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ECONC:IC POTIMIIAL TON " WR~-TNITIED STATIES
27 Cctober 1047
GEIERAL MeZIVLTT:  Gentleuen, tids owwncow.sm st is
or. Virgil Jdordan, vho is the Uresident of tho National Industrintl
o .; nd

s
Conference Board, That 1s a rescarch ald cducational zasiituivion
for t w2 cocperative study of sccaormic ona 2administrative wroblems
of American buswness. The founders of tne Conlzrenze tcore,
roprescnting twelve branches of industry, belicve that a corpotizave
eccnomy, soundad on private propert s and 1adividual Lioorv,
sutel to prorot: human irelfare, The Conference Toard, to accewmiish
138 aims, analyzcs and Jdisser

ig best

minctes facts pertvaining to the basae

striucture aad developreat of the nationrl economy. and 11 t:

cf coursc, thrc Lndustrl Collzge has a sp=cial antsorest. The "o
+

nrt~
rants of the Army and the HNavy rocognize the itmportance of tan Confzrence
Board by nominating hl"“~run;¢~g officers lor maembershan on ilhe Seoard.
It 1s ny onrivilege t6 be the ~erbher lrom tne Industroal Collore; only
laoth Thursdar nicht I 'ms pravileced e atiznd a roecting 1a o Vorks
dx s

ES
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vherein bherc was a Sremendously int.: e siing mancl

The subcct of our lscture this morninz 1s "Tho Lconoric Jotcatial
for Jar of tac Jaated StztoJ,” and for cn arpraical of btnns s“bjccc
Dr. Jordan quclzxfics as an autaority. £ have crect pnleasurc in iniro-

duciag Or. Yirgtl Jordan,

Il

DR, JOnAN:  General Le¥inler and ceatlemzn of the Colleges
“he bzst wext

I coulr talze Jor what I hava tu say to rov this rorming
is 2 gscntelcs fros the swvate~ent o, JCarach meole here 108l Jms oan
vnich he saxd: "The Arned Ssrvices boany have Lo be v“v o’ ob plonge
in war but in govesrmernt, polibtics, onld the huraaitacs."™ Thaic cooro
to me narticulsrly true vhen w2 arc dagscuassint protleys of ccencmre

petential tolav,

T shall assume that an the ccurse of jour work row hosre :.eo
fu11ry accuaznt.od ~rath the crmude Sﬁ&tL°t'““¢ dosa on mataraal resonra:
and man powsr, I shall draw a line under thal area of ingaxr

J “ N
for & few comments oa certain aspects of the sitaation ant cutleck wrach
tze up wsth the kind of thzmc that I am going to Lalic abcat. I sa2ad

"erude svetistical data inventsonzllv bacavse I thiak that a
dzal of our stataistical kxaowledg: in thic ficld todar is crate 1n
sensc that 1t hos not been erthur oxtonded g“ouﬁn or sullicizntl - ro-
firned, or becauce cur ability fo handie 1% us still rathor crude.
That 1s broushl to my rand, to take an wrireme oxampl:, ©y the con-
clusion of onc of The mest massive and impressive statbistical studa
of ~rcorica's needs and resourcus ever made, recently puosiished in a
conple of volwiies, zn wixch s found this amnzing scntoencs.
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”He have wore tasn ¢ gh ran power and resources and mntential
x'uctrvae ?5011;tlos uO culfil our requarsments under overy con-
ce v“bw ciregnstance,"  That, tc ms, scoms to be bita~r ofl mach

Ce
more L1 ve have toeth ath vhizeh to chow.

Instead of onglaorlng statistics, 1 shall adn 3 mvsoll chis

e e ors that affecl
our Dcononlv jel8) u:rt:a7 for wwer, eo-rbt fron the phrsical resources that
ire have, or think woe have, or Laal e con ceauire by contrel of tricir
foreign sour"ﬁs £ scoms to me Lhat afzor .¢ haove taker the rosi
accurate cossible invoatery of physical resowrces by couanting tons
and heorsenover and ncsos, we ass 1oft vath a number o7 unknom and
rondertule guantitics in Sthe 2quation of commarative econoric
notcnilals Jor trar, These moy vrgll be Lhe criticnl quantitics an the
fitire. Scmz of thiw arc blolcglﬁ“l or rac;al, beyrond contrel or
in{luence, unless we cxpect & nebilization »lan to proviie for a
breeding cr cuz.nic prograr along wath tac othor fac orss anag our
sciontific knowledge s not quit. enough for that yot, not to nention
sore of the other obs.acles,

That thore are Axflersnt capaczitocs arong a1 rent grouwoc and
d1’"erent pecoples 1s a fundanenzal fact bto bo roalastieslilr rockoned
=1tk 11 consiLorin’ ¢cona 1¢ noigntinis. Inr cxaanle thzu oo 25 WO
1y raind anmeliasely 13 this eterniily denaied quast 1oz-~deuﬁteﬂ
particul o1y awons neonle o are coaccrned it o v

vanas e reat orehlome i Ar,“lcnq 1aLr e 2o Lhooar ?SV”hO]OglCd

agnecvs~——whotl .r the Russion pilonle nave any rac 2l aws.rTils cr
Loc’~rand’inT 1nstiact. Yhot =5 a wozal vnan chich shere iz ool cwe
dal“srence of oninzon, T oym omIniorn 18 120 4l a rosoit oi cullaral
ard raciol fictors in thuoir histor:m, tho Russian muondle os a .anic
seca to bg lacking 1n gor.ctiving thnl Mos a dareel bearing woen tacir
abiizty to utrlazz rachanes as cflcetrvaly or 1n tho sanc ey as thoe
averace Ancorican can, caspite intensive trazaing or nolivicel pro-surc.
Thony OS}”hPLO'IC 1 ond anstincuave reke-up suoms to be sorctaing that
vonds to minke lhor more favnlasr with "nd more intorcsted 1 narely

h
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brological phenomena thon ia rochanieal oncs. In facl, to~r 2l s
zend to persenafy machines.  Onc o7 the mos® stri-in~ norchologzecl
rmonifestations of that 15 1n the Torm of th: arazaing victures, cast

and diagra s appearing in Aussien publications having te o wilh rachines
an ~hach the machinls orz always prosonted as more or less haman or

