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RECCHVERSION COBJECTIVIS IN THHORY AND PRACTICE

23 Jaraary 1948

C4PTAIN STOVER: Gentlemen, reconversion, we believe, is proceeds-
ing at a very slow, ezonizing pace, From all we read snd hear we do
not know vwhether we have, or do not have, inflation. We do not know
wiether inflation is desirable or rot., In fact, all of these guestions
have remained unanswered to most of us, Our newspapers are in conflict;
our nolitical groups disagree, and our thinking is confused and uncertain,

There is one thing we are sure of, in our own professionzl field
here in this schiool: COur Mobilization Plan, which converts industry
to wartime uses, must contain within it methods of reconversion or
decontrol. That is almost axiomatic. We are mot sure whoeihsr that was
well done in the past 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 has & wealth of experience and, what
I shall call; a high-profcssional persgective., Dr, Nourse is Chairman
of the Council of Bconomic Adviscrs, Zxecutive Office of the President.
Hig subject is "Reconversion Objectives in Theory and Practice.” I
toke great oleasure in welcoming him to this platforn,

DR, JCURSE: Mr. Chairman and zentlemen. This title whick has been
set up strikes me as a very hoppily phrased one, It fits into my
thinking and cxperience very well.

I come out of a workshop which hos beoon much interested in this
guestion, Yeu might almost say it has been in the center of the work
which we have been doing on behalf of the Prasident since we took the
cath of office on 9 August 194G, We have sssisted irn the preparation
of three Zecnomie Reports of the President, which attempt to size up
the progress of reconversion and this emerging price situation; attempt
to arrive at sonc sensible znswers on what we, as o Nation, cen do
toward expcCiting thet process of reconversion. From the grcat achieve—
ments of the wor period, when the price situntion was on a very
artificial basis, we orc now trying to get back to a peacctime or, what
wo lilke to call, o normal basis, woking Shose price adjustients which
will enable us to achieve something whick has not beeh achisved by
any great industrial nation before~—freeing of oursclves from the extrene
swings or econonic cycles of bvoom-and~bust,
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the thing beocouse there was a whole set of noncy rclaticnships which
hod not yet beon readjusteds. Tho ccononic structure, which parallels
thot physical, technical structuie, had also to be readjusted.

In the war we got by through soime vory abanornal kinds of arronge-
nontse  MMoney nakes the nare go," they snid; we had a fiscal ond
monctary nachine that could dish out the nonoy which onabled us to pay
rising rates of woges, incontive wages, and incentive prices for
commoditieos, Thon too wo hnd COPA, rationing and price control. We
introducod n lot of aritificizl contrcls which got us by the war period,
It got us by witi a naiional debt of 278 billion dollars. You will
perhaps renember we alriost had pups whon there was sonc danger, dack
a fow yenrs carlicr, thot we night go to 60 billions.

Thosc things wore dene on an abnornal wartinme basle. They left
an aftormnth of strains and strosses. They gave us, as I said, a
gigantic national debt. They also gave o 1ot of pcouple War Savings
Bonds, and an addition wo thelr tnokowhome poy, which bocane the basis
for koepirg wor production going., It ended up with a lot of corporation
and individunl savings; also with n lo%t of public dedbt on the other side.

Now wo have thig provlen of cceorcnic rcconversion; of deciding
how wo aveo going %o got a new set of voluntoary price relationships
going which will gilve vs a new worilng tasisz, Saying thot will give
you & cluo to the genersl scrt of cxposition of this problea of
reeeonversion, in theory and pracvice. fron the »rice asugle, :which le
the way I taolk down tha stdject T an supposed to discuss. That is
Just another woy of talking aboui the progress of ccononle reconversion
teday. We havc to work out o new set of price relationships,.

The eccnonic progoess, based on o pricc structure, is a syston of
relativity just ns much--and I thirk Jus*t as tough--as the subject of
reiativity in the physicol world. 1% is just ns tough ¢ understond
nd oimke work as the Principlc of Reletivity in the physical world
that our friend, lir, Jingdoin, ;vopounicd,

A great nany peeple think of thinzs econonie as being absolute,
not relative, as otimmle ncchenies, not kuman behnvior, I have o
friend who is an indastriesl ceoncnist, He cannot get over the fact
that we arc in the situntion we are now through hoving token certain
wrong steps in war finance, with their cffcct on the noney ewprlye. The
only way to aveid deflpii~zn, he would says is not to get inflation.
Well, wves, that would be all rignt if woe could do the inpossible. I
we did not have to do thosc things in the war to roke war production
20, that would bo sqcll,j‘But whon we cane ocut of the war those 278
billions were written down in legal obligations that this Governnent
expects to0 homor. We rusiy work fron that situstion in our ccononic
reconversion, not go back to some besutiful state we would like to bo in.




Labor came in socn after VJ--day with a certain exposition of the
woy it thought thet conld and should be done. They thought there was
e certain level of purchasing pover established for them during the
war which, they argucd quite ?Crdhi°1V61” was consistent with o full-
time peacaful econcmy. They thousht if they couléd aail down that point
and make the other things come into adjustment, they wOu]d hove @
happy answer to the problem of recomversion., Tnis view was most
vigereously advrnsa2d by the automebile workers. But Genernl liotors tock
an entirely different slant. I%s poople spid,. "Youlve got to start
from this other poin% where we wanl to make copitel formation rigid
ard then ndjust your wezes to that,"  You remcmber the situation.
Bach of them hal a stirvong theoretical nosition; and a tough battle,

ostly toc both sides, ensued,

You ghould read, if you have not dene so,. the cconomic triefs which
UAW submitved to GM, and the rooly trhat Gl sent dback.. They represcnted
two thoories of oceonomic reconversion: how to get o livoble, workable
world., VAW hed scme professiocnal economists on its gteff who were
pretty 2ble and intelligent people; in frnct, they even quoted me.
Generel Hoters gueted nme, in turn, and sald ULY did not understand ms,
Finslly UAY snid, "Why not let him speak for himsclf?" 3But Gl never
invited me, '
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g, business finoncing. e hod the renogoviction of éontracts
with vriccs set ~fter nctunl costs ond eornings could te measurcd; it
lot of thesec adjustments. They had »11l been improv15atlons to
try to gét, br the guickest methed, some practicable wny of working
thesc things out in wartime, ; .
It ended up with the corvorrticns hoving mick less of a Mioiel
then would hrve come in ~n uncentreolled cconomy, yst hn v¢pg made very

o

lorge sovings., Mr. Sloan cnme out 2t the end of the war, ot an TAH
meebing, rnd said, "Generrl Hotorg nins five hundred MlLllo dollnrs of
reconversion reserveg ccecumulated. Welre goiny to pubt them into a new

developmental progrem.” A1l over the land we herrd thet sort of thing
being tallzed cbout and cetunlly »at into practice. It was a very
ragoed sysiom, witi the tenslons and ths wulls which take place under
controlled rricos and flow of moaterinls,

