelp for China. M

During this war period we have been growing oul of that adelescent
idealism into more mo Luru thinking, throuzh no fault of our own, e
LLK“ forced into it-simply by o vocuws., Thore wos no cne else, in sige

or resources, 2ble to £ill the neod of worldbalance. 3o we were pushed
into it, mcre or less willy-nilly, W”thUU\TuLilZlﬂe ite.

o

However, out .cf that come the development of moature cynicism. I say
moture eynicism! becouse any mature thinking hos to be protity pr wx:mcml
For instonce, what is the prefit going to be for us? Are we joing :
GT&GCc and Turkey because we want Lo help the Gresks and Turks or hoc:
we Want to protect cursclves? Clearly it is because we want to protect
ourselves, Viewing that moturity, it does ﬂOt toke any streteh of
imozination to see bhat Before long we ove poing elseshers for the
parposes,  We know that, 2s I say, no one p]uv can fulfill this bal.n
of worlid powsr '

2
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There ove many.fine, highesoundi phr's about "chmupions of

“democrocy! wnd Uthe poor starving b cg “out thb'TurﬁS are not poor
end storving. hev 1re, however, j % on our line of oil supply to

\ U would b\,’ wa ﬂOlJL/,yOU,,(‘ -L_L:l a5 in
case of any internatiopal problems. Bubt they cunnch exist without oil.
If we let anything endang 2t 01l supply liﬂ@ thoen We wfc immediately

selling our own sclves, sclliny continéntal inerdcs, shorb, .

»

So that we can dbi4ﬂ7bO]J‘3C)k‘LOT an expansion of foraisn trode

wing on that tide of empire-~it is o tide ‘c-f ompire whether ;/uu

t to ¢ull it "champic *Orwcy’ ol thxn Cl;b you ey went
all it,  The prool simple as Llu ‘

Y 3

Since'mhgt is - bn

m is Just

i)

ic, ';he projection of whnt is going to baopmn
ly.be bosed on it, 8o wo can bthon look

sxpansion in our world t‘ado bagsed 5lmply upon our fulfilling
Thet is 2 reletively simple shabement Lo make, but cubting 4
the internationcl com piicotions, and so forth,.hhnﬁ is what 1ib




Now what is ahead in this country? Fibs t, mest of cureconauy, Mftcr
the internaticnal aspects, is going to be based upen what labor, as an lmpact
upen industrial prnuuctlcn, is going to de. I can tell.ywu thet labor is
not goling to do very muchy it cannot. To begin with, labor decs not have
the money, #ith the exoeptlon of a few very wealthy unicns, such as the
United Mine Workers and scme of the AFL membership, they arc all broke. The
wealthy unicns are geing to have scne trouble as scon 28 Congress posscs
any of the bills that are before it on labor bucause at some place in one
of the bills will be a reguirement that lsbor unions publish finadcial
statements. In the cose of the United Mine “orkers, as sn exanple, who
have never paid five cents in strike benefits but whe will show a worth of
any place from ten to venby-{ive million dellars, a lot of the dues-paying
- cugtomers who support the unions are going to uLUTt thLﬂker, "Wherets my
noney geing?  It'm hungry bub the undon is rich.?

¥

The psychologicii ractor will be ﬂguinst support of anything thav
backs the top level in the unions, - It has been proven before, The
‘United Automobile Workers are having that very scme problem now, That
is one of the reasons we hove not heard much from them . Thaot is pretty
generally the case in 2ll the unions. When you have n&mcd the ten or
flft&cn top leaders that can lead their veople out of this wilderness,
you have named the lot. The material is not tHore to bring the talent
to ’LLE} TJOP.

So, a little too briefly perhaps, but that is gencerally the
situation within the labor unions. Since they are going Lo have thosc
prebiens internally, it means they will be uneble to drive hard for
some of these idealistic OVJLCthGS‘—Mhdt we are led to i believe are
idealistic ObJLCthuS"—wﬂd it is soing to make it difficult for them
to ﬁo thates : o

Industry itself is alsc faced with shortazges, as a whole. Sure,
there are scme whe are not Ewccd with shortages but, generally speaking,
thoy are 21l having their troubles. In the nonferrous group, amons
which is luda, tin, zinc and copper, the situation is going to be very
difficult for several years te comes I cannot think oi anything at the
moment in this country that can be made without these ‘Tour metals some
place aleong the line.

Industry is nct geing-to be disposed to bargain with any great
free hand, For onc thing, preduction is beginning to slow upe. In
many cases workers are being laid off, I think in last month's index,
put out by the Department of Labor, on Lbuut twe hundred central em=-
ployment centers in the country,.bhv chief phrase was, Y“the employ
pool is increasing in this arca." Manufocturers are starting to loy
off o lot of men, So 1uoor, then, is in a postion where 1t ctnnot do
much of anything, no motter how much it wants to.

-3~
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The one exception I mnake is the roilroad brotherhocds, They are
stcunlnv. Thoy are carrying @ torch rother than an economlc principle.

That, aencrrlly speaking, deperding

on Whut the Congress docs,
‘is the governin; foctor on how well labor is going to pull\ltsolf togothir,
"I have touched on these things perhaps llttlc too bricfly, but

I did that with molice aforothousht becouse l would Iike to hear o nusber
- of questions, I anyonce will pick sume ope, simple subject, we will fry
toisturu an @vulu“*lon of it, S ‘ :

A& STUDENT CFPIuER:

*Rubbor workors.--Toke tho cubcome. of this rubbor-workors striko.