1ninal pursonifications, Aravm bte look like noorle or monsters, wic.
1Thoir antural bent 1s te luOk upon rachines as hoaving certain auman
or aazrnl qualitiss and ticair aintorcst in ther 1s biolegical. hot
2y wxeloan why thoy ar. so grontly concornsd with, and 3o odvenced in,

= e ‘;’
the developnaent of the phy81ologlcal and bloleogrcsl 3cigness, aatl wWay
ihe are so wuch 1atearestod 1n bacoericiogicel experiraatniison pariic-—
ulorly arnd the nessible uscs of bact riclogical xnowlcdss 12 werfore,
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ils 15 a dagroession from my main point, which 1s thet Zifferent

capacitlizs and 1rsitinctive charactoristics of daflerent »nooples b
: y0nse becring upon thear ccoaoric noteatisls, Porheps the pas
clavoratzon of That point in syvotenctic for is in Tormbec's "Study
of Hrstory" in -which he otionpts to ox lain ~11 hactoricrl 1‘f$]””“0ﬂt
in torms of the svecessfal or unsuccesspa* birological responsc of
pcoclc% aad groups to sone challense to thoir secwity or growth,
In the rasponces to such challanges many +a1ﬂvs ar: 1rvolv-ﬂ; but la
puts grvgtbst erivhasis upen bloloricsl gqunlitics. Thcre is, howeve
gomothing r.ore inveived in tais process than what we call S*“Hlﬂ“,
guts, enduraace, or instinctive rospons: to dangor, Tqually amport-ont,
ont very much riore controllable or at lerst sus oct to study, ore the
int . locterl and zrootional intangibles, that is, the atbitudcs, the
tdcas and the disposit.ons rogerding vork, “realth, war, and governmont
o
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and the anstivubtzoncl arrangurents, eduvc~tionzl procossos, ond poliatical
policats by wnich *qosb atqluuans, ideoc aal duspositions ~ve shaped
bettoers or worse, 2il th2 tireg, particularly during noacc.

3

o novalzxzation plan or policyr vhach 1s concernad only wath

quantitateve :.JulCul resourcas of mberials and an porr arld wLth

zao2r siructures and sechanisns ¢f ol 1mizatisa of rro cuction, trons-—
porcation, consumphtion, and Jinsnco--nslaas or pelicizs taiondod Tor

o3t
vLe when or staced .;E;——.‘QI". gl.-‘C any aosurance of Q:\\qbf»\v\/ CCoL

LOTNLC
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capacioy wnlees and undil vha orfcet of poocernaine arrantoencutls onc

2
policices upon those iatanga™ o ecloremts to srhzer T oam roflrsouny
wolsured or at least contlnuoﬁsly consxaore., 10U soums to mio vt

bh-” E:'O(“»t C
for wiar tod:
bOOL;l:ﬁtl

22 rmna Jeeisive foktors affecians ouwr zccoacric peiantial
s lag an Shis f.cld, and conerato mailitary acd Irtastra
on acsiviti s and pians ar: c¢f soeceadarv irportancc Lo Lhe

pelwcics vie pursve durin’ poace wnach inlusnce trose facters,  Tho
old adag: "In t;r of paace, prepare Tor wvar®t os, paradoxically cnough,
-3
(93

cx ety vhat v , for betuer or for worsa. Horyator hor cormlete

or how nrarivy 3L5=ct'cur robilizstion plens arg on paper, such plans
have ive be appl;\d or implcmented thrcouzh peopic and thrcaskh o
ccononie, social, 2nd nolitical organization that has becn shaped by
tn; policzes and princinlios we pursuo in peacatine, ‘e are alems
preparing, for vetter or for worse, for war by all of th. ihinps unat
we do 1n peacetime, althouza sore of thoue thirgs awsarcently hov: rno

beariang snen war mobilazation,

Bofore I surv.y our nrentory posibion as ragaris thaese intengables,
I shouwid lixe te consaider ona q“ost104 that ve must fact ani clear up
=n our rands if we cro vo deal rialastac 1L" v bh the orobler of pro—
paring for war., Tnis 1s a somovhat oalesophical question “ich 1s
disfacuis io pubt 1n daploratic fas nlon, Lot if rndorizes sor o of the
confusion 2rr. cenfliict we are currcruly exporicenctne an conncetion wmth
probilars o _o—.stec and foreiym oolicy. That quosition s sssont_olly
trhas: (I we are Lrstag our nobilizrtioa vlans on th: assumstasn of




ocecasional or weriodic war in wnich e shall be engaged with interludes
of neace, can w2, 1n modern toial wmar, maintain ons level of eccroric

ociential n veace and another level for war” In other -rords, cni ire
reelly make a cistinction tetucen a wartirne nd a peacet.me econory
toaay 1n vazy of the character of modorn wariare? Can we realliy hrve
a war mobilization plan at all” ust we not have a plan under irhich
vre operate at all tames?