Pricc control hold for o time, but then we fncid the problen of
zetbing bock Vo« frec morkel, Thore was o grent deal of ~rgument to
he effcet thot as scon as price controls wers dokon off, wo wonld

2 nroper, normel, ~utorm~tic adjustment of thet nort of the syston,
%t hoppened, of course, wns ot the cuick conversion to o sound

is, There wos o very rapid incrocse in prices. I Mizht say "hacre
i¢ where we cnme in." The Council of Bcononmic Advisers begra mnkling
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In the firgst resort wo snve o brond soswer, which tha Pro
accepted :=nd put out osscntinlly in lisce with cur onelysis., I
In gfieet, we nre concornad in 1047 ro sao whether tho ~djustionts
which are widor woy--the JrlCu ul hou”u“ts, now that CPA is offe--
ond the wholc set cf relrtiocashins heins established will give us an
adfusbnent ot the end of ths Uonr vialch wi 11 nronige continuous, full
cuplorment and n orhsd for the gocds n*cducva.

dc sugsested thers thet the rolsiine of ~snzos neross the bonrd,
following o unifory "pottoral nd in vory large oommts, would tedd
to unget the vape gtructurc. It tozded to strnd in the woy of zobting
yOStﬁu ‘rolotions and the rolative pozitiouns of all tho frobers well
wvorked cut, It wogs vointcd out that, if ron teok the tusinessmon's
own hypothesia, we would hrve = productivu effort which vrg sonsthing
like el opoin as lorge £9 it hed reoen nefore the war. The breic
problen-wns $o hrve brocd consuner purclislis nowsr stiblisked which
would mnlte sure thot thot oroduct wos -rommtly token off the merket;
wog atsorbed ot the foetory door prosntly; »nd did rot pile up in
inventoriecs, e weorce watching the inventory fisure closely g ithe
yeor mrosresacd,

*

The genernl preseriptica of rn odjustriiut whick wns mnde nt thrt
voint vas to n0ld Cown wege rdjustnents to those which would not vntal
an incro~se in prices; to to'ze - wodornto view. We argued for acderation
in profits, ad I e very mli4 to soy thet TPhilip decd, of Gelorel
Zlcekrie, wes onc of the nun ho “"TQlﬂdyd the snne doctrine. Iv said
this wns o timo when busincss chould forsgs nornnl worcins of profit
in the interest of hirh volumice Thet wos, cssontially, our argwicnt-e

not tc try to mrke o illine ocut of the rostwnr gccorcity perioed, Tut
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o malze the oadjustmients thot would »rovide for thnt continuous
ebsorvtion of the nmerked product which would koop the whole systen
wving in ivs noracl circular f1ov,

Yeou will remerber thet back in the spring of lrst yenr there were
a nucber of industrialists wiio cenousod the doctrins of holding *he
lire on prices or storting downwrrd cdjusbtucnbs. Hr. Ford nnd hie very

cble Brecutive Vice President, Zrnest Breoch, cane oub and said, "We
deorecate the tendency toward cdvancing ericcs which i1s moing one Ye

tairlz businessien thensclves hove to toke o conscious, thoughtful, ~nd
courageous stond in order to werk out theoso prices on o basgis which
will net give us qe casicst killing now bub o stable bosis for the
o -

faturo

Thea thoy weat on to sny, "Fe cnn scll all our cors; wo don't hnve
nny problen of thot notare, 2But woe woand not mercly to nnnufnacture an
sell cnrs, ond roke all the wrofits we con in the short mm, wut we
want to conbribute to gotting this sront iIndustrinl syston going) not
erely 1o zot the cazacbliy lins r“‘"idu, Lut to fecd oub Ford iionecy for
suppliecs, wnges, rnd s¢ or, In other werds, tc arnle moncy, not throusgh

the sale of Ford, MHercury, ~2d Li-ol» enrs, but irn o wor which will
ndjust thet seb of relntionszhi~z on o porrmeneont breis, So we will forego
nnting greater proffits todeoy in the rttommt to meike the test ocononic
ﬂdﬁustmento Wc wont to contribuic the 030 we can o the Hationts

I, porsonnlly, sow the letier Gomernl Browaing of the Ford Cormpony

sont out to oll of its suppliers, It wns o vory well-phrised letter,

racognizing thnt sore of then could znet zo slong on n price—~reduction
’pTOW‘"ﬁ‘ Yoot some of then wers rcaliy up ogninst the gun and would
hove 3o wait uatil prlc s of bosic metrls, or whatover i1t zight hove
boen, were lowered. “hgn the lotter srid, "Wart we are doing hiere is
to provide for zetiing a strbliized infusiry which will cmable Ford
to hﬁvo o contvinusus mariket for your produscit, You had boun :r help on
ity toos Youlrs Just os mumch interested os we are.'

r

I Salled with thon there ot Deoorborn shortly coftcrword. They showed

re some of tho letteors of roopoase., A minority of their supvliers sow
thce point. A majority of tnvn, FOJGVur, gvidontly feolt that, "Welre

not in busincss for our heolth, etll got whils the settins 1s gocd.
Volre not so0 rmch conoor;cd “bout thogo finel adjustontsg; thatls

texibook stuff,.

©_ Fowler Helornmick crise out loter with o giniler stotoment, He srid,
"We ore goinz to mark down: tho wrices of our w”odacts, not bpecrusc we're
forced to it, not becouse competitlon 1s forsing it upon us, but becouss
thie is our intcrpretation of whot the commetitive adjustment of a freo—
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rarket systen in the leng wmin crlls for." Heo snid, "We'lro soing to
neke reductions whiech will savo cur custoners Z0 nillion dollers
Trhoy will cover nll of our comncdities exespt three linos," Arnd
they were all well Justified. I 35 nob iie Yo sce o busincssin
toke n doctrivnire cconortle position, 2ut if he trles sound and
thoushtfil ceoronice and translotos 1t intc the practicel idiom of
tusincsgs, thorn I like it.