JOR HeLa¥s

Lo The rubber werkers, specifically, are fellowing the lead of the
‘Bip Steel workors. ALl of the unicns, it SQOME, (16 doing thnt, They
crve extondine thelr COFtTWCtb ¢y pestponins Lhom or urawglng;out the
bargoin because steel is = to.set any pattern that. is set, The

rubber worker Will, sbecific: llv, folleow thot andAiillodo nothing until

that is deecided, ’ -

A STUDINT OFFICUR
d&ve you done any mbrk in connectﬁun with st»ch Can you give us
a orojection on stoel? : : »

u,iAJOR ’LC

, T can give you some iden of the potential: ¢f . steel production., as
we o1l knew, the Iron and Steel Instibube cvoluates the tetal tonnog

annugl _c;:lp=;;-(31t .ol the stupgl :'mdzié.,tr;;(‘.‘ They donthat ot perdodic inturvols
Just as an injecbion inty our thoufht ‘here ooint- out that the

- reeoncnists fur the steol JnuvﬂurJ ALnk mu, i te have some roathor
difficult times 8! 937 roxpensicn of steel

capacitye. ' :

Iin this r
,the Institube -
cob one hundred. pcrcon _
wag o Qcﬁliﬂp cf an, 50 tons in

bout: six weeks ago,
C,540 tens npnually
hpproxim;ﬁold. Thoere

canacity.

A SuLCL ml]l u;hOS,fTOM DUQ Lo
mill costs in the neighberhoed: cf-’
not think thit any-miils they put -
o beom poricd.  They think: thvy‘ﬂgl¢ cor




pericd. They are not building,

Steel, . thoreforc, fra here cn in, regardless cof what happ
soing te be a limiting factere It is so much short of demond ncw thatb
it is causing cne of the big probloms. By the way, it is cstimoted thot
cbeut five percent of the steel now put out finds itsclf in.the bluck

market. That is certainly o large percenbage in tonnoge. .
Does that answer your quostion? ‘

A STUDENT CFFICER:

Is that for the immcdiate futufe, cr hew for ahead would you think
this trend would be?

JOR MclLAY:

Since there is nc replicoment of cobsolescent coapocity, or obsoletu
capacity, that.meins at least throe yuars‘from the storting doate of now
mille must be taksn into considerction bafore any now stoeol cumes on
the market., That is assund tht from here on obsolescent capecity
will be reoloced in addition to new capaeity, which it will wnct, So,
in my own opinicn, we con lock for o forward decidine in the national
canacity, I weuld say we ore in fop ot least six years ¢fl steel
striction., Suppose the -chalrman of Big Steel said, "We will try this
cut. We will start bullding 2 mill,v It would be six menths beforc
they had their plons ond funds allocated, and so forth, and before they
started tc break ground., ’ N

L STUDENT CFFICIR:
Whaot is the future of synthetic rubber producticn?

MAJOR McLaY:
There goes that curved ball of vhich I was wiraide  We must begin
- with a discussion of crude rubber before we can considor synthetics ’

Including the tconaze that Firestone and Ford have in South America
and .frica, crude rubbor is strictly o British-Dutch cartel, It is now
selling, I think, in the wholesale market for 21 cents o pound; that is
erude smoked sheets, The synthetic is selling for, I think, cbcut 15
cents o peund, HNow if synthetic ond crude are made free, thot is,
government suppcrt is token mwoy from synthetic and some. of the

“purchase of crude is ob
will just about die excepnt for those uses of synthetic requi
and light resistance which, of course, is syntheticls cne big

P

sndened, 1t hos been estimnted that synthetie

H
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1
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There is one other factor in thot connecticn. Netural rubber can be
handled without ct rban black; substitute dyes can be used,s But that is
net true of synthetics, Carbon block id o Mamusth ingredient fur synthetbic
rukbber, I have been unable to find cut just what the supply is:and
where 1t fits into the picture, 41l I have been able tc determine ig it
is a problem. - ' : ‘

Since synthetic is almost o nust under these cilrcumstonces for any
defense progrom we may hove of qtaofllilz 7, I think it is safe to agsume
that there wlll be some zovernment guppuxu, under sane Julse, Lﬂ“r by
pubting heavy quetas cn crude rubber or direct finnneinl suppurt of the
synthetic industry, or sume mecns of that description. Synthetic will
be kept, That is almest o foregone cenclusicn,

TNERAL MceKINLE

_ “What gynthetic dig that? Buna- 5?7 ire there se&ofdl'synﬁhotiQS?
: RMJQR McLAY 3
ﬁSynthetic fubber“ is o seneric term.

GENERAL MeKINLS f

;
Heve they corcentrasted on one?
Ch, nc, . LT ‘i

GENER AL MeKINLaY :
They have several, I subposc,
I‘fh’“!.J DR i CLA Y
Tq“t is one cf those *hings. “When you ;o to the Chemical Society
meetinzs, fights usually stort —w-one wants this and cne wants thot, It
. E &
111 finally oD r=JuLvod by someons who knows nothineg in the world obout: it

& STUDW”T OF F*CUR

Did\l understind you to say synthetic is underé;llia: crage by six
cents o pound? - o ' o

T adOR ¥elaY:
Y

Yes, sir, wholesale. It is 15~1/2 cents, or was day before yesterday

{




GENIDRAL McKINLEY:
whet %ill'synthetic go to Withogtvthe subsidy?
MAJOR Z,-;'C;Ln;f:v
“Strictly off the cuff, abuut thirty cents. It is roushly estimated

‘because there are so many overhead foctors in it that are marginal,
The subsidy will be zbout fifteen cents o pounds,

GL},

Ral, McKINLEY:
That is close endugh.
CCLONZL XOCH: |

You =sked focr o problem in forecasting which you might be able to.
use in crder to bring oub the different focters, Would you work cutb the
problem ns to when, and for how leng a duretion, may we have o business
“depression if we are going tc have one, '

1:JOR MeLiYs

!
Good!  Any more questions before we start into thot?

STUDENT OFFICER:

What abcut the building troces?