In raising that question I am not referring te the fact that ecch
successive modern war 1s a dafferent xand of .m> aud that e have

naver fought a smr with the reafons or the m\uerl 21s of ihe last one,
Thsi 1s tr.e « o,gn ana 15 18 2 mhwvsical anhibtitaion on mobalzzaticn
nlansy bubt, as Mr, 3orucn sasad lost June, whebtner we use old shtulf or
ney we mest alays neve trained men, nonet, and moralec. 'intL I hove in
rnaad are tae intanzible clomenls of eccnorinc poLenclal for war, and 1t
seems 1o me doubtful that we can have a plan lor wmobilizing oshiom an 0rr
sretheud OLﬁnﬂing for ihen continuwously 21 pzaes. If “ey are aezloenzd

1 veace——1f e arc net coacorncd with them ccatinuously durisg penc -

c
v

b*me—~tnoy cannot bc 2dequately compensated for by ar robilization
rian, in other tords, ihc all:zrnatives thabt e hewre to consider are
theses Yo rust cnthicr removs ooirelv tae nossnbiliaty of Jabuve wso

J

¢
or postnonc 1t for oa indefinite poricd by sonc soot of preventive
actbion, o», 17 e ars wnable or wrali.ng to do thoi, ¢ must b2

ncrOG 1O MAINTILN PRAWANENT peacetimc war rovilnzoticn a.u oul Al
ciflect plaas wo mrantazn un\ maiimxe cconoraic petonuvisl av oll cines,
The Twiooniental reason for uiat is ®that nodern vor 15 toitaly aad as

long os there 15 anyr prosacct of 1t the porcetine cconory must e
orqanlzed and matntained on the basis of shac fret.  This 1s, 1o offoct,
what somc othir rountrics, 1T aot rost of therm, have buen doangs vhoy
have continued, since ithe recent war, to live for the rost ~crt unte

& vmr ocenory.  In fact, we are in the poradoxical positren in vhzc
ceountry of helping to supvwort thum irn deing that whilo we, thacoreticnlily
or .~ pr.ncivle, ars moving 1n the oppesitc diraction an?d tryzan to
demehalize arnd return to a poacetime nosition,

Whet are the mnin intangaiblos affocting our cccnoric wosentzial
for wwr® Tha flrst I vould put dovn 1n the abstract term of "fore—
sighit" or "f hght"——w:t resvect nos merelt to Lncusirial and

ccononLc Lenands cf r but 2lso to the domestic and intorn-tional
pointicl wolicias an* position whicn mew dztermance agrand and capaciity

in th: future. Thovght is tihe —ost uimportant oioment of sconomic

potontinl, and espgeeinlliv arportant xs the continuaty of thovght.

There are many ways of 11lustrzatang that rother abs
The othor dey I 1as lecokwing, ~t 2 sort of schomebic historsy of Pussicon
deve™ amrent an the nﬁsu thz r T Tears, frer tie timg vhen Lonman Jefv the
country more thorou ly vrecked thon onp coantry Nas over oo
timis,  hon 2ll of the oventes of the last th: car
hreswory were put wrivkin a frare and locizzd at in 2 con



I got *he most amazing sonse of continuaty of thought ond ¢llort in
the develepniont of woicr O @CoOnoOMLC potpn ral~--nolztical potintia.
mazht be o more accucete Lorn—tnat I nave soen fn ony asscrdly of
infcrrmation or dats abowt Russia for mony yoirs, It was an iwpressive
czhatat of conlinuous duzl.ling by a procass whaich "ms DHorsisuvernt and
uararitiaing, in which one felt thot beth prevision and pressurc wece
bexng continuously applied by soi.coody.

Thare are many expressions of the ouvcome of that process. One 1s
the stratcgy, arnzang in its slhall, which by reascn of th: georhysi cal.
aad geopclitical posalion of %Loqla, scems to be imposing vwoon the
United Statcs the wdest disporsal of its land-ferce pover—a burdoen
sshich is tromendous gpon any opwonent. Je have, morce conerctely, an
sxhibition ol that pe-sistent sk211 ond that continuous thouzht avplicd
to rinute things, i1n the manzuvers which put into the headiines o ev.ry
Armeraican nowsnar.r a week or two ago Lhe utatvmnnt hat the Jnited States

opposad in the Unitad Nations a resolution against wnrmonger:ng. That
was not on acerdent of the trade of headlince verater, It wwas the product
of a continuous, opCClQllZLd process of thought and suireingy which ro-

sult>d in a particular kand of irpression cruatad at a2 particulcor time,
n a particular satuation, for-a particulor ourposc.

by

}—l-

-3

hat kand of thing merely represcnis, alons vith many ochers you
ar: farilansr with, a superzority or a capacity of orevision which
corponsai.s for the loer ccone-ic potential of Dussia, zf 1t doos not
diranish our ovm, winlomolic dicasions may decicisely affcet lhe
adegaacy, of .conomic poientials in ithat scnse, hoy oty rob roouce
ours but thicy re;r roizbtavely increasc that o7 ovlier countriiu by forciag
us ti-to ¢ mobilizeb
¢

~ost burdunsome k

D

son wolicy itirch conternittes Lhc most ciuponscav o
nd or var in iho Taluwreg Potelaw in Valta ar: 2ramples

o tant, Such decisions mav LrnosSs umon us or any olhcr Coomoly a dotin
or prrestamc resourcss.  One wxorple that ray come o the m.nds of sore
15 tac prosent policy wmth regard bo our ro liif progran in Surope ond
Asii. Son. astute stud.nls of the situalren Lol tlot th: pesziuion in
wrach wo are olaczd 1s tho result of a very carc’ally colenlat i ssrategy
which moy force us 1ato a conbanuwous drain of risourc:s, not to Lhe
advantare of any other couatry nut certaialy to our ovm is2dvantoie

in terre of oar wconoric potontial for the futurc,

A wor: concrete exomple of this factor of prevision s an iatangibled

ccoaoric potential is our pelicy with regard to the stcecupilang of short
rov materials or th: acquisitien of sourc.s Tor itn~m, which e add stor
4o bz an obvious thing that we coul: act upon. Another, rorc specafic
st11l, 15 our mancebine policics with regard te our transporiation
sIrsTum——our raxlreads and our siaipping—as affecl.d by gov-rmental
rogulation and by labor policies toward thor"which tond to raaken thoear
streagtn for th. futurc,