One of those linss s stocl, in vhich Intcrantionnl Harvestor
was a ninor producer cnd wads or lv sxall, iuciderntsl snlues. It anid,
"Iotre not really in the steel busincseg. Ye zan't wmol-e the price of

tesl iIn the wralot. ELvon though e sell o little stcel in certain
gurrtors, wo will ot changs tho vrice, dnother linze where we nre not
reducing prices is = aew line of business which we huvo cdded only
uccnt‘g nd wo do nob have o ocost oo ice Ttasis o which we can
cdowt this kind of long-~tine volicy, In other words, we arae notl
“O'ir Zor 1%, It would be tuoe soon.® I have forgotton whal the

tnirsd ~
IILSG WD S

It -n; to ne bt would bo convinelng to svory busincessuan——
ond cduea ional, tool  In tho fired place, it would bo convineing
‘because qowlor tefornick certainly isatt going to "go off the deon

sud® on this thing., He is etill o good busineseman. He glves the
rosgong for his actlow act in surbvirg, firat, the re sno"glballuy os
o constructive, bDSluiJL nors of the job says, "That is o now note

in "“uSll’LSSSg

;

) Tl&t ig t“e t$i“; I went to gtress, I heve a pot phrnse, I
think o new morcs——l0 yeou use Shot word down hore? A cuaton that
Zrows up anonf peonlo--hngs boen estoblishod.  Touw lnlow tusincs
do operate on tredision snd proctice. I think they nre now gett
rew concention of the Itind of proctice thet business leaders zid labor
loenderg——1 will coz Back to thnt lotsor cn--Heve to $cle nt this time
if thoy ﬂre.ﬁoing to work out econonic reconversion so that the onris
of our eccongunic oystur £it tostthor with snyithing like s akill that
the prrts of an industrial »lant or rsscubly lL‘G ore rade 40 it
together, B

1 do rot thuink this busincss of smuiting cur waole cconony to anve:
it berking, forning, woges, wholesnle, ond ﬂnqufﬂctur'ﬁg werts Tit
tognther in a bit horder than the thinss »ur snginoereg are doing.on
the tochrologicol side, IF you Just look nt rn ngsordly line ond seo
how the right colored hoed comus wp to romeh tho right colored boly
~ud fhe proper. chossis, nll in-such o woy that the ron rre wopt working
A ) dccont pace, with thoe materlial «ll there, you rust ogree thnt it
fg a morvoleus tsehnilenl ackiovenent, I Ao ot think the gebting of
thise relative prices, wazcs, costs, intorost ratcs, and so forth,
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2djusted is ony more o chnllenge to the hummn intellect. Thero is
this differcnce, howover. The chief enginccr of the plant tells then
how cach party is going to perform in o nrnufacturing operotion, But
each onc of us wonts to decide for himself in econonic relations,

In this connection tho most thot can be dono is an educnticnal
and persucsive job, Tant is what wo are trying %o de ot the present
tinec--%o0 zet sore kiand of broad, sound counscl embeodi.d in the
President's Bcononie Report, which is very wilely rcal, ond to got
tho practicos which cro cousistent with thebl policy worked cut.

7 the nidycar ronert we comncnted on the fact thet this rocomendos
tion for price nnd wage s~djustments, which hod beon made in the first
ropJit, was not worlking out, There were, I suppose, about twonty concerns
of some promincnce thrt joined the list of business leadorship which
Uenry Ford rnd Fowler Helornick honded. Bub, by and large, the clder,
rmore trndition~l idens of chrrging whob tho traffic will Toar and
teking rdvontage of o shortege situntion, were followed,

Iabor wnions, controlling lergoe dloes of lrbor, Jjust as these
corporations control lazze bloecs oi enpitel in adonting thelr policics
and following their prnciices, were nob linmited by the moderation which
the President had ndvocnted in hisz renort. They wore pushing for big
vnge adjustnents. As you know, th-y oot bis woage ndjustments in the
"sccond round" of incrcnses in i cpring of 1947,

The tendency wos for busincss, which had beon sonewhat doubtful
of this policy of moderation, finling it h-71 nn cosy narlket, to pass
those wagze increcascs on in torns of Ligher prices, thus promoting more
of o mrladjustnent then refining the adjustnents in terns of long=torn
working arrnngencnts.

I think there was o tine in %re spring of 1947 when there vas sons
cnuticn and corcern expresscd bty asingcss 1in general zs to whetiher the
absorptive gpower of tie narked or the nurcheasging power of consuners wos
being sufficiontly toaken enrc of. Thon soversl things hoppened to upsch

2ot brond,  First of nll was the cacl gettloncnt. I have never quite
boen oble to deeide whethor John Loewis mnde the last *plowoff" settlonent
of the second round, or whcthor it wrs the first oxplosive scttlonent

of the third romnd of wego increascs. You Fnow it was morc than the
"pottorn. It imvodintely started o compctitive situntion: "I John

ean ot that for his boys, why esnit our union officors got os much

for us?"

That is not talking in torns of what is o scientific adjustrent
of the wage structure to the price siiucturc, It is using brutc force.
It is toking o slodio hompior to odjust o dolicote piceco of nachinery,
S0, in the midyeor report of the Presilent, ho cited that as o nattoer



which would cnusc vch brant concern ne to tho getting of o working
- adJu"tnent. |

Thbn7§0ﬁothing clsc happoned.  We hod o winter whont crop cosing
to horveete-it wns o bumper erop. But wo woro also looking to tho corn
prospoet, ¢ Hoy wng.cold ond wet; Juno was wottor. Wo got off to o
vory brd stort on the corn crep.  About that tinme the Council exprossod
concern that n poor crop outlook would havo o strong offcet on livestock
prices and would color tho situntion ns to now wago domonds, o we
were decply  concernod 8 to how those dovolopments woro zoing to ‘crugo
o now type of working rnranveabnt.to work out n higher price level,

Thert ¢ bout the sance time, oo owL»*o in Ju:ﬂ I guces 1t wes, Genvral
dnrshell nade his fanous speech ot Harvard, The Europosn uabicons
pickcd 1% up ot once, gzot their Paris Conforence together, and wnrosented
o vory porsuasive picturu s .to n lorge forelgn-nid progras. So hore,

in the frco of shortor supplis s. WO WOTL fuood by & strungthunlzg dorand
situation, ‘

I roenll o sentence in the nidycar roport. thet suns this wholo
wbbor s It dcseridbod tho situntion ot that tinme by saying, "Wo aro
fooling our way toward o wurkablu sct of prigo adjustucntef——when
ay "orieo," I meon wogos, interest ratos, and overything which has
dircet rclmtioh o it--Pand 1t will, in viow of thuse developronts,
inovitndly boe on » highor priee level than would hnve oventunted if
Phuge new footors had not como i“to‘thy,situation: or if the mieture,
as it looked in Jonucry, whon tho Presidont put in his first ropord,
hnd Pontiﬂuul.“ :

-, 1t
n

i)

If cortain thinge are put. into the pictures =»d thoy arc relatively
Ti;id, you have to tnke thenm Into considorstion avong the wcononic
Tants of. life from thot tine forward. That is particularly <ruc of a
wage ndjustriont,  Woges arc very, o8 wo osccononists soy, "sticly” on
the 2own side, Thoy do not nove whon conditions chrnge. Thoy oras
pords  Lhore are nll sorts of resistance to rewvisin: rates uveon when
thers arc secret conccssions snd ond kickbacks nnd 211 that sort of
thing, 4s o praectienl nntter, with lobor organizod in the sizo it is
todry, with.the lognl situntion under which 1t spuratos, whon we ot
wWogus up yon know you nre not going to gct o flexible: ndguﬁtncnt AowWri—
word yhen othor factors changes So thot wos the situntion which hald
to b’ trkon ronlistically into -the picture, .

