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7.'~. :!DTTS: General Holman, guests, and gentlemen: I wan%i first 
~-~ thank Colonel Hoeffer for ~'~..~ ave ~lable this oeriod to Economic 
...... • u.l. [~ . ,+  lecture ~h~s morning is scheduled a little in advance 

of the formal opening of Unit IX and for a very special purpose, ~. You 
:~enr,!emen ~:ill leave very shortly On your field trip. You will visit 
c,,.n>- -~ of the leading industries of 5_merica .... o~d you will observe the 
scope of their opcrations. You v:il! have an opportunity to question 

m<nagemen%, i ~ . . . . .  o ~ .... o~, you will be oe~ticularlv interested in ~,,zhat effects 
YOU our foreign aid program may have upon their production. -, ;rill v:c~nt 

to obtain the. op-.'nion of representatives Of agriculture [=nd of the 
mini~ig ~nd manufacturing industries, find out ,fl~at they think about it. 

This morning.-:~re arc fortunate in that ~:e are to have what I 
~Jnos o reput'~t ion ~,ould crll ,% briefing for this trip by a gentl,~man ,' 

is c~ell established s s a student of the ne.tional economy. You at(, ~ 
familiar v:ith the biography of ~[r, Temple. 

It is my pleasure to introduce to you )+Jr. ~n +~+n Temple, Vice 
President of the ~T t" ~ ,, '~o :+c lon,~+l City B~nk of h~ Yor]~, v:ho v,'ill talk %,0 
us this morning on %he "Effect of Forei<n -lid Progrc, ms on the 
],Tationo.l Economy of the United States." 

D~9. TED]?LE: Thank you, [,.{r. Butts. 

Gentlemen, it is an honor to b,'~ invited to speak on this topic 
before .<n _qudience of this c. !iber. Th< honored professor is the 
one v:ho is pomnitted to conduct the gro~duato clt.ss~s, '~.nd tho, t is 
the ~,v~..y I ~ ' 'cc;: about the opporttm'~itv to discuss this importcnt topic 
before this p~,r~:cul~.r group. 

I should !iko to mnko t-;:o Co~mm.ents on th~ title as it h~,s been 
pro~Ch~,',~, in Order to bring out so-no of ++e %ngles of vi¢~wpoint from 
~-hich roe sho;~id <pproach this subject. 

"The Effect of Foreign Aid Progrtms on ~ho ?':ationc+l Economy of 
the United ~'- ~.'' ~ ~ . ~  That title poses for us a job v,hich, lit~ral!y 
speaking, c<mmot bc done, for v~o c~.nnol completely iso!ate+thc effe~]t 
of the foreign ~id progr%ms on our economic potentiu!. Th,~.t potential 
is affected bY m-ny other ~><ricblc infiu~nces in the economic situm- 
rich, so th~,t our point of referor~c,~ is not a fixed point but a 
shifting point. The imp~c~ of foreign ~id on 5ur economy is J n te:cnls 
of demc.nd. Its impcct, tn~relore~ is conditioned first of ell by the 
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status of' other dome.rids, bot~.~ :ov.:~ ...... ,"-: .~..~ n,iv~+,., ..+.4~, r,.rc vc.riab!e 

=_r'~ we c.r:; trying to do too much in -this cour.'try, trying to ~:"(~-"~ more out 
of the productive org-nization then. it c,n produce, should :.~'e b!~me 

the infl<.tionc;ry ~,~* on for'cign *id, or should we bl<mo it on other 
thinss? Ir ~~" ~,:o study of ~:,conomic orob!~ms we h"ve to bc.c,r in mind som(~ - 

throng v . ' : : _ c n  I c , ' n  best describe by r. simple nalogy, we t h r o w  a 

rock into a pool of ;,v,-.ter, we got one re'.ction; end if tre thro#,." t~ rock 
into ~ poe ~ of' mol~,ssos, ;~.,e got quzte o .  di~c..~,nt v,.'<ve response. Tho, t 
is one of the. considcrn/tions w,u have to kccp in mind in thinking about. 
t h e  " '  ~- .. ,~ Lr . ,p<c, ,  of t t x ;  foreign aid oro-.-,r,<ms. 

~"~7 second co:mm<-~nt on the subject is thr.t w e  must 'interpret it 
broadly rnd approo.ch it from ~.iI sides. When the Mersh<,.ll Plr.m ~:,~.s 

proF, csod , the v~.ricus •committees th'-t ",ver(~ set up to study it con- 
corned th~mselvos ~.:ith the ~ff...-ccts of additicnol dcm-nds upon our 
rcsou_~ces, upon our industries ::od upon our fisc<l pgsition. But 
if ",.;e should confine ourselves litcr"!ly to th~.t viewpoint, we should 
overlook other me.jot c, spocts of the. problem. One is th.rsB in some 

sa, t~:ct from out .od8 to our 4cgreo the foreign ,:.id prcgr.<ms do not • b -" 
militory pot~nti.<l.. In some dcgrcc they rr¢. clt<:rn.:tiv,;s tc ~ possibly 

cvcn l.orgor n<~tion<.! d<~f.~sc progr~,m of our o-,:n. Wo can <rid up 15 

biliiot", dollars of defense ~a:d 7 b½ilien d611crs of forcisn aid to 
% tot~:l of 22 billion dollars; but if those fi{urc.s :;aren't put 

. . . . . . .  . : :L~ ,n  th~ 7 . - a s e , ~  to thu ~ 8  m "~ " " the tooc~-,Jr i n  that , ; c . y ,  ~ . . . .  . . . . . . . . . .  : - :~ ,Pg 2 2 ,  

, ,~ 2 2  billion° Over tb .~ ~ ' , ~  

run the foreign rid progr'.r: m<y r.ctu~.!!y reduce the oossiblo 
d e m ' r . d : - :  .;f d . ~ f ' c n s e  upon our < ; c o r : o m y  b y  building ,.p the strength 
.>~' our ,:llies :<.nd by cnccurr.gin~ the dcw~lopm(:mt o f  ,~hcir resources 
and the: use of their mct~;ri=Is. 

it is further true th..t the ,~rd result of the fcroi<n -..id: • 
progr~ums mo.y b,~• tc diminish the likc:lihoo'd of h.-..vin@ "to use our 
economic pot..'.:n[i.q£1 for v'&r--thot i-t '.noy £iw.- us :.~ 5renter cho.nco 

.,I tlP.~,~lnl..=~, th'2 DO"',OC, 

Th<;s,'" ~,v,-~ observations show the compl.,;xity of our subje@,t .-.nd 
th(. difficulty oP compressing c. f~irly comprehensive, rounded view 
of the sulojcct into ~ single stotcmcnt; v,.x: must "void t e e  nurrow c~ 
view. ].~(: n<..ed b, s~s, v~-<. ne..~d our .... l!{cs, ~nd we need the cortribu- 
tic.ns t h e y  c " n .  mo.ko to our potcnti%l. 2-c  s:'vc our n,.tivo n~,tur.-.l 
_~.,-~.sourc<~s i~v~ _~,~-:<isting~ , .... 4~ -.'.~,.-~_~ development of h"rcign ,..~ources for 
f , , l : rc  i g n  r-< cds. 

i ,<m going to divid{- the discussion into -."our topics• Th.,<t may 
:ssist you in following th{; stru(":3urG of the" discussion, ~nd assist 
m,c ir keeping on the line. The first topic -,..,,ill be thc impoot upon 
differing eccr_.omic situations ef the dcm<Pd which is fin.~nco~i by our 
foreign ",id progrc, ms. For oxP.mplc, there v:as {one si'tu~,tion in I~47 
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" " t: ~- d .... ~" of inflated demand and 1948 when :5]ze &moect was a;~alns a .... n ..~u.:on 
~-nd hyper-emplo~unent, fhen there is the situation in 1949 and 1950, 
in v.?:ich the measurement is age.inst, more formal economic conditions. 
Out of this we shall probo.bly come to some reflections upon the general 
relation of foreign aid to currenL ideas of full employm'!-;nt, of a 
compensated (;a.onomy and the whole area of the relation of [ow,'rr_ment 
progr,-mns io economic activiti.~s. 