;j'rﬁ@ﬁf‘{?ﬁ;’ﬂﬁ? LFJ ‘
TR SR H I LT |



v

[
[' - ]
5
€N
(ot

-

I,
=N
&
ETJ
s}
=)

Next to orevision, the sccond intangible that I would erphasize
1s the one kesb cypress:d 1n the cld term "provision! or "thrafi",
Along with prevision goes provision——cconomy and conscrvation, os
contrested to all the thinss bthat tund to speed or nrorolzr dissipation
of' rasourccs,

Pnis 1s not a mattoer of fincncial provis:zen, as too many ecomorizsts
tend to rake 1bt. In owr thinkang about cconoraic potoniials it 18 Jundo-
1enbtal to realize that "o carnot promare for thr fotwre in purely
foranecial torrs, Lven our old friend, Torc oymes, vabln Jor T oconpl.oto
diffor on cost thinss, wee right 17 spriag that you canno® save for wor
or for wnenmploymont or for doprass.on by roerely ccowmaldatan, fva’s La
on.torys terrs.  This 2s a problunt of rllocation of phycacal resources
during pcacctine to provide means, 1.2., LO0LS or cu.pzinl, o mw2d
future nceds by incroosang, preductive pouor contindously throcIa potce-—
tire poilciles, A Yeriliar examnle .s the tcadoney tovar’ Zissipaicon of
rrculturcl and forost regsourc.s in ths country, throu,1 POLLCLIS ¥lC
vy brougit us to a position where norma'ly xn recent yesrs we have

cn on an anport basis for our food Su“ﬁll,o anc currcntly find our—
Seivss 1n 2 crisis when wa conterplebs a specinl demand wpon car adri-—
cnltural resowrces ‘ﬂr an 2xport progror of Luropcan aizd, Mr. drus's
rcgceny report showed a similar siibaation Ter most of the acafocr-~cus
netals,

J

)

By torpersrent ond dl°DOSWL’Cn, ty therr raci1al and biclozica
quol;t"»", 1t ou picasc, the Arerican peoole have beon individuclly
thrafty. 30t the rmass 1declozy end tho el 'ctes of pwilac policy on
articnal ideolog have lemded to ofTs07 or cance! cub tnais ianhorcnt

terpiorment or dispoclthﬂ in tqe nast thirty years, 7That i1s, tc -.e,
one of v12 rost Jundowmontal frev arong the inlangibics that - 2 have
oo consicor ia trraag Lo neasure owr scoomaric potenvials for the fubare,

Tric country anc nmost countraics in westorn hurops hav- 30 rslonld
vt I eall o consumer or a coaswplion complex, This 13 Lorc .y Lhe
rosusi of the buiid.ong up of 1deas, gonerated mainlm by lord neynes

: star wlotion, suwnnort; ond

and nis followers, o the offecet thas the
governmenial subsidy of consw ptron and the andermriting ol conzun.r
pUrcatsi iz pow.r 1n ordaer to nciatain a high levwel of ccaswipiion arz
tho bascs of netiontl prosperiiv anl cconomic stobl . ty, 1. secroi
ol prcventling anoroloyment anl busincss deprosszons.  Thal Qﬂflv
concent of moverar..nuel policy h2s »orricas

TCaoe
only goveornreatal tiuznging, but cur labor thznklng, cwr 1n€usfr;al
-] !

thinlanz, nd our P‘""ﬂonii thiaking—— v ooiLl of
cur cconenrc wnolicices todarr are vrensured and rulaod Oj 12 Jundor ontal
1dca of mhanthincng the raxaimin lovel of consaronticon of our acenoric

resourcos in neacetinc,  3Sowe peopls oven 40 3o T2r as 1o saxt that o
and othir cowntrics ~relrere wrar for wvhrch we and they r.a

uasrer ared, 25 a vesns of forc1ng cr mairtrining o n.ch lovel of
consurplion; and th-t oxtra waste xn wartire 1s justifaed on the bosis

cvon o

<r
o
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that 1t maintains a high level of consumer purchasiag power ».1 the
country. Our foreign-~aid policy, too, 1s w0 a large cxtent influsnced
by the 1dea that we must maintain standards of living or at least
minimum levels of consumpticn, 1n feoreign countries, in order to prevent
sac1al unrest and other political consequences,

The 1dea that economic concepts anc princinles shoulc¢ have sach a
profound influence upon national policy and should have concrebe efects
upen the prcebiems of robilazaticn w1th which veu are dealing may Seem
far—-fetched; but you can sce the effecis very concretely in many ways
today in business and industrial pclicy,

Tale the matter cf industrial capacity and 1ts expansion., Mot only
tne governmenval coacept ahout capacilir oit the idsas of businesomen
themselves have been rrefoundly shaped by fear of overproduction or
what 1s the same thing in reverse, by a fear of undercensumption or
inadequacy of consumer purchasing pot2r 11 relation to the proquc**ve
capdcity ol the country curins peacetime, Our tax policies affect.
corporate °urpluses, the tendericr to put penaliies u, on accwnlation
of corporate earningc aad to lorﬁo tham ante ceonsumpiion Ly taxavicn,
are influencec by +ﬁ,s coneept 0 OVErpro.ucLion a nd underconsunption.
You find that concent 1n the currcent astitvdas and =clicies toword
bus.ness prorive, toward {nz size ol incusiria’ operations, toward
"big business," tovard buasiness coasoladatzon. You foond it all tnrough
the war and for a wn.le thereafter in rensgotiatic: pnliicies, =22d efloris
to recaplure war profite; and you certainiv f1ad 1t vary Junamentally
shaping our ithole fiscal pelicy. Taxatzon and public faaance are
governed ov the idez of pulting a penalts upon indrvadaal as well as
businesc tharift., OCur public policies are enili-savaing; they are Gecigned
an? tend to promote spencing and censumption so as to maintair emniovrent
and purchasing nower,