The conlewage scttlonent brought on an sdvence in the price of
corlse Wo hed sone top cxeecutives in thot nres who Wch invited to SIt
down nrcund our ccuncil %$nblo., ¥Wo askod thenm whnd they buou;ht was
" the necossury adjustnent thoy would have to meks in conl rices in
order $0 nect this situation, Could they hold coal prices down? Wo
had o vory intoresting discussion on this subjcct.

Ej




- ,____m----,-,-\:—j

L_. b e W L,uL-

Later, we had in some of the ton, steel exscutives. Ws told
them, ‘e Imow what is geing to happen in coal, but what do you provosc
to do, and how do you justify what ycu provose to do, In the steel
area?’ ilell, you all know what happened there. Uith & rise in coal
prices, followed by steel, we got a pyramiding sort of movement, in tho
induegtrial price areas, made poseible under the elasticity of our
banking system.

Let me go back for a minute or two to the debt situation in
relation to »rice adjustments. Whet price level should you try to
. get? What 15 the price level on which the country can carry its
industrial. needs and its financial needs and get the most returns?
I thini most pecple feel that since, in tho war perled, we had to
get our Goverrment borrowing up to so high a level, and got the
national debl up to the level 1t reached, that probvably & workable ..
set of price adjustments would include higher wages and prices as high
as were noecessitated by that wage level--but not by Inordinate prcflta—-
a considerahbly higher general price level.

It-is easler Tor.a workman, let us say, to make his withholding

tax and.- final settlement out of a high.wagae. .It is harder for the persen
‘who 1s on a fixed income, who iz on & salary vasis. It is hardeat for
the old ladiea who are living on amnuities and the people who retire

and expect to live on a vension. There 1s no fixed answer aa to the
question what public or private policy should be with reference to the .
question what price level ies the bost on the whole. I submlt there

is no final, fixed, or known answer to that question, which hits
different people and different business groups in different ways. .

I think there 1s a genmeral feeling In the United States that
finding some gort of level for stabilization somovwhere, somewhat like
what we have at the present time, is desirable, Better this than
talking of (as Harding did after the other war) "getting back to
normaley"; or to think that there 1s some demonsirebhly correct price
level that we should go back to,

On the other hand, we are Taced today with 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 ourchasing power and lteedn
up the tale~-home pay of the wage earner. Then, when you put wages un,
you have to ralse the price of commodities, I you are still in the
seller’s market, you raise it not by the amount your costs have gone
up but by the amount you can sell your gcolds for, Thus you get what
we call an inflationary "spiral." When prices of goods go up, you '
have to have a.second and a third and a fowrth round of wage. ingreases,
That is the sltuatlon we are in at the present Lime.
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There nre two .encral attocks on i%e &s I said, I do nei think
anyono con pO\u1b1J tell whore ths »ulling and henlins of 211 theso
forces ig weing to cuds  ¥oor have corioin outside 1inm footors,
One of tlei is in the Fodernl Rugerve System, You do NOYG pOWer on

the part of the Federal Zescrve Systen, bhroush its open~norized oporntion,
throucsh its sctting of discomnt rotos, ~nd throush its swttlng of rcsor-

..J.

-

veg, 1o pubt an sutsido limit to noney and credit cxpansion. Thoso
rro powerful nensurcs, Theoy ridie the non whs ie rosnonsible for

opplying thoei pruse and consider, For if hoe puts o rigid sort of cop
on the finricial wnrizet 1t cruscs, as the phrase coca, "the roin to

o on the just rnd tho wmjust,V Y pincheg every toenik in the
Sycvoir and 1% nokes overy bonk oinel its ocustoners, w1thout full
resord to thelr particul:sr ncoeds nnd possibilities of uwsirgs copitnl
end paying the Tonk, '

I think we shnll have tv plues copbosis nlso oo voluntary control
dovices, Tho duerican Tmidrers asstceiation hog “o o oub potaing to
persunde nicrs bhonks to put in sclective credid ititﬁtionb ae that
roorla connot oo on rolsing watus, @vrilcce, ond o throuly tho

inflationary spiranl,

1

[,1

Thers has beon recontly, o rou »rob:bly knew, o tremendsong
exprnslon ia corwsereisnl har't ercedit, Trore hos Beer o ovory lorge
exprrglion in congunsr credit, Thwe Fodoernl RQuserve Ernk dariny the
war had pover to 1indt consuner cradity howevor, ot ves tolnom off
lost Joverber, & BILl wng mossed in oro of the Hcuses in the sovoclal
sasaion of Conrross to put 2t Bock one Thot is one weoy of checkins on
Inflationary snircls It works in o Aifforent way then scperal eountrol
by the Feleral Qeserve, Instend of boing sonctbings which wutas rn
iren cap dawn cover the whole thing, it puts some restrnints on -
cortrin clrss of buasinzss,

Thnt ig not ~11, Your brnkor, frodvidunlly, con tailer erolid
to tho needs of thoe neorle who come to nim, o sinsly tr’ks Yo L
aeross bhe feek: VMire you soing bto ues this crodit for gorothin:
wiiich thoe btrnle would so% peid-on all risht but which woul* rorult In
ar overoxpousion of C“hac1tj? Arc you foing 0 opon anothir HonT0 0D

or whatover it nuny be——when we are alrondy woll supnlicd witly tiom?
Ii you do, you nro going to o b““:“upt Just ~s zoon ns prices o
dowi, - You will lwvn your capiinl coiitted to tho less—-iiportant
uscsy The Arcricon Bonwcors dssocis tlvr, n week oo Monlny, orterooutd
aQ

and srid,"We nre soing to use sur influvnce to try to love the ko
profossion, along with the Federal Hesorve Systen, supalosen

4.
Ly
generel kind of control ~nd have it tailored o the businose vituationd”
They said, "We nre golng to set up a corpalisn, We cre joing to divide
the coantry into districts. We arc aoing to cducatc the bhankers

throusheut the country to usc rostraining infincence, not say, 'We wore

11




short on profits durins ths wer rnd welre 1o the business of sclling
eredit end now wolll sell ~t ony pricc we con to irke a profitt,
A B, A, lendership is enying o the individual beonker, 'fol Yenlwo

gat %o cuorcisce gone rostroint.  Youw hove to ba vory ernbicug, restrict-
ing eredlt which will e used for coasusar Turp ing thercby
wid u~ tho vrices of snods still further,”