My second topic will be the impact on commodities in shot'; supply 
and on exh~.ustible .resources. My third will be the effect on our 
balance of pa},ments ~:nd possible contributions to "boom and bust" in 
th~ domestic economy. And No. 4, the broad effects upon the rharacter 
and enterprise of the economy ~nd unon the spirits and morale of the 
people, in ~.~=hich the principal topic will be the fiscal consequences 
and t h.~ fisc~,l policy, 

In topic Fo. l,.how big is the inflationary impact of ERP? How 
big a portion of our r£:sources, production ~nd servic~'s does it take? 
?So look o.t the record and the clue is in the size of the e~:por% 
surplus, which represents the volumt; of @oods and s~srvices prtvided 
by this country which is not off sot by the rcc~ipt of other <oods 
and services. %t the peak of the war, s.nd ~-~in.o~ in the s~ur~er of 
~O ~AT, whcn foreign countries were spending their gold <nd dollar 
reserves, when the British v..'erc dro~:,.:in!~ heavily .-~gainst their loan, 
our export surplus amount,~d to approximately one billion a month, 
actu'-lly 12.5 billion ~ '~'~ ao~.~ ' , .~o  a :;.;car ,*..t :~r, . . '_<nnus.!  rate. This w a s  
equal to 8 percent of' our 1947 natior_~..l product. Largely because 
of the cxh~.ustion of the golf $:nd do].lar reserves, our export sur- 

c.~Io ' ' i].~ billion dollc.rs; since our national p~us d r o p p e d  in 1~.~'.,  to aoouD _ 
product rose to over 2.50 billion dollars, the proportion of the 
export surplus to the nationo.l ;~ro:Juc% dropped to ~-~bout 2°5 percent. 
r~ -" c ~h,-~ y ~ a r  the export surolus r.fil! ~=_.,':~o~v ~. further .i~"ciine, to u 
billion or loss; and ~n,,~-~ aguin may be som:~thing not quit~) 2.5 percent 
of our national product. 

This not only estp.blishes thv.t the inf!~..tions.ry impnct of bhe 
export surplus is considerably less thr'n it was t'vo yenrs o.gc or 
during thu w<r, but it gives us a ~,~c¢,surs of th~ strain of ERP 
upon our uconomy. Tv.:o ~.nd on.~-hrlf percent is not .o. gr¢~.t sire.in. 
If we look <~t th~ course of prices, ,.v~ h'~ve .n. mcc.sure of the economic 
rospons:;, he find th'-.t the rise of prices occurred mr inly it. the 
spring .~.nd smm~r.or of 1948, .before ERP purchn£es "nd shipmeITtS boco.me 
~:. gr~<:% f-ctor in the situation. :The :,vholese.l(~' price index r~mched 
a pc.~.k during the l..~t~r p<.rt of August, v.<hon the purchase authoriza' 
hions v.,er,o just gctt.ing th,sir first vrind; despite the ~..cccler%ti0n of 
ECA since: ~'~,ha~ time, prices 'n:..w.- - been losir;g ~round persistently. 

is n mntt~>r of ;'an + ERP ~.xocnditures -..re. operating .-~-;Ip they 
.. ~ ~" , - drop which othcrv;iso would l~st to support exports ~.s~.~nst t. severe . .  

.. 
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he . r e  t o k e n  p l c c e .  T h e  e x h c . < l s t i o n  o f  ] ' ] u r o p s a n  g o l d  - n d  d o l l a r  r e s o u r c e s  
~, the spring of 1948 " " .~ ~,- m . . . . . . .  ~o~l..~ ~,~:~ ~, r~s~-l.ter;, it. dr~stie curt:-~ilme.nt, of 
Europern .food ~r_d raw. mo.terSq!, imnorts,_ .. v..'hich in turn would nn~' -e 

. . . .  ~ : v ~ ÷ " . n n d  eXD.crt  c ~ o 9 . o i t y .  :,ff'ectod v;estern Eurooe 'S orodue ~,_..._.~ ~. 

Fret.?,. our vi'ev.'ooint th<t decline. of expo~'ts would h:.ve affected 
all agricultural pro@ucts, cotton :-_~d lob%coo especi-,.lly--more th.%n 
nnv__~, other co..~:~o~,~- ~'~'c~es ~.].-~h"" ~"~.ne possible. .. exception of coc, l. The 
over-a]~l &mount of our ERY current r~.te of procurement authorizations 
for " ' "  "~ " agrzou!cu, o: cormmoditias does not seem to be .much when rcl:,.tcd to 
total f¢.rm c-~:sh inco:.r.:.,-which is ~bout 30 billion doll~.rs, but it is 
importtnt from the vi~n:ooint of such co~mcdities r . s  cotton, v;he~t, 
<nd tobacco, 

The drop in v:cstcrn Europe~w.. purcho, sing pow~r would hove aff,:,cted 
else the purchases here of vr..rious raw mc.tcric.ls, ms.o'hinery, :'.nd 
m~-chinc tools c.t ~. time v..,hon ~'- • ,,n~. dom.<~stic mcrket for these products 
w~.s sol'toning. The rcsu!tin~ do,::n~card Dressnrcs would h~.vc boon 
greater and the ~..djustr.ents v - h i c h  inCividua! industries c.ro b{~ing 

,~ ,° 2_ or.lied upo:: "to m:..ke c.s ~. ~us:,l~ of ". slo'.ving do£'n in. domestic business 
would have been more serious. 

Thus to some <~xtcnt ECA h,:-;l~.=, :.naint:,.in in bein~ :'. type of •industry 
such os m:.~.chine tools which incru'.s.:;s our ,.',:,..r pot:.'nti~.l. EC£ is help- 
in~ to k'eep labor forces to.jpther ,nd to preserve l-~bor's skills ~.nd 
techniques' and engineering skills. This is c!<:~:rly to its benefit. 
I shall hove somethin Z to s"y of th~ cost It.tot, Mao.nwhile we should 
cbscrv~ th~.t it is of" r,.:].ntivcly loss imoort~ncc %0 cur w<r potential 
tb":,% ECA : . l s o  s u r ) p o r t s  6 x p c r t s  o f  c o n s u m e r  g o o d s  .-,nd o f  c r o p s  of '  
o.nnur-.l production, simply bcc~.usc (s~) productive c pc.city ¢r.d s~'ill 
is loss likely to be lost; rnd (b) the preservation of them, b.oc~use 
they ":r~ loss specialized, is re].<tivcly ].~ss imoort'u~t. 

In summary, the fr.ct i::: l:.]~t then -.x st~.rt~-d t~!king -.bout ECA 
ir the middl~ of 1947, :.(; ::er~ in a st'vie of' hym-;r-cm:?loymcnt. Th.;re 
',yes <... highly in~"l-:tcd dcmRt,d, -=ff',ich ~s th:'; ~;v,:.n": shovzod still had 
another ;leer or z:orc to rut. 8tudios of' the impzct Of forci£ir. <id 
pre6ra<s u:~dor  such cenc'iticns %re h:'.rdly rol~-tive to normal times, 
r~hen there is c i~rgcr reserve of people who cnn be dr-::vm into the 
l::bor f'oroc end o.c't~ve v¢ork, mh~s is .I,'ccdy bcin~ il].ustr~ted in 
1969 :'nd 1950. T]..o co::-,r~crrts m<<dc on -tr~c it0-ct of EC,\ .<s ]zte -<s 
four .~)r five :?,oni.l-s .<go sound s tr-mg,s!y out {:.f' d<t~ t-od"y. And yet 
we ".:re not in a st,.te of d.~:pra•ssion or serious roc(~ssicn ¢von. We 
.'..re simply comirg out of a st,-te of hyp!or-empl,')2~':~..r.t it:to < state 
of merely full <mplo:~.'."tr, t. 