1}
adCR BHeLiY:

ou are referring to building construction as o whele, residential,
industricl and business, A4s you know, tne P, W, Doge Corporction is
probobly the statisticnl aunthority on construction and 1ts progress,
They anticipate there will be a prolongzed period of ;ood business in
building constructicn of 2ll kinds, Thot is cne cpinicn on it,

The Burcau of Labor Statistics in one set of fijures and the Department
of . Commerce in ancther set of figures estimabte we will go inte & boom:in
building construction, 4s. & practical matter, right now we have hit a
ceiling in residential buildings of zbout $10,000. The houses that are on

"the market for over $10,000 are about four times, without the takers, the
number in the under-$10,000 class, both new and already occupicd..  About
six months ago, the average ceiling price on existing homes and business
started to go down, which indicates there was not only a demand for new
bullding but that exzisting structures were not moving at such a fast psce,

N
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At would want next month,

I think the governing factor in conatruction is the attitude of the
building-trades unions, which is not progressive. But so far as any
prolonged estimate of what building is going to Be, rosidenti%lese, it
will continue for a -year or more; 1ndu<%pyv1gc it is slowing up now. Contrac
zre being cancelled in different places throughout bhc country nfacturer
who have had their orders back up on them are holding all thClT I s in
nbeyence, Spucifically, in the Los Angecles area there secms to bo an epidemi
going on there of manufacturers who are becoming frightened .over the shortage
of critical materials,  They made this specific statement to the Department
of Lebor which has been tryd to get an estimate as to how many workers
ly, it said, "As long as the shortage ir
sta, we ore not’ going to do ¢ ﬂvthlmg:
ng.h

strategic matcerialsie—to theme— Y
No construction, no expanasion, noth

So, apparently the conﬁtrurﬁicn Meld will stay at its present lovel
for sbout 2 year or more and thern T think it will begin to slow up. I cannot
give you a very complste answer to that guestion because it has been sbout
two months since I have gone into it. ' : : "

A STUDENT COFFICER:

Are rent cellings ticd in, in any way, with building construction?

MAJOR. WeLAY:

Very closely. It is sinply a matter of dollamr-ahd-cents mathomstics,
Under present~day conditions, and counting on five percent of your investmen
that is to go into the bleock-market materials, you have to gebl a winimum ren
Rents run within that rental arca. :

A JTUDENT COFFICER:
3111 the ceilings be taken off becamse of uhu boom in construction?

WAJOR ¥cLAY:

Ir-a short boom, it would. But, you know, cnesof the t
causing this demand for spaco is sn expanded idea of the p]:
people could have re, A number of vebersans, constituti
proportion of the people demonding new space, have come back
thing they nover “ﬂu hufoiﬁ; So e wl Jl ﬂcVL an immediate boom

consgtruction-—~without the cei: but with the exception oi a vearsg
big companies, such Metrop Life, tﬁu arc going to be

the average p SO As

spectaoular.' The rents will be out of the rea
seon 2z the speculator golbs wind of i, that wil




Now I‘might'poih* out thmt conthjoq is hls*orlcal.~>lt Was proven
rmbjt after the last wa

‘_IS that a complete cngugh‘answéf to yqur‘qudstion?
A STUDRNT OFFICHR: o o aE
Yesy thank you.
A STUDENT OFFICER: ' "

Could you talk a 1ittle about the black market you mentioncd a fow
momsnts ago?

VAJOR WeLAY:

First of all, they are black; gray, light gray, dark gray, and 211 the
rest of them, :

My definition of a black merket is, "material for which we pay & price
for other than normsl considerations," That 1s what has vencr&iLv boen
agreed upon a3 a definition of black market, I can tc;l JOu hrctuy'op/ 18w
cally how some of these black-market dealers work. '

 1 know of one item that is very, very short. It is adhesive
shocs. As everyone knows, there is a great desl of adhesive that
the manufacture of shoes, The shoe manufackurers cannot get the o
not kecause the adheslve people cammot turn it cubt for them, but‘bccau
they cannot get the steel for the 55~gallon drums, which we hjveﬂall'seen.

There is one man I, specifically, know who goes around and buys up drums
at any price. He goes to a shoe manufacturcr and says, "You want adhesive?
I will furnish you the drums and I -will se¢ll youw the adhesive, too," The
shoe manufacturer is probably on the verse of closing down hi
he cannct get the adhCSiVQ, s0 he pays whatever price hé has

;«1
c1" 1431
ey

o]

coure of
an urmhio]

True, it is not a big 1ﬁﬂr dient in the manu
3 &
zmmﬁmﬁumwcmmmtndm'uvuuﬂmmmji, That wa
That is onc example,

W
O ¥
J
’:‘3

operation.

The principal problem at the moment is in connection with steel. There
is where the black market 1s; sbeel and certain building materials-
floors, for instmnce. Flcoring is a very simple thing in which T
marketing. TFor dnstance, if you'want_bo travel through the Souwth w
next three or four months, you csn buy this building lumbzr and her
flooring lumber right roadside. 4 man who has = mill two or throe
the road can sneak it up, stand along the side of the rozd, and & a whaiﬂ
the market will pey. That is going on right now. Last fall it weas being
conducted right here outside of Alexandr iu. Several of themw put up a shop
between Alexandria and Fort Belvoir, right alongside the road. They would
drive up in a big trailer, put up = ul”ﬂ, and what they could get cut of -
you is what you paild. That, to my'udnqg“is a2 black mvr'* e

QQ?FH UL&
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Cf course, there is the M"greab frec American enterprisec,” bub no
theless 1t is costing somebody whe carmot afford it. The people who can
afford it will go cut end buy their own timberstand, cut it down the :
Schenleyts, the distillers, arce deing thot right now.. They will not
market price asked for w ak barrel staves. So they went oubt to
Virginia and bought their own timberlsnd. But the Little guys, like
ne, when we wanb to buy a housc, we are the cnes who always gpt stuck with it.

Do you want anything further on that?
A S”UDur” OFFICER:
Noj; that is plenty!