I conly 'wigh thoy had e¢ald sorething nore about velng cruticus of

credit which ig ruqﬂCQtﬁl for wniverse preductive purnoses, After all,
you ecan hnve 2 seireling movenent even thoush tho eredit is nmnde Jor
production purposes, os I eaid 2 nonent rgo in the cuse of over—-capoceity
or over~inve.tory. TYou shoald restruin Businessien ooninst acewulating
inventorice on the fonr tiet nrices will e upe I svosybody docs it,
this tricic will push prlices up. Uhcq priceg stort down, you are csing
to have n gonsideratle nmwier of bonirupteis 4 L

and & orocd denl of
finmuelal coborrassient,  You are soincs to make your own treutle if
croitit fa cveremtendoed,

(e} \)

At f@is Juncture, Hr, Charles Wilsum, of Goneral IZlectric, cax
forward, as you reacaver, a weck or su aso, near the tinwe thet the
bankers 41d, =nd, from the industricl side, said, "I believe the
inflationery danzer is so zreat that Lusinsesmen thensclves rust gtart -

a protective ncvenent fron the nanarericl side.  We must tailar our
efforts to ~uy yrcepent sobiconsl coonsnio altuntion,m  He said, Miclre
#oing to prico our stuff nt three 4o tun por cent less in coriain
caterories, Thero arc corsain heuvy stulfs +hich were contracted for
previcusly; thoy are beins delivored ot the old, crisinal controet pricelt

Fow I could ~o into tho nublic-worizg arca of the Sovernment, Its
reprogontotives Love tricd to centribute just ~s little ns nosgible to
inflatlonnry pressurcs., The Fresident tock twe steops that were vory
cournsoous. (1) ingisting thet tox revonuss should rot he cub; this

wns becnuse of the leflatlorcry of foet of hish tnxes and debt r cdlction
and (2) the other deflatior ry rctidn of v Prosident was & soys "ach

as I would like to sce overybody on the Fodernl pryroll, civilian and
nilitery, ensed throuwglh salary increases, I feol thnt the inflationory
dan er is 50 rro“t thnt ench of vg and to sweat it out for o while
1Imer rather than »nlnee tlo Goverament in the pr;tiQn of contributing
to the irflwulonxry Tirce juast +3% tbﬁs Junctars,” :

=

Tioro dozs 11 this leave youf--guite at sca, no doudt., You
‘ige ~Ajustrend, 5 I rmontioncd

shonld be, becruss thoe wroccss of wr
beforo, is ons of rolativity, If royvons sives you o sinple, unt anewed
and says, "This will Jo it," you will know he is o fakir ~ud o quacks

5 8 very compllc b2d, lossely orcanized syston vhasro you con put
i ono new factor throush ¥r. Becles in the action of the Boarld of
Governcrs of the Federal “weserve; or throuch the AB.i., affocting toe
local tonks; or throuszh PLIL Murrey, offecting wadsos,

Q‘:l
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It illustrntos, ot lenst, ry point tlat there ore ploaces vwhere
gonebody must do ﬂOﬂcthing. Join Lowils, in kis metion lnst swmnmer,
4id souething thot had n prufuuuh cffoct on. the cdjustnent process,
You seo, sconopmic reconversion is n corbinntion of 1l those things
When certain of the:n aroc thrown in, we hove o try to fisuro out how
it is ﬂoing to cperate in onc dircction or gmother; and how they will
£ll odd ups

I was naking a little teolk for the Associ i

" while hnck, They wented me to size up the 1948 prospeset. Now wo of
thic Counall of Beononic Sdviscrs do not do eny predicting; tut it is

incuzbont vuon vs fo epat things which, if tnoy nove in their presont

Jivestion, will have an inflationsry or a leflationary cffcct. Well,

~t that tine I usch a phrose which tke hend of that associntion said

he thousht was very helpful to his people; it is not definite. Dutb

on of Buildecrs a
T

tecruse it i1s not definite I think it is helpful. I said, "Ws sre in

a situstion—~-with the hold-over of the war; with those Pforarkable
developrents of th last yenry with IHP before the Congressy with the
pcndlnb tex bills with the weotlher vunorts conins out ~s they are;
with Chorles ”Lluon rebing courngeously as he isj with this raising
the guostion, TWill other businessruou ~ct the snmo woyl'; wita ‘the
CIO neuting up on Jackson Plnce rl‘at now--with wll th“se uhimps

=)

pending vhere anything cnn hopoen,!

‘That is a-lot of helyp, isnt 1t (Law: uter) But it is truc, -
‘nomtlemen,  If wo do not roalize that ond st we arc-not going to ‘
{0 bllncly in and let this danqcerous thlny: .nﬂen' OT WC are zoing
£0 dig our tocs in and, slthouch we know. no non, no cr'nnizutlon, no
'roup cqn &o the whole thing, we orc coim: to o ssnetking to restrain
e, process which, if no ons does “thnlLb to resbra 1n 1t, will inwvolve
_us in oroct rulnp . - :

. ,I~was talking. to the Council on Forciyn Relaotions, in Mew York,
on the forei;m-nid orogran rod donestic inflationm. I teld then I
tbou; b without preophesying, T could give tiacn two nodelg of what
any anppen this yoeor,  Supposc we should .get, fron this point on,
2ood wenther conditions. Then I thinik, if the AFL ond Wilson and
CI0 would carry through, we could do o finc job of real cconomic
reconversions We:could lick the inflatioh snd show the authoritorlen
world that it can be done by intelligsont buelness executives nnd a
denoeratic systcn of overnnent ﬁithout coing back to o police state

or qnyth,n; of @h sort. -

©. We have been CLtcn1r; up in eerinin industriel lines; we will

cateh up In-cortnain others. You mow it conos pretty fnst vhen you
et to the turning point.  You will reecll ‘what Hr, Chrysler saids
"There is only onc day when sup-ly and denand aro cqual. Ca Tuosday

13-
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and Wednesday you have a shortnse of cars; on Thursdoy you have just
encugh; nnd on Friday you have too nony." And that is about the woy
it happens,

We all thouzght the winter-wheat crep was lost, We talked o good
deal a2bout the Dust Bowl. We thousht $hore night be 800 miliion bushels,
or 7?00 nillion bushels, sonething way down, asgeinst a billion one
hundred nillion last year., When the Decemboer tenth Crop Report camo
out and said 839 million bushels, a lot of people got cheerful. But,
tho whent crop is not nade in Decerbder,

Thon conditions looked o little brighter for tho corn crop. Yet,
when you ged through wish plenting thoroe is dongor of drought in August,
alter that there is frost dangoer, in Sopterber and October, It did
not 1t us legd yoary that is whaot saved our bacon, Whon it locked ns
thoush wo might have only two billion four nillion tushels of cora we
got 200 wmiilion or 300 million bushels noro then we cxpocted Just

bocauss the frost held off,

Those things ere all chend of us. Supposo they go agninst us?
You can sce, from what hopponed lost year, that we arc going to havo
high liveeteck prices this spring w3t ns sure as youlre a foot high.
They may go o long way up by spring. That, wo connot chonge; it's
there,.