Our topic No. Z is th(, impr.ct on cr,m.mo<!itics in short supply. 
This u!sc h"s been l£.ss ÷~~,',.~,.., ::~=~c_,,~" "p~.uu(~,~" ~ It .... '.~s f~.iled to orc:~.te 
r ' ~ W  serious .~robl,:ms in resD~;ct to such covr:~oditids. 
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In gcnCr=~l, the time is p-,st o= ~ :'~piJly pe.ssing when the protection 
of our domestic n-:eds through s~,xch m.~sur<)s as export control seems to 

be access<rye In the case of foodstuffs, 5rain, fe~ts, and oils, very 
goo'.: crops on both sides of the Atl~.ntic b~.vc relieved the situ~tion. 
It "~.:~s not even necessary to dra; .r o.u ~rgc~ntine supplies, for ~):qmplc. 
The shortcge of fuel ht.s been much less oriticcl thc.n the discussions 
of eighteen months .~.go would he.re indicated. The bulk of Europear.. 
petroleum imports i'inqnced by EC.'~ have been procured from the Middle 
Es.st nnd other o.rc~xs, and the domestic supply-demc~nd situ=ttion in 
petroleum is no":.= very easy. There is no fear of a.coo.l shortage. 
The dcgrcu of recovery in v;ostorn Europe in the production cf co~.l 
:~.s boon oncouro.zing <.nd the dcm~_~:d from :~broad for ~<~.:erican coal 

........ =:'-'- "'~ "" -'.'~ .... ,']cmestic demand h~s bosun to drop ~"~ .['o.!l~n of e ~.t P ............ ,nun , ..... 

P.l~'O o 

The most criticil shortage "~.;~,s anticipated in steel products. 
The export of ste~! products during the latter po~rt of 1948 accounted 
roughly fgr about G percent of our n:~t steel shipments. ERP countries 
were t~.~kirg ~bout one-third of those exports or ~.bout 2 percent of 
our steel shipments. This was :. little over one-half of the amount 

C they asked for° But in view of the casing of ~omcstic dumancs ,~.nd 
the rapid expnnsion of Europc~.n production, there is no longer a 
d~nger of any steel shcrt::gc dew-,loping. 

In <gricultur,-..l mc:chincry, EC I,. turned cut not "!:o be' too much of 
factor. No doubt it ~,, I~ h<vc boon more~ The ~ '  ~ ...... . . . . . . . . . . .  ~ur.,o ........ s ~,.ould 

have liked to h~-vc .~'c.d mere;. :'m~. matter of fret, the ERP exports 
of .agricultural m-'chiner?< v.~cre limited by Congress to 75 million 
dollars t, yecr, or.d up to the <.'n~, of February the orders authorized 
amounted to only SO million. Theft ',Tas the result of c~rc'ful screen- 
ing, v.d~ich no longer seems to be so necessary. 

The orecess ee '"~.-~-" -: t~c " c.f '-!lies _ ,~i ..... tln.. O ._. ":.f~r ~.n<~ Icnd-lc~.se to cur 
. ~ o - ' -  r O S  noocssitcted :.< hoc.\,%r dr .~ ~ on our :~urcos of minerals %nd :::ot:P.Is, 

of r;hich ~!:e do not hzvc :nn iJ~<:xho.ustiblo supply. Cr.n wc afford to 
over-utilize, ~.s ",V$ mf:V~ hal.'c (~cnc; ,-~..l*'-~,,~.~... ii. o thG v:sr, our most precious. 
inhcrit,'.roe--the s.oil? Our ~::'.r czpericnco, 2nd oven m.~re the 

cxpericncu of such country :.s ,3':~t Britnir,., hc.s shc~,n: tho.t rcnson- 
9~b].o foresight is the best gu~.r:<ntee of cur milit~n-y security" :nd 
our industris.l future, Thor,_. :.re bro:~d ccr:scrvP.tioL pclicies'ur_dor- 
lying EC;~; one, that ~ : e  protect curSclT,-oS by buildin 6 uP -< stock 
piic for se~oral yc~.rs cf in@ustric.l rc]~ m~:tcri<.Is "~vhich ve ale r:o~ 
pr.o<k<co, such ".s industri~.i di<mon.ds,.. 4-~,.,~.~, quartz crystcls, ~'_nd 
fl'.':.kc gr~.phite; o.nd further of those industrial m<.tcrio.l's which " 

~uf~ :c2<.n~ qu<~ntity, such. ;<s ruoherj m:~ngo.m6ss, we; dc not produce in ~" '~: " " ÷ ,' 
o[sbestas, mercury,. ~.n_tim..',ny, ~nd so forth. The secc, nd ~sc.v .... +'i.~_~ 
~n~P_surc is tho.t ~vc incrccse our imports of those resources of which 
.;:~ hqrc large yet not inexh=.ustible reserves, such c.s petroleum, : 

i~'. !'~'~, "- ~ I '-:~ ~ ~ " " :-: ~ 
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iron ore, bruxite, copper, zinc, ]..~,.,.:, ,rd oi.hers; ?.rd tho.t ;?,s an 
<Iternctive to both neiicies-,"e ~ ,,~ • . .... cq.~..r~, or help in the development 
,',"~z, supp.lios in fr._~ ~ ..... ~,-= i../" countries ° 

• Yh~so needs .~.ii received full aLtention during the ERP hearings° 
The .".dministrator, v.:hilo directed to use some of the funds ~,coruing 
to us for tb.e deveiopmcnt of su~?!ies in foreign countries, w~.s r.lso 
directed to see thc.t the dr<in on our iron cre 9.nd fcrti!izer v¢~,s 
kept to r.. mir.imum, tad if possible th'..t their export shoul(~ be offset 
b}" imports; for -~ ~ ") _ ,;..~.ap~,., scrap end iron ore ns .',.n offset to our 
exhorts of ste~l nro..-.'ucts. 

It is difficult to say whr, t del..-~tcricus effects ERP has h,.d on 
our reserves of such key industri<,l m'.tsri.-.Is ~s petrol~=um, iron ore, 
scr=p, bcuxite, end norferrous metal ores; but it seems that there 
ha,re no.t boon ,:ny of a~y consequence so f-..r. The d~q)letion of our 
nonferrous :total reserves looks loss rl.crming th~:n it did a ye,~r .-.go° 
The shorttge of doile.rs has spurred mining ?ctivities ~bror.d, We 
have boon covering a .much larger proportion of our requirements by 
importing m,;t~:Is rnd ores, and we hove m~.de progress in rosec.rch in 
other directions which is useful in that .c~:.toNoryo 

iron ore is a specis.l qucs-tior sn whic}-: I do not clo~im to speak 
with authority. Actually, some of the gloomy conclusions regarding 
the lifetime of our high-grade iron ore d£posits may he.re to be 
considered in the light of n~v~ discsveries ~.long the Qucbec-Lo.br<.Sor 
border ::hich will surely bo o.vnil~.b!e to us. 

'~ " Zn~. influence our balance ~e ~opxo }.T'c. 3 is the question of ~, ,n~ ,_ 
p<~_~ents, of the long-run effect on cur exports ~n4 the possible 
contribution to "boom end bust': ~.q=ich arises out of the.to The object 
of ERP, wc should und.!~rst, nd.~ is to end not only the imbr.k~nco in 
Europe:~n intcrnationcl pcymonts, but in our int<'rn,~ticnc,! trading 
accounts <:.s well, I h:,.vo pointed out tb- huge czpcrt b~Imncc th'~t 
wc had in 19'47 r.ud the Jccline th~,.t hqs f-'lloxed sir~cc. The expert 
hal=me<- is still hugo-,probc~bly sor.:~v:Y.cre between 5,5 end 6 billion 
<~o].l<rs in I049. 