~
1
nti

Cne result is that todav we are in an irflation crasazs of rising
pricns 3nd sp.raling costs based unon the enorwcus expansion ol monetary
purcnasing power, principalily through our method of war firancing but
also an the preccdln" years throagh our policies of uniimited public
spending to maintain emrloyment and increase consuner purchasing power,
This has built up an enormous purchasing pouvar ~rnich far exceeds the
available suprly of goods 1o be bougkt with 1t at £X18111] prices,

As a result, the wnole price level has heen {orced up. In aay country
vriere that nrocess coes oa long ennugh what sventuslly havpens is that
sorededy starts te cancel tlie claims on ccensumplion which have been
issuec or generated by coverament., Sorebimes you call 1t "repudiavion';
somelimes '"revaluaticn'™; sometimes "deflation," Therc are dufferent
nares for 1t, Lubt whatever we call it, it reans simply that 211 the
clairs upon the -roiuct of our ecoxn OPlC notential lJcr consuners! goods
carnot ce met and sone of them have to be cut more or less to fit the
cloth,
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4 third intangible, which 1s c¢irectly connrected with the oae X
have “een sneakine of, 1s the 1n+an91bla of working capacily or ~rthat
we casl "productivity." FProductiviiy 1s deterranad rainly by those
Ffactors off thrift -vhich J have been describing, that is, “aes accurula-
tion of teocls and means to ~ncrecce nroductioa in the Tulure; bui *ae
prevaient attitade tovars thirift fira ly delermines the avtitude Lovard
"o,x, which 15 an amportant factor xin currect nroduction and econourc

4
jole) “enizal,

fe lave 1n tiazs counbtrr todar, and have had for a reac and a hall,
18Vu“ of LHVP°orenu +1 ner nroductive or ocusiness facilifiecs
n to tie ris_ng prices o consurucltion and
1o+ labor cos*u, caean monz,, anc the hizt

ness earninfs, .Jesnite thils rfisc 1n be voluame of
1nvestrrent, the underlyrag fact in ifmerican incusicv bo’av is that
ﬁrocuct:v1uf 1s not rising 2+ it ias cxrected to vise and 1 accoraance
vt the forecasts of wost cconomisis progoct ug the fiture, I won't
attenns 1o grve you a statistical measucre of irhat hangening o
croductaviby, that 1s, tne ouipuh of owr industrial mecnanisr in
7’eTa*ﬁon to the man-norer input, because iLhe statistacs are very

unreliatle ard inconclusive. ‘3ut the zewneral conrlusion vhich I olfer
as a result of our owm information and studies as that 1t zs not raising
as vould be necessarv to nmeet the estimates or forecasts of productive
potential uron which a great many things for the future are bvased,
The fundarental reacon for that, [ think, 15 the videspread ani deep-
ronte.i consurpiion ideology which I have been (escribing——this ;Velwng
that we are aluvays in danger of overnroductzon 1n pezcevime ard ihab
our =axn provler 1s to sustain consurer pirchasing power and ©o sromote
the hlbreuu possible level of consum ticn c¢r~vnuly.

®
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You find tnat 1declory expresced, of course, in our zhortc
werk wee.l, in our tendency continuoucly to linmit vorking houces,
force wages up, and to put the grezatest Lozsible premavy: unon Tlo
expansion of pay rolls. The resulting inflatzion ol gmnlomen’, 1n “he
Uraitod States today is one of the most funlamental aspecls of bthe

R *atLOH process 1n which vie are en*ﬁ'=d It 15 not rergly a asbar

[N

of fake—orx and featherbedding; 1t 1s a tendoney Yhroazhost the wncle
gconorac syshem to ernploy more labor, to have rore men po<cr on g
rolls for the sake of maintaining and reasinc the level of coaswier

nurchasing pover and consurmptinn accord iag to o™ wa.orlyins ool.ocy.
the fear of unemployment, wnach has always in the past acued as 2
stzmulus 2n helping Yo marnuein lne loval ol procactovity, hos
trcally dasappearzd. Tact is trac in this ﬂozhu", an* in
uronoan countrzcs, partly becaise ol thc erpansion 0F Coclil

1 partly bnc:usc of vhe underiying COHVthl?“ that go ~ernr enils

Ix]
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O
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ursuing this phdcsophy of meiniainang or sropo=iing conswwr.ption are
ornilsved to vtilzze thzir fascal po.uerss to 2n unlimiben deZrec in

orcer to meintain ormploymoat and purchasing pover, accorazng 5o W
metheds that neve boon used duraing the post fifteen years,
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‘le hrve been through tio world ~ars in which practically every
western couniry has usad vhat maght be bluntly called "politicol
brivery," instead of coercion (~nach is ineffective), to sccure 'he
raximum participation or maramun produchtivity of labor, This political
bricery wes :n the form of promisas of postwar benefits i1n the way of
hipgher wages, more leisure and greater sectrity and was aimed at secur-
ing maximum vroductivity, including agricaitural productivaty, <uring
the war neraod, “hat kind of bribery has beea fundamental in ail
gorernmental pelicies, In Great Bratain you see 1ts consasguences most
obviously. Tt 1s a grave question whether or not we have reached the
point where thore promises cen be fulfiled or, certcinly, vhe poiny
wnere they can be increased in planning for any future war. 1t is
possible that we have reached the point of duminishing rcourns in the
policy of pror-sing postwar beaefits in the form of higher wages,
more leisure, grealer sscurity to labor in order to get more profuctive
eflery during war. In Enclond wie haw nad the nost drametic coroastra-
tion of thz fact that you con promise more thin you can perform in
that vay--and with very serious conscguences,

Ais a matter of general pablic policy, 1t has become pracuicoilV
irpossible Tor anr govermminl to reducs the vol.ume of wwrerasins poir,
to dellate wrice levels ~nd cost lovels, or Lo repudinte or reduce iy
of the pror.ses of higher wages, rr.cier securtty, 12¢ specicl benefits
which have deen wade to lavor in the ceurs: of vros:cuting rst iers.
e ore stuclk on a vlovean o tlies poaint; and veah wpredicor.ent prosonts

£L

onc 07 “he most baflling problors 1n considaering CCONOILC DOLONLLTLS
for tne JToture., FHow s 1l rossivle e raxntoin 1y any wilwre v

situotiion a bigh cnoash lovel of viors<er prowwizrity by furthor sronisecs
or ccrribiments rusting woon the fund-rientz2l 1dea of maintainain, and
continuously raising consuacr wurchasing powsr 1a monchary terrs?