On the other hand, if we sob o good corn erop, then we will hav
a heavier focding of pigs r~nd thero wlll bc more pork., Thore will bo
heavier fall brecding ana wo will gradunlly work out of that shortago.
Supnose too we got another bumer crOﬂ of winter whoat; thot then is
great cxansion of acrcarc: and thot conditions in sone of the losge
tricky norts of the whont Delt aire much botter than they nre in that
very hazardous Dust Bowl arca.

Wow 1T we get a zood when$ crop and a gosd corn crop, then things
would look fovornble, But summose they aro both bad, on top of high
livesbock priccs, I don't toiicvo we can humenly expect anything dut
one thing te hieppon——the inflationsry epiral will he given anothor turn,
After 211, the ccet of living is tho bl:”CSu iten in tho wago~carnerls
lists The place of neat in his dict is o sort of critorion of whetlher
he thirks ho is well off or isn®t well off,

5o, givon bad weanthor, I think we nre going to foco econonile
conditions nore seriously thon anything we have foced for o long fine,
I think we cucht to renlizoe thate I had hoped the Presidont would
Put o 1ittle bit nore of that noto in the things ke hos becn saying
recently, One thing I would like to have heard said wos that thore
aro certain things which ecome into the cconomie picture that we just
Lave to foce. We aro nct going to nove eny kind of political magic or
econonic nasic which is going to toko us awoy fronm then.
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If wo face this lnst nlternative, I thirk we nosd to ot that
noto into ocur systems, We havo not hnd sy nustority; in fact, wo
de not know whnt that word ncens in this cowntry, Think what our
cuuging in Britaln and ocur comging on the Burcpsen Continent hove pone
throush, ~nd are aoins throwh; raother rowd of it on top of the
several years of punishuent thnt they havo had ~lrandy,

Even on the bad nodel I hnve presonted, I do not think tho spiral

cf inflntlion would ~et out of hrzi, or would et us into the sort of
thing we have secn in Gorieny and in Austriz, after tho other wor,
o

nd Itnly, whors prices run completoly wild and the currency beccnes
pracilenlly worthless. I do not think thot 1s in the pileturs, On
tho worst nodol yuu do not sec o situntlon in which we nre soing to

"1-'\

thror oursclyes intn o teilsring

So it ceons 9 me the word thnt should bo sounded at the presont
tire, if we are geing to show that we do know how to run the occononles
of an indngtrial system, 13 to say, "If those unfavorailo things do
comz, wo bave ot to swont 1t ont on the beaches." I think it is all
rizht for the Government to sny, o3 tho Eirh Command loeg in wortinos
"Ycs, wo will ds this, that, ~nd trc athor which will cnse the situation
as much ag possiblc, Wo will ive yon (tobapborienlly spunking) rroper
alr covery we will hove the wroper novnl supnort, and o11 thoso thinga,
We will hawve the ;roper nedical scrrice coming in," But, vou sce, it
those things haopen, w

.

wo hove o311 .0t $o swent it out on the benchog,

1
shortopzos, sonsvody hns to foreso the thinss he would

0
If there arc basic
lilte to hnves

>

We hnve worious lober grow,s coring in from tine to tine for cone
sultation arsund sur Covneil tatle, I sald thnt vory thing So them
one day I sald, "Whnt Jdoes your statencnt thnt you mmst have o woge
increaso which will of“set the cust of livimg- nenn, sinee that increase
in the cost of livin~ comes fron pnrtinl erop fallure; in other words,
a food ghortnge?" I sail, "Dous 1t nmemn ~rything cleo thzn saying that,
tocnuse ol your orsmrizod gtronth, and hecansoe of the s~dvoniagucus
position of tho moaufrcturer whon you arc workines for, you can <ok
your nenrle oexermbod fron ony shoro in that seareity which underlies
rigins ool cests? You roy soy the rest of the world can boear thate
But remurbor Ythio rost of tho worldf neans a lot of warkins perplse
Do you represent n lobor noverent whewn you talk thot way? Or arc
you n specinlerivileged srow, of workers who will oke th.sce whose
wnoes are not so.ormeh s yourg toke the pinch whilo yoa - oxermted?®

“Thnt is the sne. thing I think we hnve to face, I do not think
the-banlter shaull sny, ®"Wo didnlt nake as rueck as wo would like to have

nnde during tle wnr; wo wore held downs Wow wo'lre golng to Loke. our
killins whilo we cone" e hns to abanlon that iden,
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I an cortoinly £)lad thot Chnrles Wilson hes teolten the leod among
business oxceutives nt this tine

t o When yeu ~ot busincsgnen tolking
to othor husinesanen throucshout the country like thet, then I %
throw:h wroper use of very . b coverarncnt eoptrolg, which ~o
simly nerns of solf-discipline, they will tnlko us throwh cven if we

T2l

have a worse wenther situstion. If we do not howve it, we won't heve
tc resort to so rmch control,

That is sbout the nicture ae I see ite
COLCHTIL KeCULLCCH: Are thore any questions?

QUESTLON:  Tho Federnl Rescrve Systeon recently chongeld the
rediscount roate cuite o smnll fisurc,  Was thot done far psychological
roasong, ainly?

DR, NOURSE: Yes, When you tack on "moinly" I think I would say
vese 1 think it was a nove in the risht dircetiocn, Waen you chanpe
on elcath of one percont, and tho rate is alresdy low, it docs not hove
o great oositlve effect, But it 4id sound o strong note of caution ns
t0 ratves wiich hod been held dowvn Yo an abnornally lor figura,

Of course, if you want the full answer to the question, you will
see in tho Econonic Report of tho TFresident o statonent to the offect
that government securiilics will Yo supported at par, which is tho
nost positive stntement of thet sort ever given., There are o lot of
weorle who think it was unwise to msnke so firm a conmitment as to obgow
lute pare.  Some feel i1t could have been corried out by allowing the
rices of tonds even to break o little boeluw par; that nekine that a
rizid peint is Lrotobly not the wiscet thing to do, But it supplies
sone flexibility nnd I think it is desireble, chiefly, as you say, for
psychological roensons,

BSTICH: D2v. Nourse, I hesitnte to aslt this question becouse it
will only econfirn ny i norence of the wholc subjcct.