~'~o",~, .,. . . . . . . . . . .  ---~.~:' i d e o .  o f  ,~m.o+,...., o u r  b , ~ l , . ~ . c c  . . . . . . .  o f  p u y m c r . t s  -~.v,. l o o k  l i k e  b y  

1 9 5 3  m p . v  b e  hc , :d  from t~o " ~ '~  4 h e  r~.po~ v (..f Orgnniz/~ti'<'n for Europee, n 
. o ~ " o.im Economic C':or.<:r~.tion, the OEE C. T}:o "¢:cstcrn Eur~'~no<n c.un.~rlos 

o.t incrc=.sin< t.h..ir i:~dustri?.l productiorl b}" 1952 to 30 ~orcent 
" "o ~ from this, +" _ . <DOVE Ol'eT,"kr. .~ioru ~:iqv pl:,n o, conside,-r.blc oxpznsion 
of raw mc.tcri~.l <,.rid food oroduotion it. their.d~pcndcnt territories. 
To b".lomcc their intorn::tit'n?.l.p<~,.~.vnts to the outside worl4, they 
intend to m.<intc.in the vclumc.:-:f imports ~.t about %he.pres:~:nt !ov.slo 
As to their ,:-.~n,,~t~ ~ incr.:~cse from +'~," current level of about 
70 pcrocr..t is being aime(~ .t,t by 1952. 

6 
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Even mor*~, 'striking ?.re ~:h< p!vns of "-:[~rshqll Plqn countries in 
res.p'cct to trade ~,'dth our o.ol~ar area. Their imports from the -~] ~- 
::~re<, ,qre in be reduced from 7.[{ billion in 1947 to ;5o8 billion by 1952. 
:~fter w<,. v.llow for price chances , those <mounts -,vcul5 be smo.]l.cr th~,.n 
their imports from the dollar c.rea before +~hc war. 

V,~,,ilc these imoorts are to b<: cut thus drnsticnl"ly, they plr.n to 
.'-x~;'_.nd exports to }~'orth nn,'..:. Sc:]th ihmericc~ from c•bout n billion in 1947 
to ~,5 billion in 1952, exp.cmding their e~<pcrts to South ]umerico. o.lone 
from 750 million in 1947 to over 2 billion by 1952. In other words, 
tl'._ey aim to capture ebou.t e. billion dol!%rs worth of the busflness 
".';hich the U~o<~ ~~c.~cs~- is now .,o,.-~ ~o '"'i+'~ ..... L?.tin ~mor_ca. 

TI~c !ong-r~.n~c effect .of ERP, therefore, "::ill bc more competition 

from ",,-cstern Eurepco.n ~<:.cds in both f'oreign ?.nd domestic m~.rkets, nnd 
undoubt(,'dly the climin_~,Si.on o2 some of our foodstuffs nag r=v.~ mv.tcricis 
exports to the contincnt~:l .-,mrkets. The vcluo of our over-:.~l! experts 
n~'.y drop from thu 1946 figure of 12.5 billion to about ~ billion. To 
bc'surc; this v-ould be still about 50 p~rce.~t <~bove our expc,-ts in 
the 1936-1938 period. 

Un~-.ss we cr~ ':,~l~rng tc continue tc s.id vc~t~r~, "~ .. ̂ -~n@ • -~, ~ " ~l/roD~ other 
pe~rts cf the --o~.~. it should bc clc?.r from t~e~, "-~ cr-lcu.lc.tions that 
our international pc>~cnts cnn be b"!~nccd ' only through smaller 
exports, incrcr.scd imports, end !~reater privc.te invcstraents, or a 
cor.~binmtion of vll ....... ~,nr~o. Our imports now ~e._ ~_,:,,.~ _,'~ relation t~ 
the !t:vel of our ]'.',urch~sing p'ow,:,r. They could bc exonnded. Tl",~re 
<'.re studies ~':orth yc.ur ccnsid,cro~tion, ~ssuming ~. ]i[-h level of 

ompl:,'r.n~'.t~ . . . . . .  ,:.,_,re ~-' ,,nd the <v~ ilnbility c.f Eurooe.qn =~, ...... °.~,~*~ ........ .~ ~,~ ore.ducts 
qt lower nrices, which in.-]icot6 th.~..t we could ?be.orb from 9.5 t:) I0 

2" ~ q mil!icn d'c].l~.rs ,).,. i'crei~n products by I~5~. 

Hew ~'~uc~ value these c~,icu!o.t.icns have ]_s very difficult to s a y .  

,t .nn~-r~.tc, this is one of the ~or-bi::.ms ~-b~d <.f us. Pnrticul!-~rly , 
................ <T-, r.~:hnll Plv.n runs cut, the problem of it sdoms u~ r , . o  : . : ; . . ~ ,  a s  , ~ . , ~  . . .  

cncour~..ging priv~t~ c.:.~itn! iuv~s%mcnts in the developmcn.t cf.~ ~cre~n''- 
resources, both ,:.s ~.. mc~.ns of r~-lievi~g 6oI17.r s~ ~+~ ~. . . . . . . .  o . . . . .  g~s . u ~  of con- 
s6rving our dc.'nestic resources <nd our ~,~cn~.l ~-crc, is at. urgent 

_ . . ~ "" ": .... ' bonn, The I~,<..., .-this buRo exr..ort surolus h~_s c,:n~r~b...t~:, t'; our 
snrz,.k,<g.e ~'~' cur ,~urph~s ooss.ibly its c~m~.Ic.~ .extinguishment ~:~hcn 
the end ..of fc,:rei~r '-.id c,':m:~s, c',ntributca t~ .~ur c<,ntr<ction. Tl-e 
ri~e ~,.nd fv.!l <:re part of our, ~'~em ~.r.u:ous~~.. pat~,rn. The ~_.~^4.~ c,f 
these fluctuntions will bc <cccntuvted if-~,,:e yield to th-o tcmpte.~ion 
%o use i'erei@n <id <s ,t me".y~s .:>f builCit~ 5 u[: vested interests <unong 
.'~:rlc~-•n ?ro6ucers in the sul)si4izin@ of sp¢ci-:l export mqr}.--.ets, in 
.~a~-t'~ postporc or :<voi.¢ ~. '~ .... -'-: ,~- o " " . . . . . . . . . .  c.,.~ ......... t~ ".';m~ch producers ,zf m.~',ny 
ccmm'cdi:tics "~vill h,~..ve to "~ ~ '  h ~ s  . " m,.~xe, i~ been renorte4 rnat .9,t least one 

~) ~" ,,~: ~,r~-75, V ";- ~'. ~ ~', 
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hundred different commodity groups ~sked Congress, when thc ECA legis- 
lation was before it, for special consijurution for their products. 
U.% might find a n<..tion<.l defense <r[d,mm.cnt for these producers if 
th.~ir oroducts wore str~.tegio in chr.ract(~'r. But that is not generally 

the c~se. To yield to them is to deb~..se ECA nnd merely tc defer ~-t 
the public expense, adjustments ~;hich in the long run cqr~r, ot be 
avoided° 

Togic No. 4, the broa,-] effects upon the character and onterpri.se 
of the economy ~nd upon the spirit o nd moronic of the people. I 
mentioned the benefits of EC.\. [[o,,;'~ I wish to say something ,%bout 
the costs. 