.

7o me thot seurs ar insoluble probler; oat 2t das to be concidured in
mesaring economic potentials, bicause the factor of prodactavity and
the psychological forces upon which it is based are fundanmcnzal,

The noxt factor i1s the factor of adminastrative and manaporacl
erpacity and 1deas. Can we coant upn elther goveramental or private
ad-~inistrative canacity te offset the negalive factors ~“hich T have

discussed so far.

In the past thiecty years, there Las beea a corntinous developrent
cf ron~pement techwique and professiconalism 1 the £i2ld of husiress
admaistrateon whicn bas geaerall, raised our econciic potential,

o k
o onc can wmcasurs how far, buv i you wwiore te contrast the gquaiiti-s
20 abilati s of infustrial and busiacss managomont--tac srofossionnl
exceutive talcrte—which viere brousst o beor an the prosccutica of the

Q .
last ar with thosc available zn the Tirst Jorld oor
1msrovenent thail has talken place in thao respect wrodd be vemr

., -~ bt 2 EA -
dramaticallyr picturced,

O
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Whon you consider the proscnt saituation aad ook chie
e ore 2ov, there are some questions that arisc 1a connocion with Lirls
intanginle factor in owr ccononic noloentzal., Ifherce have boen ancrcrosan
l2bor ~ni zovermmental Hf:&;Sﬁnnts oft tho manayoeront groun smach Prve
1mpeired 31ts morale mere or lese seriousiy. Mo onc can 13 Masarc LoV ruc
vuh moro ampertant is thi act: b dugtr.inl and
business managareni's bOL?VlOf durin, tie past fave rears has boen to-d

nanagemont hos 3tsclf tended to obsorb 2 groet danl

wihich I have been discussing as a factor wnich imnal pr Gu t:v;tv
ant reduces our eccnor.c potinticl, Am ricon busincss 1.01ugr eat 05 1
vhele loday zs voer profoundly offcected by toz consarer complox, ana
to und riying con”“““t”on Lheory of vrosourity, nortl, fs a result of

<4

“ m

oublic 0TIRION pPrissuaris udon it h
witain Lhe manogoront group 1tsc ;

fronts" _or the promotion of loftist vizwvs of sconorzc probloms.

¢ kove had an our owm couatry, as in othulss, acvelopments of thot iand

1 <

whieh have imparr .8 vhe upltv"q no capacziv of businzss nearJocas to

denl wrth thess probl s realisticall;s, Tnosc d Jvglompman.s v nade
masagant suscentable; Lo a very ruach Lhoosr oxuent basd 1u svos ams
ceforo, to ideas waich e oatlyr ranken 2to offectavencss of fractron,
Joncernnng gov.rvental adimastoct.on, b vust bo sand ithet thierc
wos mark. . » prover cnd in tlhc mastoiar ir“o:; t1ic morsy oloCulVe A3C
of buzingece and »wrelzecsioral managoreant cohacitacs on the produstay
side of thc vor orpaiszttioa, I one can roasore thoe D tice ol e, b
vei More 1n oasaincton whe have beon voce closzli anl acre rofoe.ill” in
tecuch vivh ot lmor tact sre wodda not wwvre don 23 -ood oo tor 1l Jhe
“*s:.:ss end infustraiol rancgenent porsonatl toed marticapatad bt oaolb
bior ol haigzth ewliby ond hes not chor: <he offcets of tnis woviloznent
”urlnj tnv nest Lhartlr roors t““+ I ronnaoned. docvorthileco e hwve vo
come baclk fanally to the fact thabt the bosic comsurer 17ce’or, Sl
coasurption thoory or policy dklch I hav. discuss.d, is a fundamontal
factor wnacsclvine the cdimmnrstratire nangrment of ﬂovc'qrcnt Today,
rot orly In this countrv bub in rost treli Tarometn cownurios o il

TL saapes govornmental thankaing toard ovory prodicr:, 1cl.cing bh

‘hon e consider tho sataction realistzeally, -re are 1oft frclag

that the problom of planransg giohia 2 framererls bassd apon

consunar 1deology 15 s¢ complex an ifreull thav e rroncdly
cannot axpict o mazntain and oxpand The oconor Lo potenitial or ow
comtry Tor the future andur represectotive, porliarentcry form of
covernrens., That 1s ona of our mest fundsental ~rchloms of tcoaonic
ootontizl,  IF coveramcioal ~dﬂ+nlou2t1Yu manage. ony unacrta’es be
raintain and exprad the cconcnic mob ntial of Lh counbry Jor v %
the sarc e thet all ol 1ts 307101:s cre dolermansd 2wl dlcuetas orr
tro 1dv1 that =72 rast raintain an ev.r-risicg lcev.l of »moaeoiire

} -

conzuntlon 438 2 -

st
mg1e weznelnle 0F cecaorae ana soci~i tellare, e
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il anevit~biv be Dlun(o* into airrcconcilable conflirclts wnd conus.ons
whicL tond tovard tlo brockdem of dormocrabic j rovernment, Thot ocecurs

threagh the develomr omb ol pressur. aromps ol every soriy wac wvrwar xafin
once te bear uoon the 27ran.sirative nachinery 1n order to rawe: or
2in inar ant_orests as couswiors in thoe fistriovtion of roacharys

T
purchasing por, *:lcb Lo Covermment 1 cogulating, I as thal fact

ithach cccounts ? t > underlying trend towerd incrocsang cenirnization
ond aathoriterianisr. za Joveranenc ho.s, as ciseurore. The baslic

nronase of govornm:nujl op2-al-con cvarymoere 15 that hagh-iev.l
continuously expan’in, cmsarrnhion 1s 1adispcasnabls an politer
gecor-Lc policy.