The President, in his $ex program, provided for o reductiosn of
persenal income onl compinsatory lncrecse in the excess-orofits tnx
for cerporations. I assumo ir., Dodge and the Anerican Benkers
associntion are concorned primnrily with tho short-torn cormercinl
loen, There is n w004 donl of liscussion thot there is o shorbnga
of fixad capital, How do the twe things mear together?

in other words, you {~lk of hoving the cxcess~profits tax increascd
at o tine whex we nny de in o very critical nosition to increase our
productive capoeity becouse of shortoge of vanture capitel to expand
zquipnent,



T

DR, FCURSE: Thnt is o presty cirrrchensive guestion but I think
I con onswor it by siving 'y renction to the mojor points in it,

Incidentnlly, where the burden of the corporntion tox will fall
wos elarificl by moking 1t nn excesswprolits tyme of tox, Thnt is to
sy, thers will te tnx only in crge the corporntion is alrenty rore
then averane profitatle. “hother thnt rote would Le too henvy, iz a
question., 3But, you see, in sonerrl it moens you would Ye levring it
on eompenies that ~lrendy orc in ~ vory stronm reserve position ond ore
doiny lots of intcrnnl soving,

Tour othor gquestion, of course, comes $6 sonothins which is quite
fUﬁdnnuntnl, rs to how much Aifficulty is cneosuntercd in setting: enouh
venosure copitnl into our systen in view of thoe necels which lie rhend,

I o gonethin~ of & hercetic on thet cround, ~nd for this rcosond
o reat mony people say you hewve to et venture copitel out of hih
in ares or hisn u“rnil s of tho commpandes, I think your rnto, cven
wifor the excosg-profits tax, woull te hi- h criovsh so you wouldl et o
seod rate of ipt* 1@1 ““Vl“(bg Wrore I e herotic dis thet I think
vou could, ualer o yollesrdid snd condily o*wldycd yopuls tlun, get
enouch eovings cnong: the h jh—l.lh aochnnies, office rnd enlay

»eople iu general, I think we hove undorecstinm~ted the pmount of sa‘inas

walch could Te drown from Vant elass i vou toize conditiong of sustaine
enployment and scod wootvs, which l¢ the prenmisc wo work cn., Tant is
what we are tryinsg %o ete  Tou bLave to nssune thate

sue is, I thinlz, that our savings and investe
rad to ost osnvin from thwoge sources
Ihwere is o nnssoec, welicve, in the
¢ cn that problem. I we are to
not ty1e which, 14 scens to me, is

¢ graton nnd o donocratic systen, we

The quirk in thnt
nont insbitutions
inte the vﬁnture-chi o
Council Reypori wher
~et o sotisfrctory on
censistent with a frog-ont:

S
I

1
sh~1l rve %o unke sonc C"t:ﬁcs in our savincs end irvesting instidutions,

But that hoas been ez, ?’lct-?lﬂnt coeratioms of tant gart hnve
boon wnlerirkon, lletropolitrm L‘fo, seccuwnulntbins jugt thet kind of
saviin:g from thot sort of poonle, and Toin contont with nn carning

rate of three and throe-g a"*tars or four porcent, hes gone oud cnd dbuilt
a lot of lrrpe~housing uo"ulOI.e:ts on nn scononlcal and low-rent Zagis.

That is venturc ecapitnlism comiins out of the nefiun~srade savings arco.

» I say I am a horebtie, not in denyin~ the noecd for worrtine

crmital, but of sayins we crisiut o it wiler our 12 mneczinery.  Tot, it seus
tu me, melizicotion of thet anchinery into terms of conditions in the
irfustrial ficld Is quite jpossille 1T wo mnke uwp our ninds %o it.
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COLCEAL HcCULLOCE: In your opinion, would we have Teun betier
off now if we and teen ahle -to reotnin our wortims controls for &
rc“uan”“lu wericd ¢f time followin Vd-ranyt

D&, TOURSE: Tell, I think 1t mnfortunnte that so much sontinent
vias developed rroinet thon. I coninot cuswor your guestion c"tb"orﬂc“ll“
iAs to the mechenies of the motscr; I woull sny yos. Thore is no
gacgticn ctout that, Ls to the psvc holomy of tho nattor, there wos
so tuch opposition Tuilt un that it wog not foneiltlc and we could not

-

AnZe them worikalle teyond thct point.

I thinl: most orico-rrnolysss would nsgrec, in the 1ijht of whrt has
hepmoned sinece, iant tho conirols were, in the mechniiical sconge, taken
orY 100 8005 '

QUESTION: Witk the Governnent purchasing thosc tromendous
gwmititios of arricultural comsclibiocs, how Joos thnt nfiect thoe
ha | g3

irflrtionnry soirel?  For instance, like they Aid in connecction with
osatocs ~nd egos,

DR. TOUDISE: You c““hot Tay 400 niilion bushels of whert without
Leins o Dullish inflnemee in the mer-ct, There nes Teen o lot s~id ~bout
hew stupid the Governront was ond boaw inconsietont it wag, First it

wng a8 a nattor of policy, trying %o ot tho urices down; thon 1t turnsd
crovnd ~nd pid uwp the neoxizet for thosc commoditics, Fow they woere not
Coing thie buyiug of comnodities Toenuss they thousht it wos Antiw-
inflationnry. Thoy wers doing it bocruse, for nilitary end dinlom~iie
(state) rensons, they thowhit we 1wl to nole, indocd were uolingg,
comnidinents abrond, If those were to be mede, they had tc buy.

Thisg ig, n~nftcr ~11, procurericat stuff, Yhnt would yvou do os o
procurcnent cfiicert  Would you o into the market and tuy rownidly

when the nerket was flocded ot hnrvest time ond wieon frromers did not
hove sufficicnt stornae suoce ond were »iling whent on the ground?
Of coursc you would; thnt is the time to Tuy.

. But you conrot buy 400 million nushcls cvon in that 2ind of o

porliet without relsin prices. Tret ig true. Fow, buyintg ig proctically
corr.lebvods  You sece, we shipped E70 million Tushels lest yoenr. Wo

set thnt os the ol for this yenr. Undcr the Interim Aid Bill there

wed to Lo dquotns thebt would te wmier B0 niillion Ttushels Tihcy nro
opernting ot tho prosent time on o preeurcmczt plon of 400 nmillion

Tuskels; they hove ~tout 400 nillion ncw, So they nre aoct nuch of o
frctor in the market, But there wns o ~cod dcal of tnlk Jugt the other
1 B hels, If youw go iabo ths norked

lry Tecnusc theoy btousht o nmillion Tam
r il mount you are bound to reisc it

ot
=
3
ot
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There ig one other frctor ihnt shonld cenc in there toc.  YWaen
ws grre to see whnt the fseed sit”“tion weg, wo fnow thot 1f we wer

o+

coineg o do our foroirm oid on n procticcl brsis, wo hnd to conserve
corenls for hunen food, which is tPc ceenuitienl woy of using thom,

and hove a losser apount in the production of mont, poultry, ~d dedry
vroducts, which is the cxtrovosont woy of using them. In othor words,
the quiclrer the Governaent lot pricos find that hisher supply ond
denond leovel, the quicker thoy pat o poarlty on livestocl fecding.