I r~.vc hero ~:. clipping fr,~- ~ th~ "Now Y~,r~ Times" of ycsterd<y 
.... • 

..~hlcn refers to. ~:. spoceL. -:.c.do by Dr. Ncurse of the Council of Economic 
=~cvlsors b,)foro ~n orientation conference in the Pent,'~gon. i: p ...... ~or_ph 
or t-.{o ~.pply to the subject wo are discussing. In spoz:king of prepared- 
ness for cold war he said: "Such h long-run program must combine 
military prop,~-redness with economic "nd finr..ncial prep,~.redness, and, 

-. • c " last but not the _.~)~.~t, conditions of lifo thc.t ~vo ~-~,~ citizenry a 
deep conviction thc~+,; theirs is a po!i%ic¢_l, social, -.nd economic 
system that is wor~n <,c±<.Z_ulnC. T},is applies to +~o other free 
countries ~s we!]. as ourscivcs. A .... f~ns~ program tho.t is guided 
exclusively by the most ,~)erfoot mi!itsry ccnsi~ ~+" ,or .... ions m,~y impair 
the economic ~nd finonoic:.l Drcpc~redncss :~nd tkwreby undermine its 
o~n-~' effectiveness. It is ~ us .. ~ , _ .~.or t s cx?.minc ~g:.in.st this b~ck~r,ound 

- ~- fisc<l policy ..... ~'~: relc, tion to th< fiscq! off cots and the n:d,~,<r cf ~_~ 
those programs ." 

New, as I said ,':t the beginning, we cannot rec:.dily isol?to the 
f::.ctor of foreign c~id in rny p.<rt of this discussion :'.nd say, "This 
is it here mad everythin~!~ :,ise is fixed." That is not true. Foreign 
aid by itself :nay bc'ectsily bc~,r?b!e, <.nd i believe it is if wo .~.re 
no% trying te do too much in other <~irccti~ns 5t the s:,.me time. V~q~.~t 
~,:o hs.ve to look out for sre the fisc~l repercussions of the over-9.11 
policy--the fr.ct thmt our total tax bur?er_ todc~y, combining the 
Federal Oovsrrmont's t<ke with the takes of the sto, tes and locs~l 
authorities, represents very close to ?,5 percent of the total product 
of the cour;try. ,, 

l 

i4c.ny studcnts h,~ve been concerned with trying to develop the pcint 
cf to!or.once c.t which o, tc.x lead booer:ice unbearc.ble. Colin Clark, the 
eminent Austrrli%n economist, is onG of those who ht~.s studiod and 
written very thou~htfullv on the subject. ~" , ,, ~e and others h~.ve come 
to the conclusion th~.t a tax burden of 25 percent of the -~o.lue of 
the production of goods end services in c. country is ~,~ sort of upper 
point of tolerance; end th,:t if you got beyond thtt, the cnervatin~ 
effect of your tax load undermines the naturslly dyn:<mic cualitics 
of c~n entororise economy. It hath cut{ into the supply of risk 
ccmitml and it cuts into the incentive to use it. 

S 
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[,:[oreovor, I suspect that %his 2[j ,)¢rccnt point of tolerance is also 
a point beyond which a free-enterprise economy such as ours will not 
allow itself to be taxed, as a oractic;~i m~.t.ter, in peocetime, ~::.nd that 
":l:.~n ,.n.~ ~ : t~.ke gets. uo~ to this point ~.~,'~-fur';her ~ressures. th-_t ~:.ould 
recuire covermnent expenditures are going to be fincnced not hi: a tax ' 
tukc but by inflationary meohcnisms, by deficit financing:, by ~he loosing 
of inflationary forces into the economy, with all their evils az~4 the 
cruel illusions th~.t they en@end,gro 

it seems to r:~s that thcs¢ are :.Imos-t enecessary outcome of trying to 
get so much out of the p:oductive system and trying "to divert so much 
'~z+o government.o::..:~,:~s whether for defor.s~-, or wh<<t have you, und ~ 
:%" , _ • ,,~:~ n o c e s s , e r y  results from a fiscsi vicv, moint will b e  d . ¢ o l o r a b l e .  I 
don't moron"to.say here which straw i£ is that ,;:ill brcsk the c:.me.!'s 

' - ~: "~ is . Is . b..e.~ ~..~. it broken° Is it farm subsidies ~ it welfare expefidi't,afcs '~ 
is it w~stc, cxtr~,vcg.s.nce? is i b  Izrgess to v.';t,cr:ns.end other p::cssuro 

. . . .  : . .  • i s  . i t  r.~,ti.ona! d o f : ' ~ n s e ' . '  " r .  " - ' -  z.~ : ~ o r c i g n  a i d ?  . 

~ o t a ~  e x p c n d ' . t u r e s  But I cannot ovcrstress bh(~ principle th.?t the ~- 
of the Fed¢.rs.i 'Govcrr~ment mus't be continuously cx:-~.mined not clone v..ii:h 
rose,:!- to their pr.~sumed b-/nefits, hut v.d.th respect to their costs 
Ws Shou!<] think, r:ot.only of, or cv:n prim-:rily of~ their cost in monoy~ 

' b u t  o . ~  their c o s h  in terms o f  t ' " c i r  ,s ~ ~ "  ~;ih,~ . .. = ............ on produc~cive O r g a r . i z a -  
tibno This is the vit~l consid~.:ration of every .&n:-~ric:.n who is intercst- 
~d in '.kc :~p!ng" his country stron:.<,.. It -'.~ .. ~'.,n~'" ~:~nd .... of devotion to the 
ir:t:~rests of America which prompts u~ be :iscuss. this cuestion toda~ 

T o  k:: : : : ;p o u r s c l v : ~ s  c h r o n c  ~ , -~  . . . . . . . .  ~-~ m - k u  u s  ~ b ! e  t o  r~"P:~d~._c . . . .  o u r s e l v e S  

. .  " ",~ : ~  " '~  d y n a m i c ,  n ~ . g c . s s i v c  vic1~criouslv a n d  - ~ < i n t c . , . i n  our ,v , ; . r  pot~..tz...l ",.,:o n: . . . .  ~:. 
~ ; ~  ~cl.r:~ indvstrial org,~niz~tiono Such" an or~.niz<ticn r , ~ q u i r u s  

constb.nt ~xpundi-turcs on nov: p!-:rt ,nd ecuip:n,3ht ir crd:or b e  c~bQdy in 
o u r  c g e . r y d , : ; /  f : : . o t o r y  p r : ; c t i c c s  t h e  r c . s u ! t s  o f  t . _ , ~ , : - o ~ o ' r i c : , l . p r o g r c s s .  

l r,:mombe.'," :..iCo I t u t ~ c r i r . g  s%~i : - :g  ,or.c<: . :} :<: . t : ,our .  i n d u s t r i n l  r, r o g r e s s  
in t.'he - 4 v . ' c n t i c ~  , ' :ns based a~ ,- - . ~ . ' ~ . 1  . " . . . . .  t . . c h n  . . . . . . . .  ~z,~. , ._ d i ' z c o v u r / e s  m a d e  d u . r i h g .  

the First Fietl.d \i.,.r, .'6o b.-.ve t~:..-r. ~ . a store ~f .t.':chncl:-;gio.~.l ciscovcr- 
i t s  v... 'hiob i s  net v , , e  embodied ~n o u v  industri:.l, p r o c e d u r . . : s ,  o n e  theft - a "~. J 

• l n ~  " , l , m  ....... s to" '" pc?siblu embody J '~ l l ._  r c q u z r c  h u g e  o : p i t : .  1_ " , ~ . . . . .  ~; m?.~,..- i t  . . t o  

it rnd to go ~.hcnc with our progress in finding no':,." ",::ys to tar.He more 
, ~  @_(: • ,. < things ~.t l o w e r  cost and to,utilize our resources.of , .  .... rl...l~ and; 

Ichor .m:.;rc oi'fcctivsly. This cbjoctivc is r.c.vcr Yix<.'.d.: it i~ coh- 
s t . n n t l v ~  j u s t  b . t . v  c : n d . ,  u s . .  .:~-~ ,~.',~t~ ~ . . . .  1,:; ~-,,~, . . . . . .  ,. ~.:..=..~.. _..m~r i t , "  ~ .nd  i t  W i l l  

r e q u i r e  :'. h u g e  o ~ ' o i t r . 1 .  ' ~ , - .  ~ i : ,  + . . . .  
• . : : [. 