[®
X

A STUDENT OFFICER:

at‘is the future of the commercial airplanc companies in the Un
T do not mean. world-widec.

VAJCR HeLAY:

T think it is pretty safe to say that within tho rnext six months or year
you arc going to see a terrific financial bust in a lot of thoem, For one
their operating costs have been up 286 percent. Thoey wore one of the

thing,
Ctwo genex ric industries that could not pay a dividund in 1946, The cutomotive
arnd Lines people were the only two who coa4d ol poy dividends

air
veb their costs have been vy 85 percont.

A lot of them are ovcr»oxbcn ed, Théjr practices for handling traffic
have been poor. They are roally in a d woy. Pretby soon wo are going to
sce trouble. The TWA row between H is Jus
indication. T : ; :
"call the shot

kes and Jack Fros 1 an
statisticS on it thabt almost

here ars
s by tho

nonufactur industes

Tould you project ‘thet inte the
wiet we can expect?

0% VeLAT s

Yes, 1 wo&;d say they are going to be in trouble, tco, A lot of them,
I know specificalliy, are ox lor11q other fields of m&ﬂULPCLuxlﬂT
I do not know how far it has goune——has bacn making very carcful
metsl furniture, Boeing foels o

Jin o very tight and CL-,»:, L; TGUS

iR:

Tast has a tredition of playing the Western i
?L&JLPU one “Ualnut the other. What fz2ctors should be
ez for assistance, basced on that teadition?

STLIGTED




How much money is that geoling to meke for us? Tha
Lo be good for américe?  Are we going to contro
and, or not? - That is my personcl oririon. Frankly, I amoo L
on that, S ‘

?

The world-trading instincts, you know, were born in that avea. Thoy
heve been with it for ten thousand ysars, They know 211 the tricks and 211
the slippery moves. e have been in weorld trade for three hundred years.

The best thing to do is to put ourselves in a position where we are
not subject to horse trading.

There is also onother point to consider.. The gevernment sheuld be

locelily determined. If they want to have thelr own government, let them .

have it. If the Greeks want to have tawxi cwn government, let them have it,
4 STUDENT OFFICER: ’

Dn you subscribe to the theory that it is promiscs for help in the
future that make friends rather than past favors?

BAJOR ¥eLAY:

;i STUDENT OFPFICER:

dust how do you eVQ]uﬂto 2nd how much Wt?”ﬁf do you put on thesd factors
vou cannot pessibly measyre en you are working oubt one of these problems;
such a5 sources from which you cennot ‘possibly have any information?

g8
CD‘

¥LJOR Mel\Y:

Well, a good deal of thcse ars Gva l&?b]u. I “they do pct soemn

avaluable unless. you hpve 3 If wou hove been working
cn thom for any period of tdme, t n‘~”u 48 BUNE gJuk’" a wv*"uivb nousitive,

in some dogree, aspact.

Lot us teke this telephono strike. Cne of the problems the Fedoration
of Telephone Workcrs has ds local negotiation.  That local negotiation betvwes:
the loczl telephone companises is, I understand, dictated from the hendquorter:s
of the Telephons and Tol aph Compe way., That is'a cy. It
is n@t an operating procedure. That is certsinly evaluable as hax g

tlvc ¢ffect in any immediste sctblement, is it not?

A STUDENT CFPICER:

In one particulear COunCCtlUU.




(‘:3’19 )
o)
iy

MAJOR MeLA)

Yeu have that particulsr case here, You cannot discus

¥ould you want to extend that o lititle bit further
4 STUDENT CEPICTR:

That is 2
pinned down., Bu

Or SUme

.)

. V:i’}'% V 1 1b of
{gl":’;-up, wno is MaKan Pi N8«

a7

il

not be

world besisy he bdﬁnot underatand whether thet infermation weuld be av"11~

sble to Industry or to the fa

agters .

MAJCR Wl Y:

e ¥now, weeks before ths announcament was made,
cbrokey did we not?

NT OFFIGER:

Ok, we h2d known Lndu f\r a long ti
business.,

MAJOR FeliXs

It was cbvious to me that they were going to unlond
someonets lap,

A “TU’)T T CFFICER

Jaj

and many cbher

MAJOR HellY:

I think they were locking for scmehody -
\hct potato,. 'In this case it happened to be
whom they could throw it,. Chviously, thelr
Take, for instancc Palestine ——they tried to g
did net ge for fal&uTlﬁw

503 JDENT<OFFICER:

VCQ, but tk point is one put 2 spe
the p ~b7cm WA commncn 10W]k ge among the thinker
checking cn the pro DLC They i CLE h! it wos goling 1
But an indus tr¢a1;st < lons did not heve any k
going te he cf the squawks of criti

+old

P

W3

Lmerienn




-Kf CR McLlY. .

I cannct give you any definito answer to 1t other than if the
industrialist cr the person was awake and had known of the problem hb
would have been aware that there was a situstion where he sheuld hav
at least woney insurance.  Haybe he was not sure of what was guing te
happen, but he could alwesys carry plenty of insurance.

! “TDD_AT OFFICER:
It is a hedge.
STUDENT OFFICTR:
Can you give us a little forcenst on the cost of living?
MLJOR WelliY:
It is goimg up and it is gfiﬂ@ te continue to g¢ up.

A STUDEMT ( TFFTC”R:

"Fell can you tell us what is behind it? I wmean, what is pushing it up?
Is there an sbundance in this country? Is it 2id to foreign countrics?