I don't gsoc how you can say that that was dumb, They were

tho: surnose,  Of course tho fellew who wants choop
like it, I you toke thet Troad strotery of whet

, T think you will arres 1t nnkes scnses

-

QUESTICH: Hnve parity prices ~nd subsidies beon renoved
entircly from coriculturnl products?

DR, G0URSE: Wo. Fy the woy, thant is onc of the things the
nends of those notionnl rericenltural orirnizotisms tell alout around
our couwtell intlc :

T nelé o tallr, first to ¥, then te o netionrl union ot Tincinnatd,
and finslly to the Ancricen Couneil of Cocueorntive Asscciations on tne
ascricultursl sifte of thie yrorlon.  This wos the Turlen of nll thesc

trlkzg~—crch one hing o rLSWCLsiEilitv° I s~id to the foroers,"i don't
- - v !
thizk you hrvc cone %o ngilility, VYou Liwwve likad o hong
oxn te pnrity wrices in thc 11ofi" reried
S

- [ ]
whon they wore not neccsorly,
t

l’bn“ ta Lo nade,!

.

You rro hot ;acinr the kinu of ~Ajustient the
I do think it is wanforturate they hove kept to sone ol th
forrulas ~nd tricd tc <et o nere exponsive woy of conputing t

QIISTION:  Would you say it 1s »oliticnl prossurce which prevents
trno clinirntion of those?

4

DR. TOURST: - Timb is obtout wvhat it

QUESTICH o nlos ] . he national Jebt, We hrv
a Treosury »~lius v : LS B yeg Cue to infleticn, IS sa"
liko ood busine ' we contrected when o
was worth ¢ : 3 aoller, Yot the Gove rnment.
in reducing ity n"tlunﬁl debt, 1 rowing nonsy on tiie norlket which
gseeng, oenin, to cortiaue the inflation spirnl,

DR. FOU5ESE: It loos not inercese ite It sinmply tolkes

, g it out of
one place cnd, ohviously, yubts 1t Tack in nnothor, The nost anti-

infleationery prrctice that could be hold would be 1f it xopt toxcs ups
1f ne Treasury took the surolns rndl kept it idles But that ls hrrdly




prectieable, I 4o not think in a resl world ihe Treasury would bo
pornitted o neccwrmlate funds of thrt ~niount,

AT the end of the war they 2id, out of the lnst ILioan, have qpltu
o larce sum; in foct, fifteen %illions or norc of surplus. That wo
the first Hl“ reduction., Bub now it gceng to ne thot the enly course
to be Foliowed i3 to use the surplus for debt reduction. Your first
provscel tion, of course, is truc, It cannot he o onc-sided account.

COLCNGL IieWaMZTER: I think we were oll quite intcrested in the
ronouncerent that thoro bad becn recormendations nac for lenctheoning
the worls weolz, We renl:ize that certain basic raw nnterisls will
provent 211l infusirics fronm innedisntely incrensing their work wock
beentoe tnuy would not to nble ¢ function over thnt period.

Woudl you care to comrient on the possihility that this will be
cpicized up; thot lavsr will rroc t“ it; thot manegement will sec in it
an spprréunisy to got ~dditional sroduction and by ziving the cmployce

nere talke=lwone pry nveid the neccbs1t“ for o further reund of wages?

Would you furthor coument, if vou con, sir, on whother the President
ncant that L*, Wilson, in gdvoentinge » 45-hour work week wns thinking
of 1890, or whether it was stroaisht poy, reproscntative of the thinking
of thot poriod?

DR. 10UESE: I nm o little boitzered by your linking Mr. Wilson
with this. TIs this Wilgon's propositiont

COLONEL MeFENZIE:  Hr. Wilgon of Generrl Hotors,

et

o O ¢ Wes his nrmo atboched o this work—weck p celiti

IR lURSq Wes h ttochol th T} I prop tion?
COLOWND, McKZhZTIs5: I underst“oﬂ ne rzeommended the 45-hour work

week ac strol-ht-tine pay; ~nd that lIr, Greon has recomnended it.

DR, FOURSZ: I hnd Greon's narme connocted with 1%,

I Am't sco thrt thet is o very si-mificont contridution. It is
ca gord of side-dcor oppronch to the wase—aljustnont nattor. It would
n7t easce tho situatisn ruch,

T 4 n~t sce thnt the situntion now is >f the choractor in which
the hrgic of the work weolk sho ul” he wmodificds I think wo arc neor
encush B9 th C”tCﬂlP —up poried, so we had bettor continuo on whotever
bnsls we arc moins to Luvc, which i3, ng I trlkc 1%, csscentinlly the forty-
hour weak. Tn ¢t 1s in tho nrocess of beceoming stonderdized for
tusiness og o wholo, I, 7 ‘vnblf would not e inclincd to cqunre ite.




£ ¢ o

¥ow it would give an offsct to hizher wrsge rotes. It woulld nnke
it ensicr te have longor cperstions ot cerdnin spots in tho syston,
However, I have not socn any procf of thot ense that would relicve $ho
spoto where you hnve senreity. Toke, for instance, your stool iﬁ&uﬂtxya
It is o continuous process industry. It is short on serap ~nd iy iren
It is up ngainst tho licit of its fneciliticse TYou ore not foing B
heln ite

b ]

I do not altogother sco why this shoull bo advecotcd ot t&'s ﬂtﬂvc
of tho catching-up phasc. Waion G.B, mele its prico reductin o whil
oack n lot of *LO*lO snid, "Wy surc! Thetls tecouse vhoy sco surwly

catehing up with ordorse I think that is truc. But u.E.‘s retion wos
very tincly.

But £~ fturn ~r»wnd and ~dvoento o longer work woeek in crdor bo
inercase supplics just nos wo ardb cotehing wp, T donlt so. i,

COLOVEL McXEXZI®: You loft WLINSYSToR uhe quo tatqu tlu

on, It was not cleoar ns to whother or th Kr. Wilscn wrs 11V1LT in 1890
rnd adveoeating o lonser work woolz, or whather it was the point th-t nwon
would bo willing to work lon,or tho. forty hours without roceiving:
premiun poye

DR, WOUASE: WWos I arm not surc on that., Bubt I do wont to tohe oo
1nst comment on this paint that it would not relisve the ~orieunltursl
situation, which is nest mroessingg asr woull it reliocve the stool
situatimn, which is algo guite vrvssiu,.

COLONEL MeCUILOCH: Dr, Fourse, $1:2 8-1lc~e is ¥uonly awnre of pour

meny dutics and rosponsivilitics. We nroe indood mest ooorccistive i the
tinc you have deveted to ns this aftornoon,
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