O ~ r  p o l i c i e s  m u  ° +  b c  ~ ;  ~ . , : T , , : , .  t o  : - ~ - ' -  i t - ~ c s s . i b l c  -~'--: ~-'~ . . . .  f u n d s  

t o  b, : . . c c ~ r . u l - . . t c d  ~":d ~ ' " ' t  i n v c s : : : , : ' _ : } b  t O  b<.. m ~ d c  ' ~  d(... s o  -,.<: r, u s t  
k,;ep our tax burd,~n +.clcr,-olc, : ....... OcV,~rnmcnt c-nnct su.pF-.l:,: ,::vorything 
tHF.t <nyorto .v:.!]ts zo ,<i! the pt;,n:~.; ,.:.,he ,,::~nt it~ Our pri0rit:_es must 

• . [ 
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be co.refully and objectively established and rigidly adhered to. I 
personally feel tho.t ECA is entitled tc high priority; that its impact 
upon cur economy con be borne in all respects without dengercus encroach- 
ment on our w._-.,r potc.ntial and possibly even with adwnt~.ge tv our war 
pete nt ial. 

Funds~ent.~l in those ideas is .n philosophy as to the place of the 
Gcvcrr~ment in the economy. ?,% have yielded to Geverm."..ont a larger 
place, as our productivity grow 3.nd our social structure changed. We 
have yielded a larger pie.co in the c:rec: of investment, which years 
age used to be tt.ken core uf by private charity or private investments 
ef some kind. To the producer of goods .'~md services we know that a 
goverm~..ent purch~.se is just the stme c.s any other purch~.se; we _~.Iso 
know the.t the Goverr~ncnt itself is not in gener~.l a proSucer, but is 
c=n nativity which is supported by a productive org~.nizati,-.'n--of course, 
for obvious reasons and in return for obvious benefits. But it has 
no source of income except ,..'.'h~t it t'.kes away from people. ;'rod th~.t 
places s. limit upon the ~.ctivities of th~ Govermment if it hc~s o,s an 
objective, ~.s it has in this country, to mo.int-in the productive organ- 
ization in a relatively free, independent, "nd d)m~.mic state. 

We hec.r a great dec.l ~bc, ut our compensated ¢cenomy. Let me point 
out in pmssing that foreign cid helps to compensc:.te for ether f!uctu~- 
ticns in the economy only when ether demands mre felling rel~tive to 
supply and potential, ~s they are in 1949. In years such as 1947 and 
1948, when other demands were piled up, foreign +id worked just the 
opposite. 

i should like to say thc.t there is nnthing in foreign aid and 
nothing in the accumulc.tir,n of govor.m:,ent programs ~..nd goverm~ent 
exp~;nditures which seems to me tc point to ~ny tcc~icc.l fin~mcing 
difficulty. There is a grc.'-t dif'fcrence b.~t~voen g'.'od .'.rid bad fin%ac- 
ing, but I see no problem in finv.ncing per so. If the Goverr_m.<:.~nt 
wants to go ~n end infl".te, the mochc.nic':.l resources o . r o  ~vailable 
in the ~e].d restrves, ~nd in the ~xp"nsive povmrs of' the Feder~l 
Reserve System ~ . n d  the c+~m~crcial bc.r/~ing system, tc finance a 
government which w:~.nts to do that° The technical limitations on 
fins.acing which might thooro'tic-~lly ~+nd ccnceivt+bly, in some droned- 
fully remote.future, result in some sort of crisis or c,~'llnpse ~.+re 
sc far [:heed that +,,',+"¢. ncc-d give them no practics.l consideration, 

Fintlly, ~ e  should not obscure our ~pprcciction of the real 
factors iz, volved in our considcr~.ti~m ¢,f this subject by thinkin~ of 
it too much in money o.nd financi~l terms. For our true potential 
is in our people, our labor supply, in our n~-tural resources, ~nd 
in our industrial and transport f~cilitiese 

V~'?.rs ?.re fought ?rid p_~,id for out of current production. Th?,t, 
! think, is the basic truth ,that should underlie all your ccnsiderntion 
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of this problem, in measuring i:his po'tenti~l, in measuring the effects 
of programs upon this potential, that is the importar~t consideration. 
~>.~.a'5 is the effect on our labor supply? I am sure none of us here are 
going to wsste cny ~ime over any thesis that ERP has any effect on our 
labor supply. I suppose some demographic people might demonstrate 
sonethin~ on that~ but I csn't. 

2s to our resources, our industrial and transport facilities, I 
thim!c the evidence is that they can support this program to the <~xtent 
that it is now l.pid out. The use of a facility, gentlemen, does not 
diminish .the usefulness of the fc-cility as long as the necessary 
maintenance, repair, ~nd replacement can be carried on. 

Thus in finr:l conclusion, I pri~diot that after your weeks of 
study of this problem you ~vil! come out with a more informed e~nd 
]~ettcr documented conclusion, I dare st.y, thnn. I h~.vo arri~zed :>.t hero. 
You will find that our cconomio potentic.l for war is not being drained 
by the foreign aid progrc.m; but, that our economic potential for ~<:ar 
is something that must be jealously guarded ~,ith respect to the ox~er- 
~II demands upon the economy and the onervntir.g effects of th.e taxa- 
tion thc.t is asked to pay for our ow~r-<~].l burden of government oxpendi- 
tL~rO S, 

QUESTION: You say thor the EC/, uxpcndituros v~ouid be in effect a 
shot in th,a c.rm for the mnc~in~ tool industry. }~s there boon any 
increase in the cmount of i~nds specifically allocc.ted to purchase 
of machine tools rs r result of roc~nt conferences? 

~,~. TEI'.~!PLE: I c.m sorry; I c~.n't s ns;~cr the.t specifically. I 
knoT. ~ theft the m~ehinc tool people told me tho.t they would get about 
90 million dollars out of it _~.r.8 tho.t the ne'er at.chine tool orders 
received since J'nunry a~.d February 9.re the best for ~/~o and e. half 
yec..rs. Thc~y had ~o¢0n ste~.dily ~.'ur~ing dov~ whate~/er backlog they h.?.d, 
but nov/ they have boon recumulating b'3.cklogs. again durinF~ thc~so months~ 
orders the.t h~.vc exceeded their shipm,~nts; r.P.d they are in a better 
position to that extent for a ~zhile. 

QUESTION: You spoke -.s if the steel situation wo.s ec.sin~; ~¢ith 
~.uropoa~ iner~c.ses mad our natur~.l decros.se in consumption. Just 
roc..~ntly ~.~,~ Pr~.szaen~ i~:'as trying to 6~.t the sbeel compani.os to increase 
their capocity by far: more than they TJo.ntcd to increase it. "~Vhe vras 
right? Do ~~u need ar~ increase e~s high as the President T~antc~d? 

I,~. TE~.,'ZPLE: You o~n g~t into ?. beautiful s~r.tistico.l c.rgument 
v, bout th~pt. Such c:rgumcnts arc r.ll based on projections of the ro.~uire- 
monts eL' o. full (~mpio~v~ont economy, n~:d the stptistionl techniGues c~.n 
be ~mried to prove the or.so, l..Cr. Louis Bet.n, of the Dopc.rtment of 
£-grioulturo, hps provided the data on ;:,hich the idco. th.~.t a i~reater 
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expansion of ca:~acity is n-se-£,:,d i~ bt:scd. ~{c used certc~in base years 
:<nd certain correlations -t,h:vt :ue had built uo~ The st~tisticians of 
%he industry; by usinaj other base yemr's and otl~.er corre!c.ticns, are 

-;'~ -to ' ~ ~.~c~,: is suf/'ici~nt to ~ ; = e  demonstrate ~hc'.u presently 9 ! , ~ m . e d  c ~ . ~  . . . . . .  , 

-!;,°.he co.re of the needs of the rout, try. 