MLIOR MelAYs

tid o fercign countrics is, of ccurse, the only phenomera tnat is .
keeping prices up. If we follow the pattern that has been his storieal, prices
now would come down because we are ]1Lolq41¢ in the same tinc zone we were,
in 1920 and 1921. The other forces heve been the same. '

There are, however, twoe facters invelived. "One
porticnate aid we are giving to fureipe countries

proncrtion te the gross nationol incofie as compared nal
income in 1921, That d4s nurber cne. _uhmb ~ twe is 1cture
of nonferrcus metals. Those are the twe facturs dunvelved,

This recent pork rise has put cveryboedy te thinking is ths result
of action by the farmers., Pork started to go up and the farwers whe had

not farrcwed as many lwub fall as they might havs, saw this was @ chance -
to bring pork intu the market and caspb-in on this price, Whot it all means
is that pork is going to be r m(tLVCLJ ‘scarcer becouse 2 1ot of these o
shoats, that shculd have been still fattoning, have gone te merket.
means - there is golng to be o 1ittle dip in poerk in the summer; next fa
is going to go up still higher.

I understand the wheat crop locks good, but if we
111-tkgse various countries--which we apparcntly are
going to sosk that up.




In the basic industries, the living index, with the excepticn of five
weeks, beginning the last chk of Decermber or about the middle cr next t©
the last week of December to arcund the end of Janu@rv, wont down 2 o
points, Since thabt time it has been gradually croep’ug-up.» Until this
gquestion we have here (whether or not we are going te have a correcticn of
some kind) is rcgplv;d, the prices arc still going to zo up.

A STUDENT CFPICER:

The Government, apperently, 1s talking o lot about re duoan the cost
of living. Supposc 1t cang w1at will that do?

HAJOR HeLAY:

Thet is cone I cannot answer but I do not see how it can be done, except
with subsidies of one kind or another. The ecomomic forces are just too
utrmno :

] That is a slight answer to your guesticn, I know, bubt I just do not
> . Ao . . \ .

know How it can be done., Although the guestion has come up before, no

cconomiot T have talked to has been oble to give me sn answoer Lo it.

L ‘mbWﬁNT CFFICER:

. This morning's paper carried a big advertiscment by Internmationsl
Harvegter Company teo the effect it was reducing the price on oll of its
products,  How do you account for that in a rising cconomy? :

,WAJOﬁ ¥eliY:

t is not

L oco

Tha
industr ;
than they cver me > i iy nistory, pcrcsnt\nglu&.
ceurse, o few cases 13& Al]l s-Chalners, thrc thers is 2 prcimngcd =
but, ¢ sdvrﬂi}y peaking, they are all way above, '

roft and xvtmuofivb, hov

. 3

it looks on the surfacce booauae all ©
"C

BJHUu 1y
L“VJ&ted
e 1t b

I have specifica llv asked scme of thoso Who have been con
crying about bad conditions, What was your percentage of pro
capital and cxpenditurcs in 19397 “What was it this ycar?" Ea
'beog higher. That goes for tire, chain ﬂnd cl<th1ng mﬂuufﬂct rer s;'

] True, there are some whoe have be@n cut° but I . have put that. qu:gti
up te them and they have all answered the, SAUNC WAY o IfcHarvester

a 1ot of the others can cut.toeo

& STUDENT CFFICER: : - )

Do as that. indicate the cest ef living could be cut:i
irterested in the dollar?




KAJOR YeLAY:
Right

JINTY \'\T‘“"’TT YT OTNT
FUREDS N R DB ¥ LI LA A S R B

You forecast a depressicn at the st tvmb vou forecast
in the cost of living. How do you recon01lc the twe?

¥AJOR Fel Y

KAJOR MeLAY (t» Cl%os, generally):
Did 1%
(Beveral Vcoices):
T don't think 50,

COLONEL XOCH: .

That is what we are going teo ecxplors.

A STUDENT'OFFICEI:

’

MAJOR MeLAY:
I’9ﬂtsurry to sa i
V]

7
say that T am ahead of

the answer to your question is

R
'y

ag't,

I

nsked that

will also
the game. Now I am out of the market and I have no

“dntention of getting back into it until the question lo flu 1ly res chd.

;»STUDENT OFFICER:
mhank you, sir.,

1A OR VeLlY
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4 STUDENT OFFICER:
No, sirt
A STUDENT OFFICER

You have intimeted you did not think there would be any great amcunt
of strikes. If the cest of living is geing to continue te rise, it would
seem natural that the working man is going to ask for more meney.

EZJOR Hel Y

Right! But ancther factcor that goes inbc that is the demand for worker
The thinking now has changed a little blt, too. First it was, "Have T got
a job?" nd, second, "How much can I get cut of 1t?* Tthen we had this
wave of strikes a year ago, the first reaction was, "Sure, I have a joby!
" There was no guesswork sbout it.  They not only had 2 Job, bubt if they
did not like that cne, they cculd always go scmc place else and get ohcther
cne.  That is the governing facter in the dues-— paylnﬂ members? thlnkln

*hile it is’perhaps a bitter thing to say, the lnaustrlql W(TKCPS can
still stand o little morc rise in pri I

3
o]
o
o
[
19}

L STUDENT CFFICER:

:*llrhww about in the automobile iHQUutTJOA That is pretby’ clossly
organized. 4 strike could be conducted there without that nOuCLd lwb T in
order to turn out the product, '

MLJCR HeLAY:

There are plenty of workers in the autcmobile ficld., 'Bub, in answer
te your specific guestion, how about the United futcmobile Workers.. Bub,
in enswer to your specific guestion, how about the United Automobile Workers
Thatunicn is so torn.internally by strife between the right and the left
that they dec nct have the strength at the top to do anything definitive,
regardless of what the workers want. They have a dandy cat fight going on
now between the Communists and the "party liners" (it is so hard to tag a
commuriist}; between the party liners and the progressive right as personific
by Walter Reuther., Until that fight is settled, thbru wlll be no peace witl
the ranks of the United futomobile Workers. g :

‘CTNERAL FITLEY:

111 not that insccurity in the job have a tendency to increase the
preductive cuxput per worker and hclp crrect the automcbile industry's
difficultiss in the past? .
MAJOR ¥eLAY:

- That is i A@r0v1nb NOW.