To crst up the account, in conclusicn, it sooms to r
cono,'lc pouunulql or war, though stall lerger taan 2%t -7
5 certazaly not incr.asing and wvery probobly 13 declin
situation 1s 3Ju. pkrtl' to rasteg: o~ dipruciaticon of nat
and an nower, ouv rranl; to debteoraoration in the intanzaibl
ponderable clenents 1 nav -~ rientioned, vhrough xdeclogicel cf C3,
throngh govornmental policies hesed upon them, and thromi:n denrcciation
in certain ateilecturl and morcl capocitiec upon. which the matn..onance
of vcoronic rot.atial fundamentally rosts, I o3l that drositic action

wiil be required to checlk and roverse the process 2nd for;otull 1ts
coascequenc.s, so fur «s our nawvisacl safet; 11 war is concorncd.
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G d tro vrocrar tho: Lir., ZFeruch
eris to re thint thov do neoo go for cacugh.

razc.d 2t the osubset Lo ond

I agree waolly -nth
c.3onved to you, dut 1t s
LUST rehura te thl quest

r

3073 w43

roporly mat I have to uay. T.at gzeswion conc.rns tilc natarce of

ohilazation plans basced unon the ossunstion of a fatur: r,
Realasoacaily snaon 13, e VAT DLOCSSS 1§ ML on no T, 21a 17 Tro
arce wlabvle or an;__;ng to acce cur praosont hou.L 2al ‘o sicp tha,
process ane prevent 21 futore pessioilivy of Lb, wo cannol ereanc
the ~.x vitaosle necoosaty of pulitiig our PObL 1zaL~9“ TLALE InuO
operotien movt, certoirly so far as tacsce Lopentoetllic olaacnts of

ecoromlc potenuial ar. concern.n, 17 wo £11l to do that, I v cre

it
wiabvl> 7 do that, itho onl; aluernacive T con soe as Yo I271 bac:

upon sore forr of educobhional c¢forl vo check or ~Ffs2t Aot s
hanweninz to thvse intangables. ‘That cducational oflert riighi be mest
cffoctively darzceted theous™ some fo-r of nilicary training, desas el
to overcors th: terdencras toverd aclorzoratior which I have descriocd,

bav to discuss Th2at ronll ikt r2 oul of my elorent oniivelr,

Perhaps I had bewnt._r stop hecre, Conern”, ond reply to questunns——
evar 17 T can's ansr.r thoo,



L T
oot y L 1y ] Ul
s d bund w &l

GENERAL McKINLEY: Docior, assuming a solution tc th2 maih
provlenm concernir. the trend of ideolozy in our noliticel tHWﬂkﬂqg
maks a change, do you see ar,whaing in ohe nelitles

™
£

g WEIall
~

he next vea, that gives prorisz of such a chante?

O, JORNDAN: It maght be anfer:i o Sron yorr question, Gsneral,
that whis 1s purely a radster of polizzca’ ideotog-. I didn't mezn
50 2rply that., I want to enphasizc that I fiad these 1leolenical
factors nresent throuthoat ovr scciei~r, They exist, of cource, in
tne laboe zroun, I attest vagoy L‘phathullj to the fact that thev
are also presenu taroighost the zndustr.al and vusiness growd,

GV MelIINEY: bBut do you sre anytiang arn il

d
the nolzvrcal »oiat ¢ vioa, thaet nar have promase of

t
trenl anscfar as tre pol ticar asnect 15 concarrec?

g, JOUCAM: TYon do not want a forecast?

o

COMERAT, MeXINLEY: %o, sir.

DR, JORZAYT: I tank there 1s some promise oif devzloareancs “/hoch
1l tend to clirck too rapilt mover.en', ir those directions that lead
to toe underrinan? of owr ~cononric wotenfial Jor war,

CCIONED tcrE.72I5: Dr. Jordan, this mornin’ ie hesard severa JLre
predictions, one of wiich was that the United otooes as lJaced w2 oh an
econorlc deprecsion with:a the next two years., ‘iould rrou cowent on
tne i, please.

SRE. dOPBAT: ee any zcounds for exrectins an econanil
rECES:I1cn OV d2nrass e Urrtzd Ststeg wathin Lhe nect S0 yerrs,
L1 0l the foctors thet tend to maintain the inflatiorn vrocess now
under Ay show no indication of chanpe. I see nobhong tlatb
that to stop overating in tie aexti o vnars, Tost of “hiy 272 not
arwnabie to effectives action., -he fundamen™sl one is une Cnor crs

incresse in pucchasing power, in tle monoy suoplrs, hich o7 3 onorsied
by war financing. T'C““ 13 no vay of contractial wnat; and, cortonly,
no gorevarent would unuertac<e Lo contraict 2bl, It rust crorh zocell cub
o tbo nrice level,
The factor of foreilgn cemand, wazel: 1s aniod to domeslbic 4cnand
gerercted b, our wvar ’11anc*%“, B 1JV33y 20 conb nus anaboted,

GOV””“WGDtﬁ' s apvort of creign devana
Wil conu1ﬁ~a on a wycry conc.lrable sca

lcast,

1SD0S1 010N

Those are tiv primary infiationary factors, 30
crce amon’ the

1
spend rioney fregiv, hich 1s a poverful psycholozica




consumer population as a whole, shows no sign of change, despite rising
prices, There 1s no c¢vidence of aay important chsck woen consunntzon
prodused by consumer resislance 1n anv field,

Unless sounz unexpec~ed and unsecn factor comes .nto e presare,
there =s no reason to exnect any slormnnz up of i1he inflat-onrry drocess
in the nsxt two ywars, If I were required to ﬂorecaﬂ* et would
havpen beyona that, I would cross ry “ingcrs and sk to be excusoc,

.e
&)
£

COLCWEL CLABAUGH: In discussing th. factor of menngemenu, jou
referred tn the groster contribution that the managoment group had
made 1n the recont war, o what do veu attribute that”®

1

Dir, JCWDAT: I attribut that, first, to the fact ‘ha! they were
asked 1o make such & contr_pution this time to a gre-ber extont than
befere; and second, %o tho fach that they wore betier 2b3le to do to.