Now, fzr be it from mc to referee cnything like that. i v,'o,~Id 
simply say thc.t ut the monenh i.b is perfectly clear to p{-~op!e who 
ore in touch rcltk the sic,;! situr~tion that it is easing very definitely. 
Every indication shows that this is not mcre!y a little flurry of two 
,or three months, but e. situation th::.t looks as thouEh we will have ~:n 
c : , ; c , ~ s s  of stool-producing capacity over our combined rccuiror:~ents-- 

beth civilicn and d,~/:cnse 'nd f'orci6n ,'id--fer as far :-head n.s th.;re 
is <.ny sense in looking. I don't think there is much question but 
th,:t our steel opcrntions ",::ill be devm by th0 .and of this year &nd 

still .lower in 1950~ it will turn out as <Iv;r:.ys th~.t inventories 
ar'o .'_r_,.r'.ger th<n pc.oplc roo.lize, just 9~s h<-s nlre<dy hnpp:;ned in the 
case of" le:~d and zinc~ The r(/turn of scr.-.~.p s.s the ycc.rs go on is 
5oing to b<: c.t an incrcosin~ rntc,. The chewing uo cf increqsed 
~mounts of primary mcto.ls during the pnst three y,sc.rs is going to 
produce in the e n d  ." cycle of cm i u c r c c s , : . , i  scr'.'n supp!y~ I think 

t]':erc is no c<se c , t  this time for Pr',-;sidcn% Trumr:.n's proposc=l~ 

"',T 7J' <" , • , .... Z~:~oTION. A problem th~+., bothers me a lot is t~o ~ f~.ct that 
ona<ors<nd r<:pr<~scnt<tives ~:ro proposing bills in Congress v;hich 

. ~ _ ~,h<.~ croup. Is there ~my give so much to tl:is ~,roup or'~ so much to ~ 4- 
fnrco in ;~',- ..... country tiv:t is ..... tcm~o~ng to znvc,-~l b "  "~ "~ ....... "¢ the effect 

of ~'~" is -~ , • ......... propose on the ovor-:-l! ..... nom~ of the United States ~ 

~... TEYPLE: I thirD< th<:t you h<~ve really posed tl~e 64-~o!I~r 
question° It comes dovm to a question of -leadership, ,~ question of 
the motives of politicions, a question .of public cducat.ion, and the 

. . . .  ~, , , ~  , . r o , ~ o o c . 1  t o  n, l i o ~  o, m . ~ . r k e t  w'ty +~o country ou.~ht to function° T~ ..... ~ " 

prices to {overn perishcblo farm ore:turfs is ,I! righ%. But to pray 
o...< out-of-pocket c<sh subsidy to the farmers to mnke up o. difference 
between those priors <nd the war prices, of which the farmers were 
grco.t b.r,r:cficio.ries, is inP!ation, i "don't know th~-t :/ou will all 

atre~o w i ' s h  m e .  

I cmn't tell you how to comber thqt ] ...... ~. of thing, It is one of; 
the decoc ~ ..... ser,,tcd thimas in hume.n n-,-turo---thc.t you :.,~.nt the ,~ovcrn- 

mcnt to economizc in .... " "" _ .... ...~ ~er~ ~hlng but ",~hP.t ~*"c"~ts ~ you. As I said, _ 

one hundred co~aodity . ~  ' ~  . -'-~'~ ~o -~" ~ . . . .  ~ngs of EC£ r.~rcoer_~ .r~_vc.~ go into ................ 
for the sole purpose, sot of urgin 6 that I']CA be as economically pl,-.nned 

..• )•,~T i u u ~ P . .  on! c=dminlstr.rod cs c-.n be, b~,~ for thc purpose of got-Ling. "-~ 

] . n ~ o  t]-,.c I . o . W  s o m e  orovision tnct ~,,~_~ . . . .  

com::o,.~itics. <% c.,n onl,j rsk ~.LJ ho~<; tl::~t people v;'.ll rc.ise, their 
. . . .  " a- . , : z . . - " r  ~ 0 ' , ' ,  voices ~ insi; tna~ kind of un].ntcl!~gcn%, ~ " .... s~ifishnoss. 
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QTJ,~ ;u~<: Prcsu~r.ably the c?..~cunt i ~ ..... they 6 ' - o c i d . ~ d  +r ~ivc E C A  

.,i~ :~.;v p . _ a p f I  cr.lori]s of ~ ,A ",':els detcm.nincd b y  somebody fi.lurir: 8 a ,  ~ . . . .  o ..o(.~ 
. . . .  h o w  r ; . ,uc}:  i t  w o u l d  . . . . . .  ~,_~,.,- n e e d e d ,  b o w  . . . . . . . . .  m ~ r v ~  t o n s  o f  m c ' b : ~ i s  - , ' ¢ ¢ r t  no,  ~ d c . q ,  

c.':st, --.nd Then coming out with She crisinci fi6;ureo Then they (-c- 
tided-',,}.'.t ECA would {c't so much of th~-t. -~Vc ht.vt: h:-.~:rd tk~.:; one of 
the _-'u~.~._,.:s Grer,.t Brit~.in r[~.n cut of the S.$ billicn dollar loan so 
quickly was boot.use prices w,.;nt up, _?t the present time v..-e he~<-c 

' " "  _ .... - '  ~C.,.~ c.id next ']. ~,L, o .  . . . . .  -'~SS 5 a l ' . < ! n ~  : ~ o u t _ .  c , ; % + ~ n ~  ,~ :_]cv;n oD. t n o  ~ m o  ,,~+_., ~ of i~ ., 

: / c c ,  r b~c~n~se prices are ,~o~ng ~ovm or h~ve zone do::T.. I would .P. xc 
. . . . . . .  " _ ~ . o t ~ l . , = 8  so many vour con~,en.t on the feasioility c~ desirability of not ~- ~ " "  

ckli::rs dcv;n next year, but of elthor _~,.,,~:~-'~ broad greQps ...~e so many 
t'.~ns of f'eod{tuffs and so ..... ny tons of .~ , ~  • metal, or possibly o, .~rcemt<.ge 
of our nationc.l product for 4h~ yc~.r, or o. combinc.tion of them, rather 
than appropriating.,_ so N . ~ - ; "  mercy. V/~uld... i : h c . t  be f e - . . s i b ! e  or even 
:k:, s ir.<b le ? 

• ~:,....~E: I don't bel!¢~vc it is f'oc.sible~ Congress %pprc, prm<tos 
d,cllars® I don't see ]-c,"¢: you cc~ h-~vc co~:tro], ov.~r your oublic purse 
exoeD't by ~onroo~i~.tin~ o ~.mour'ts of dollars Tlie r.cc:l.problem there is 
to keep th~ requirements c~.d the r,::,quisitiens c,f Lhc Karsln,<ll Plr~n 
countries under control, tc k~!-~p them receneilc@ one with the oi:hcr, 
T.:. 
- is c. <~r.~blo..n of <:dminisir~.t ~.-_r., I think, r'vther tntn . t  prnblem of 
c, ppr opr i at ion. 

I h.<ve thought rbout tho:t ccnsidcr.qbly mys.~If, "p<rticul<.rly in 
%h.<: dcb~:~tc last year, <,;hero o.ftcr the sum h<.d be.$n ~uthorized, Congress 
w~,.nted t : :  cut it do",'~m wkcn the time cemo tc <p~ropri.%tc it. I believe 
thdt problem is so csscrti<'.lly e.~ministre.tive i.< its m<turc thnt it 
should b , .  h~_ndlcd ~dmiristretively; the only -,~'r Z %:" do thc.t is to 
hzvc c . n  <d:uinistr~tor ',$.cm you trust, ~ahose abilfty ~ r - d  imtegrity you 
trust, rind let him do his jr:b. I don't think you cc~ @~ that through 
the .-pprc]?ric.i;ion realm. 