GENERAL -3 ckINLEY.

Wall w311 that not erng about productivity in the automjb le industry,
where one of their biggest troublﬂs was before?

¥AJOR ¥el.iY:
t will incrénse prodnctivity per worker. )

<
o
.
Qe;‘:
3]
e
}.J.

GENER..L. McKINLEY:

ys done thet; it always did for me.

A STUDENT OFFICER:

If the automcbile industry is leosing money why did Ford drop the
price on hig preduct twe or threéd months 2gof?

Well, T asked onc of the men that and, boiling = lot dowm, he jJust
sald he thought it was, first of 211, a public gesturse and,' ranber bao,
they closed their bocks when they started cub on their recont model, that is,
the 1946 model. They wiped everything off 2s a 3rss_and started =new, ith:
the new boolkkesping structurb, they could stand that much of 2 cut, provided

\’J
PNy st out the nrody
Ull\/J E Ay s 19 Ul ll .’f'}“' N

i

I understand it was primarily = public-rolaticns if there was
any loss incurred they inbtended to mark that off to ra 0ub11c
relaticns., : ; ' o o \

4 STUTENT OFFICER:
Do you think cther automoblles are golng to go down in price?
MAJOR ¥clAY:

- I =m waltlng for them to go down before I buy mine. They probably
will not go down in prlqe, in fact, they still are rising., Willys put

their price last weck on that jeep station-wagen te 51,84k, whore it WﬁP
$1,637 originally. I had an order in fop sne when the ceiling went off.
T4 wpma GT AL O o, e FN A PR P e Y | T corboinly
AL WO d)d ¢ DA [vagisa s Wi Uk Rl g O e ool v LY

will not consider bu’
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They cre still going up in cc“*' . chever, some of the manue
facturers are trying to get around th k, for instance, unanupunced,
is going to put out only 10 percent uf its cars in the lowesb=price br ﬂﬂmet
about 70 percent *f them will be in the highest-price bracket, and
snt will be in the middile bracket. O0f course, it dees nct >

icnately mere tk make o more gmpensive car than it dees a cheap one.
v“amjf'*c:’t:urmr:s aretrying toget arcoundit in that way without raising the price.

UL,(u.t.

DIOm

5 4 is sl a matter of preduction.  They feel
the more they can punch out, the Tower the rrice will come down. Bub, you
see, they cannot do it without these ﬂrﬂftT“UUu metals. Yhen wb_trlnd to
explore this matter with %Willys, we were told the resson for this price rise
was, "We have cars sebbing out there now without t Every day those
cars walt for seats. They Just set ocut theres.
continues to gec up. That naturally raises cur

4]

In the final analys: it

est on our invesbmer
7 cosbs M

N

p

e
(5]

oy R A
gome of these

shcrt%pcs, the prices W1¢l nct come down on uhu,
& STUDENT OFFICER:
Yhat is behind this nonferrous mebal shortage, par icularlyQ

T\ Ll OR I Cqusko

. There arc a oouole of, th41gs. To bp&rn W1+h, up until war onded,
we were participants in an allie i i
knoa allocatcu by COMIH

a8

i Ty
;;;;; LS WC WATTEC,

hw wer we cbtaines

tin frop :
elivia. uwt
ﬁuot.allg, I

L8 fC.L copper B gocd QC:L-.- of that came from the west coast of south
3 3 ' : :
Smerica .

. ,%mitwmowm
our own regulre
f""m 1

- J TS S IR T e b
nk we produced a good 70 percent of
: he bull of 1 >

cifhand wher

Pubt new uses have been found for these metals that have far exceeded
the replscement capaeity. Thot is point nuEber cng. -

Wumber two: The British and~tho
sources from which the world supply wos &4
to have 2 very difficult time to eﬁ"amy
up that differcnce thWGuﬂ what we have
really the principal thing behind it.




There has been a report published which I h ve not, aS'yet,,had t

tc study. The Federal Trade Commission has just 1n¢oh a 600=page I
on the internaticnal copper situation. They seem nk that the pro
ductivity of the metal in a mine, regardless of vhurc thp mine is u‘“tpd

.

is not increasings it is decreasing.

5 STUDENT CFFICER:

What do you think are the chances for Kdl sp-Frazer cars under presend
cenditions?

MAJOI MeLAY:

’_7
s
5

You can buy six, at any price, right off the floer. ¥hat the rcas
ig for that, ncbody soxus Lo know,

f“\ﬂ"ﬁ" (“‘ R o
PR R T AW A

It is 2 new car and nobody wants to experiment with a new model. -

Thers have been no ¢ Laints from the owners.

JGNUSSON . o ' ' B
They have nrt had them long encugh.

MAJOR HeliYs

But Kaiser is having trouble with his mctor supply. He just 'moved into

Continental here about three or four weeks age and will probably taks over
&

Continental in three or four months., e has steel troubles and motor

troubles. - :

. By the way, he is elso having a first-claoss fight with Frazor, which
o L] . H
dces not help much. I er SUHRLl do not know too much sboub the Kalser~
3
Fravzer situation.

The q%cstlcn here is, are we golng to have z depressicn and 1
why? \ :

4 STUDENT CFFICER

Then and for how long?
VAJOR FeLliYs ’
L)
Wnat is the first thing thﬂt causes a depression? It is a lsck of

Luying-power. That is the first actual eruptive sign. A lack of buying-
pewer leaves material on the re t&’lv““' shelves; it backs up con them. ‘




s

Suddenly we have a price-break such es we had in 1921 when
Thllgdblpﬂla,,m?“kcd everything in his stcre down, I think i

Yhat, caused that? Tell, what caused it then was runaway cre
stallnont buying, inventory cro L, monufacturing credit, and sc
were beling c>tonuc” pratxv mel: with o thl sh hend,  Thet 1s net sc new,
The Federal Rescrve Bank is keeping very Ciwéb control on credit of all
kinds. Sc, one of the factors that might lead te a tremendous pile-up
of dnvonbory 1s not present at this

I might peint cut there are sbill many inventory loans, and so forth,
being made; howsver, thoy are nut bel : ““PCbhba*lebG with the same
P because the unly VZTJSELCK we

o

lavish hand they were b‘f 3. L o8&

have in cﬂlﬂulatlny anything in the fﬂt *s by what hos ¢ before. That
is one cxplosive that has taken cub largely--nct completely cut, but largely—

"

ary aucumulated prlco«brca&.

o in two aspocts:

Second, we have thias tromendous foreign-trade s¢tu.