Therr hrd a greatesr cenacity for perfrrrang effective service in the

late war than they had tuenty-Tiv: yuars boforc., This 1 attrabuvic mainly
to the fact that dwring Jhe niocvening period e nad develozea 1n

this countrr a more —ntonsive procusstonzlicr ~a lhe fizid of resgment
than anr other coumtrs in the vorid., Ths love™on en® of managcrent

tcehnicuc aa’t manas .mont science has oroceoded veor sanndly durir ohe
last wenty=-"ive yeacc. The bosinuss—ironazu .ot perscanct bro tand
10to parv_cipat.on an the Tate war was to a lorge orbent thr ovoducd

of that deviiomrent, That, T wonld say, 16 vhc mogy mrorsani [1cLor,

COLOMEL CTABANCH: Tlry I sunnloment that, Ihis 1s sorat'oas ol
a soocral plsading, T admat,  Tae fney thet Congress recolnnced ohll
deficuone 1a bl Lat“ uary Yho fret Lbay Congress crcaved tho pro-
Gecuessor of this anstitution and prov1ﬂ\u for robilizeobict nlanntagd;
tae £hct vhal oven thov

: vga those plons were ndandor nied oad raow
evn oeen 1nadequate, ot leest recogznztion s fiven to b figtd
-

1

anl that neod—T1 vondared whether you felt That ail <thet, togoih

»—_,
o

the srll amoun® of :ducttinncl orders vhat wore given Lo ;n_aadr",
ray not hove cenbrabuted to the attitude of thie ranage wnt Srovp

. A .
nologize Jor nob hovang

0

IR, JORDAN: 1 do wvery emphatically an”
nentioncd 2t nysslfl,

OR. YOSHPE: Sir, vou spokce cof the imporianc. o marnoazning
our way ootential ond of acblv"tﬂwc our movilizatzon plass curicnily,
Sznce ve snow thoet 2 very largs proportion of cur wor potoncial goes
into the prodiction of je~pons of destraction and th-t ruch Lzre
in mikang 2 shxft from pence Yo ~mar, I vonder 10 you ijoulc cara
=8 3o can toke noy 2ad Taoe Jxtoent tO'Mh;c% e b
could Lo -2 irnlumenting our movilizaiion plons 2% tno wresond tire,
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D, JOAN: That would take _me 1nto a rathor long <iscussion.
n s»ockning of Lhe desarabaility ol cuwrront actaivation o moorloizaision
pizag, I ws relerring p“"“'*rﬂ*'---rou cltog.th.r, bul riramicrl) ~——Le ow
porarcles alfecbing thﬂ ;n;zn;LWIa > oonis imoour cconotine noontral,
Lo our current policl s Thui T2drE TO 12bor cad vraZes, e Lo 00T
currcas frscal \olnc;; . 2oy Lo reoke owr o vroviirzation pinn
Cundarrentally effcective, e must pay caceful attention currcntly to
these ihnngs that affoect the intancisic sl.oneats T menticnazd. 1o discu
hovy tha® masht be done mould make mo covor 2 1ot rnore frou‘f thon I
cowls cover verv braefly in vrao I saxd. I woald be clad wo Jiscuss
1% ath you labtos 2f T hove toroa,

PAJOT YORK:  In 1939 aad 1040, S“r, ¢ number ol pCOplo rese
groat™y 1larmed,  1reludsd arony tham were mewbers of osr “Iir Depart-

neat Genoral 3vaff, I belaove that thoe crest of -na' wave of thirlane
wes reach:d abocut tho besinmang of Deeorbor 1941, I woild epnrcecanic
1t 2f vou would give us vour opiniorn os o wlhethsr a regrossion cf our
gencral fuelings, *h. fuolings which srre so very well asserbled 1
vour icur groups, has alrsadv start:d ant DfOO“’;f will goin memendun.

GulTERAL MeKINLZY: Is that question clear to yoa?

DR, JODEN: Do T vnderstand yon to maan ~re vwe loss wororied taon
w3 rere 1a 1939 or 1041, from the point of viss ol the foctors ta o

th: cconomne potonblal?

ety e - ,
-huu» )R“: h”c our dco vhoch for sovora

Cl".._u_,\_l
1anOV¢d‘

.,
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b oTe)
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DR, ¢CLoAM: I don's think Tanl hro ore oanorovring

tnat o cospoct.  1othwew ouwl a lidttic nole ol pelitic
tn resrense to the farst guostaon by Senueal el oy
encrally, as rigaras the comrwitdy as o vhole ant 'iC

- T,
W

’I:. Shun tue commwaity, hiould say thav hove
-

prebleon before usy ~nc rc not rarang very nuch
1t.
I don't know rhether that ansvoers rour quasthon.

NETAT

Gz TICKINLEY e I think Lthot e 3t,

Doctor Jordon, I certa.nly want to thank yoc for

wWlk you have PIVJG us on this subject. I am sur: 1t
some nev iaeas acd nov thinkane,

(14 Fevenbor 1947—L50)8,

go1Nng 1in 2 rov

visryr much
al honc”
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