QTjESTIOY: Yr,u pointcd ou't ~ho impc, rt-.nco of :'m:ericrn investments 
abro<d to e~sc S:o rlP~ °-~ " - . . . . . . .  c.r short,<<<<- ~nd bcl,.ncc. : ,.,. elgn-tr~.dc, accounts, 
:,'[".qt <dvice con [/ou gi'v,~ the American investor on foreign investments 
in view of his .pes~ disappointmam%s in tho.t line? 

HR. ~'r ' :°LE" ?,;[y . . . .  ~ . . . .  ~ i s  + ~  . . . . . . . . . . .  • .m~ . . . . . . .  h i m  . . . .  --.t._~,,~ o u t  r,?_ i t .  ' " ' .na~" d o e s  n o t  

:pply to c<a"pcr~.tions. I thirk foruign ir:vostm<,'nt s}'ou!d be a business 
invest, r.~Jnt ~.nd no% ?. public mr.rkot, portf¢!io invcstr~cnt. It depends, 
of course, cn t ] : . c  estcb!ishF:,.~n% of impr'..vo.4 ocon~mlic and financial and 
po].itic;<l conditions ~:brcmd. But I believe that private investmcnt 
wi]I gd ?.he.~.d or: that bqsis. 

1% mc.y be %hat after 1052, when thv ne,~d bccc.mcs more acute, we 
shall have to consider the question of scmc gov~r~mont guarantqcs~ 
part'~cu]<rl?; en bb.e exchange risk. I don"b :nce.n agair~st a badly 
judg~d invcst:.ne_nt; there w c r ~ -  cas.:~ ",.;l~er,~ th.c investmtr.t was v:cll 
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judgoa e.nd th<, promise of roturninc b'...v:: investment was du,~er.:1~...~cc:, 
but it was all dissipated ~ooc:.us~:- ,"..5 c.:~ul,:]n't bc tr~.nsfr-rred, or c?,uld 
bu tr~.nsfcrrcd enly ~ '~  . . . . . .  ~ '  ....... grcc;~ loss. is mty be that wc should explore 

- ~ " ~ , : . O " 4 C r ] l , ~ l O Y ' . b S  to ~ D F O T  ~ . ,  m~cnc~n~s.ms bctw:een our Covurr~m¢:nt rnd foreign .~ - ~ . i~o 
some sort of guarantee .s,.gair~st th<t risk. I simply t/'mew cut tb.%t 
idea. I don!t believe it is a field for portfolio investment, cr 
theft it should be t:p~?ros:chod on tht.t b~.sis. 

.%,JES ....., I~"=~.,: ,3~:,~ ~_+" our mcbiliz:~tion worries is the present tight 
Io.bor ic.,.rket. Vk~uld you care -to hc.z<rd a guess ,?.s to what the slack 

might be it._ 1952 if .:,'e ns.~ a m sbilizs.tion at that time. 

• .° 

"" u r~sking to e~r--.c-s~ the state of business "-:','~. TEI.IPLE : ~ o ~.rc .me . . . . . . . . .  

thr<.,~ ye:,rs hone<. T b.T.t I ",;.'ou!d nst ,.ttcmpt to do. i t?d.r./< that -the 

~t ........ Ko.S run out of this situ%!:ion; ÷ <~ the ~ . . . . . .  ~ n  . . . . .  br.s ic i n f l : . t i o n : , r v  

force of [:he cxponsicr cf thc money supply during the war h<s boon 
prel;t$: well ~.bsorbed in production <nd prices, th_~t t '. '-c inventory 
.tccumult<ti<:n is ever, .-,r,6 ..... ~'.~c.~'- ct~itcl~ <:x:~onditures -.re cr~ *~.,~.~ qmvn-~ _ 
grade: o.nd \':ill i)c on the dov..mgro.de until 1950. .it some time they 
v.-ill stabilize <t, I think, ~. pretty ~p¢.<~ level, <~.t a level bcicw 

the 1948 poe.k, of course. 

Now, ,'n those c.ssumntions ~:c. should r.ct h~-vo this oc, ntinued 
h~pper-empio$,ro.ont° ,.-,o should hr:_vo c.~:yff:hing r<ng_]ing from full employ- 
merit to ~omotb.ing below full om~lo~ncrt. "Je h've ~.n incre~:se in the 
l,.0cr f'orc,c coming al~.ug s.?.ch yc<r. T,c h::vc b,:<:n r<mnin[ with ~?.n 

unompls~cr..~nt of less th%n two million Poopl~, v.q=ich is subnormo.lo 
We h<vc ho.d ~-,,,ro pc.~ple it. .... ¢ ~.'.'rce th.-.n vze ruc.lly should have 
in the !:.bet faro.%. ':,~c h~vo c. Io% of inefficier% producers in the 

"~-" "" :,., incref~SOo There l r . b o r  f o r e 6 .  ! t h i ~ k  o u r  p r o d u ~ t m . z t  s i s  g o i n  6 ~-, 
will be some re].cc.se of Is bet rcsul%ip_ 8 from that. i ST.ri"t think 
t h e s e  i n t e n s i v e  d e n m n d s  ~.re g o i n g  i.e. c o n t i n u e ;  s o  d e m c r . d  "..<,ill n o t  b e  

' ~ ,.',c,~Id be t.hat in 1952 you s o  g r e o ,  t .  I , ' : e r o  ~ - m y  9 . I ]s -~ '¢ . , ; r  z<.re . ,, .... would h~ve 
o, rs.ngc bctv.rcen full <~mp!oymont, '::hicb is about three c.nd one-hs.lf 
to four million 'sncmployod, :.nd ,:~: u~ to five, six, or <.yon seven 
mi!licn. I would not uriortqcc £ closer g,mTss. 

QL~ESTION: You pointed out the rot:<rdin S effect ths.t heavy 

taxation h~.s' on n~wtc~ ........ ..... t~r~,rm~c.-. ~ "~.,. Aside fro.-.: reducing Fcc]orc.l 
expenses, h:<vo you any suggestion, as to hew to ~et .'.,round that 
without ch<ngibg the tax structure? 

!.~I. ~E~..~PLE" I h~.vc~ nothin~ .~. ~.~ ..... is of <ny ~,: ....... <c.~,zc<~1 use, It. 
sounds !iko mossbs.ckism to say th:~t th~ tc:x system is overly progres- 
sive, '<nd yet the fact is that bh~.rc is ~ short~ge of venture equity 
c~.pital. It is ~ difficult problem .for the small fellow who has a 
"t'=(f', T ido~., % .';.e!;< teohriio.uo, ?..~"er¢ mf.ohilIC, ?. nov: process, ~'r somei.hing, 

.... $,. ,t  r ' ~ s n  mo.ne~" t o  h ~ l p  h i m °  ± n ~  s e e m s  %o ~,.o t o  bc  c. c o n s e q u e n c e  

o f  Rn o v e r l y  p r o g r e s s i v e  t a x  r a t e  s y s t e m .  
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The redistributior, of income which h~.s t~.kon p]~-cc in this ccu~_Tbry 
is ~. desirable thing, but i dcn't think you con look to the s~.vings of 
workmen for risk investments. The s~.vings of wor~,~:~n ought to ~c. into 
St~x:d:r.rd Oil of Now Jersey, Goner,'.! Electric, :~nd so forth, .Tlisk and 
~cnture t~e of capital ordinarily is provided mostly by people of 
means, who arc willing to and cr:.m c.fford to tcJ~e ~ ch~.nce. Therefore 
! take the ccnserv~tiv¢ positiom r.nd s~,.y that the upper bracket surtax 
rates ~.ro too high from that st.~r..dpoint. 

~,,~. BUTTS: Or. bohc.if of our clo.ss~ Mr. Temple, I ws.nt to express 
our c~pgrcci~-tion for this very fine lecture th~.t you h~.%~e given us 

this morning, 

(16 M,.-.y !949- -450)S  
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