One of them is the materials we will buy g;vcrnm01ualw ¢ for dis tfiuuiluu,
administration, and so forth, in other countries. /ind tho second cne is the
export demand that has been built up, much of it buOKCC with cash dollars
rather then credit, in foreign nuunirles, srideipally Scuth America, uzuth

k
Mrica and Australia,  HNew if we can X’bajblV get the materdal and
can manufacture it, we will have those markets

The third cns is the psychological fee]inw of the p-opl>. Tha
far zs I an concsrned--there is ewianon consent on this I
the decidxnﬁ factor, 1f cverybody started to huj
going to come down,' there 112 be & price~braak
now and continue to buy we will havs o slight o
structure; 1t ' up and adjust i
proeducticn,

se the

wcecording to a sbudy mede, I think by the ¥
a year and a half ago, 76.5 percent of “'l cur - sav
20 percent of the peup¢b, 30 percent of the people in this count:
savings whatever and were spending thelir mency as fast =s they g i
further chock on that last week indlcated they were still doing so. -

*Abw were in thc




Now 4 those workers continue to work and earn geod meney and i
it mesns they are going to buy up and hedge agsinst--Thedge" is nct the right
word, bub it constitubtes a hedge--a price-bresk. The price- bvcak is‘thc
first thing for which we muot iock.  That is the pdychological 1ste
tho people and what they are going to do Wluh thelr money. Tnc ANCOnE per
ulﬁhyr tnﬁw 1t ‘has cver beer

o]
[
o
3

srmo ipdiﬁaticn° thet this resistance to ing is here,
First, i f the fact you say the Kalser-Irazer car 15 naw, you can
still go to a 1ot of dealers and buy one right qu the flecr. Sccond,
there are many durable goods that can be bought o off the flcor. Sears
Resbuck will now sell yeou certain types of Gl@@t“LC befl zerators, stoves
and washing machines rizht off the flocr. I have asked b;gm.a numoer of
guesticns:  Is that gh prices, cancellation of ufdv*a, or Jjust
‘generald resistancs? d, "Oh, wes had not thought about iv.  The
refrigeriters sinply back up on us and we wonbt to move them,?

i{”fﬂﬁlelc feeling is, aside from these altgrnatives, I do nct
thjnk the signs are clear ;&t whather we are geing inte a depr usicn or
are gojr' to have 3 boom, The consensus of thinking

)

2irs in this businzess is that we ~re in for guite a boom perlods-
pericd-—fur several menths to cume, followed by a——ond most of

his specific term—-'correction!, In trying to get soncene to
e hnut ”Pf““ection” is, I finc it is a gencral term bebucer

GENTRAL MeKINLY
Tike 19‘%*.
Y JOR VeLAY:
'Yes; ngg gl*ce below 19?A is what it amounts to. |

~P ok
e

r ¢n this
cngincer's son,
i Tharksgiving
”"u can't have

It is pessible to go into each cne )
subject. It is very much likce the stery of thc in'b‘triﬁl

i

~about three years-cld, whe kept bothering

x
1

time for a boby brother for Christmas, She KbFT

2 baby brother for Christmes. Don't bﬁtb“ﬁ mol So hL Lluolkf ualu, "y,
mother?! She said, "There isn't tin

now and Christmas.t T forgot
for his speed-up methods, 3o
ves, FPapa says, whet: he has a

~te menticn that the boyts father was
the boy said, "hy don't you do what papa
teugh job on his honds, 'Tut more men

Your determining factor iu
it can ke dene. It is. JUOL oo
that can be put on h(. job.,




g 1 the R sreh Institute
which, to nmy Llnu, is prcbably the soundest ond mcst profound
students in current and projected econcmics. They have some

1 bhedr stable, gocd :.,ne:, who do nothing in the

cf you h

rm,

o a commen deneminator, - Thelr fore
kcy arc bether than 97 percent accu
ol bb duﬂb. They Jocated at 292

forecasts.

T L AR A VE S
complete answer. 1n the
Jobe

depends on the

& STUDENT CFFICER:

JOENT CFFICER:

Then you do not subscribe to this serics of forecasts,

FAJOR MeTAY:

T,

Tt c""r"';lu{t,ely.

Ay

. y L LT '"L’J.J «
sC fu as T can see, preti; cuch and go. . Ju~L G
reascn, we dd g vy bl

gtart h“*k
which way

.
A OSTUDENT OFFICER:
“hat dues the baerica soy dis golng to

I‘LCR MellY:

Heldl those They ave
b ‘u'i‘; B‘ SCHUS

heir necks ¢
hove = substar
vory sincore in wha They
may, in and of itsclf 1 dmpact ¢
that. 1 <¢o think thoy kluh, but they w1|l jate . :
about flfty times, - -

subscrib

L




‘The one that apr

“degros ahead of ccunomic conditions, The big a

Jdevedls that. industry and Congress were going to "oust" lebor. That,

4 STUDENT OFFICER:

f the
- market last Septoember? I understznd scme of th
still m“kﬂnf mCNEY .

decline in the stock
large corporsticns were

G

"hat is your opinicn as to the cause of

w

VAJCR ¥cLAY: i
There are numbvr of studies continuously being made on the gymnastics
¢f the ~b\cx me Scme of them are very, very profound and very sound,
2led to me the most——it appealsd to me the most because
I made 2 little poney on it--wos they were anticipating a slight correction
in economic cenditicns pessibly three to ~'mxﬂths in advancc. That
slight correction did co arcund tho " December or first of Januvary.

)

o conmenly cecepted fact that the stuck morket is o certain
ument is, is it three
cr six <r seven cr nine menths ahead? That is what the bip arpument is
sbeut, - Most pecple agree that it ds anywhere from threc to nine months

ahesd of cconomic conditions,

It is

N

.

Second, there was a btromendously pessimistic feeling at the bi cney

ncst of us will remember, was the talk along about fugust and Septomber.
"fotve got te thust! laboer', people were saying. If labor was Woustod",
it would put cur econcmy back sbout twenty years—-1 mean broken as
mOVement . ;

Thet made & lot of them a 1it
That, in tuin, caused a great decline
speculators in thée nvrkwu do i
transacticns they will show a Jet gain =
the earniy of 2 company are usundly not of urur
it is a factor in their formula, but it 1s nob

tle skittish; a lot of them got out.
lew a good many dnvestors orp
lse.  Cver 2 pericd of
1 of their cperation,  So
€ mortance,  True,
Ampr I‘b»:'l.ﬂ(, Co

STUDENT OFFICER:

Weuld you net sdy meet of these forccasters, like this Re
Institute of America and the stock pecple, arce douvble-talkers?

MLJOR MeLAY:
Doas thet include me in thers?
A STUDENT COF FRTOER
The ress

reputable Wall ptreet cutfit come cut and cald that for five
would tell you what te de, T subscribed to o rﬁt. They told

on T made that point is t?.t'thc stock market and o vers
l&fﬁ,thﬁy
2 and  three

menths later the stock market broke.

C‘s PJm [F@'J

3 4

p




Foll, T cen only say this. I know Ju
) stend how you Pesl aboub the whole LllA - Eut,
starte& o feel sround the market T did the same tning;

het they say as being strictly o statewent of Wnll 3Street
and see it i the light of the statemenbs of the 3tecl Institute ond sther
facters whieh moke up cur tobal ccoromic “'~+ure ich, in dtself, a1¢octs
the stock market, you will zet a much ;
know. - T found, '4 uﬂl’" : ’
cannot see the For tho .
Trinity Church and < obhe obher end,
begin te btzlk about the wnderground burning of cos S in g ;b‘mﬂ Wl
have o tremendous effcct on cur il industry, they will say, ”Th“
Yhat dees It mean?" I mean they will sk you,

Trecs.

tae rive

bt

speaking, I do no nsider the top five cr osix stock
A lot of th@m, 1se their werds ore so 3wng CHly
v what they say, hh =5 Research anLtJLWUV," '

: LL—uv?or cthers.  They are vory cauticus in what they
S they du not know, bubt they do not went anybudy ruuqlum
heir opinions.

D will 2grec with you on

Thers ars a lot of 4 ubl -tth

Tr
. o

o
B

Roger Babson over the yvears

@ who called the 1929

think, H

KTNLEY:
ot sbove normael he would

Loy i C s - . o - 2 B
Cumquhcwa,fﬂ/hmﬁmu always

3, "ithin the noxt two
wf fact, thie

Viell on this h“rtzcular one he
5vnr% tburb will be a terrd : WS

naticnal headlines,., Thers s iynching Babsc
all thet kind of bu)in i85, Bub he did foreeast the 1929 depression

Rabson ]1w1t° hi
follow him very clus : 3
: ccultural 2, for my cwn IGEEe8,
with my peculi e a little better thon
if I weuld icllgw the finan ¥e Iveryone hag his own schanc, o




A STUDENT OFFTCER: : A

Returning to this depressicn question‘once °”Win, when we stop foeoding
the world presumably the purchasing
What will prevent cur following the s
War 1 dn having a postwar depressicn’ dus to thit reduced purche
cf the farrers? :

zztterr,a we i-"liwwd z*ft@r :
sing-power

VAJOR Ml hY:

Your questio

the incos

1.
06

g the ‘\'\1"1-»4 s !
pur'c;hﬁ}_sing;-m(;v.;fﬂ.' B

That is cn the 5is;s‘1"" .."";:.’ ot Loday we pull the string LIOTIOW -
we ere oub of the world t . b oAt ean hat way,
Tt would be very 5’;.‘(‘%«11)5 : be withdrawing In this country £ 5ix-
months! pericd the same as we h“vv d ne with the psecples of China. got
cub of there nretty fast, but even so it took us six menths. L planned
Lowiil teake a much longer wime

(i)

_fe

withdrow-l

meantine, part of the relicf we
1 for th'o rehebilitation of thelr intern: ﬂ 53 L,l\m:s,
transportaticn, agriculture, and so forvh, which, in a degres,

1ntively self-supporting. There wi'- L bhe a ;vr;zu.'iu:';l ‘(,M ine onoour

them rel i g
hope that the Y‘@hﬂbl}_itf’tion of tho

part., * mbtries! inte scunomies
will cruse them to use tho 0L 25 thcy start to trade,
they can buy « u vds and more: rm products will go into industrial

processes—~gynthetic alechol frc so forth and se on,

have donoe ne work
i1d be o
dately, T

i

is

Fr‘
}_‘

That 1s a pretty far p
o, whwtuwr, ‘But Just think .t. it
SRS oY o cess. rether ?t'.’nfrn ] - rapld,
3 ezy thet is = corvest y Lc;rll I Ln\ rew all of Uy
: the ecuntrics & ding, we would cus. farm
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STUDENT DFFICER:

will see you ri afterwardsl  (Laughter)

~I MeRINLEY:

Thank ycu very much, Mader Mclay.
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