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Dr., Howard S, Piguet was born in New York City in 1903, He received
his Bachelor?'s Degree from New York University in 1924 and his Master's
from the University of California in 1924, In 1930 he received his PheDe
degree in economics from Princeton Universitv. From 1928 to 1932 he
taught economics at Princeton. He was then appointed professor of econo-
mics at New York University. In 1934 he joined the economics staff of
the United States Tariff Commission and became the chief of the Economics
Division in 1937, serving until 1943 during which time he directed the
studies which culminated in the Repiprocal Trade Agreements, In 1943 he
left the Tariff Commission to attend the Hot Springs Food Conference and
to serve until 1945 as an executive secrétary of the United Nations In-
terim Commission on Food and Agriculture, In 1945 he joined the staff of
the Office for War Mobilization anc. Reconversion and while there was ap-
pointed the executive secrebary of the Inter-Agency Policy Committee on
Rubbers Since 1946 he has been Senior Specialist in International Ecow
nomics of the Legislative Reference Service of the Library of Congress.
He was detailed in 1947 to the Foreign Affairs Committee of the House of
Representatlves and served as deputy staff director of the Mouse Select
Committee on Foreign Aid, His present position is Senior Specialist in
Internatlonai Economics of bhe Legmslat;ve Reference Serv1cc of the
lerary of CongressG 4 ,
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DR, HUNTER3 Generasl Vanaman, gentlemens Thére is in Washlngton
today a small but select group of. public servants. They are eccnomists,
They lead a double life: By dav in the various agencies where they
serve, they lead a life, so it is alleged, of continual frustration—-
frustration in their efforts to apply their professional knowledge to
make the economy tick, By night, however, they relieve these frustra-
tions, in part at least, by meeting with classes at local universities,
Here they lay their stuff right down on the line to their respecting and
. even. admiring audiences. Here they train the younger generation, the
public servants, to become economists so that they, too, can achieve the
frustrstlon which is their predestlned fates - : :

Nowg whether or not Dr. Piguet aokncwledges‘membership in this
select group, he is both a dist ingulbhed economist and public servanty -
also a very able teacher. He has given the Industrial College many a
helping hand in the past. We are delighted to have him with us again
this morning to discuss the scope and problems of economics, that branch
of knowledge which has been referred to as the "dismal science." Drs
Piquet. : '

DR, PIQUET: Inviting a pcrsoh to talk on economics.is like inviting
somebody to talk on man—-there is no limit to the subject, ‘

It is always a pleasure and a pr1v1lege to talk w1th you people
however, I feel inadequate to the subject. I have never had the same
subject twice, and each time I leave feeling that if we.had only had
about,five times as much time, we might have begun to open the subject-

From your point of view, it is unfortunate that the subject assigned
to me this year is somewhat abstract. But I think that in the long run
it is good because my lecture will be followed by obher Spcakers Who ure
doubtedly will be much more concrpte in what theJ have to say.

I think what I shoyld do ﬁhls morming is to raise certain questions
of doubt in your mind. I am fully aware of the fect that you people are
not professional cconomists and that therefore, to a certain extent, I
may be building up straw men in order to set them afire, It is true, I
think, that almost everybody thinks of himself as an economist, for the
qulte obvious reason that practically almost everything we do. 1s economic,
For instance, we all handle money, Yet our best economic minds are still
struggling with what money is,- We just do not know much about the things
that are the most obvious. About all that we can be sure of is that the
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relationships are' tremendously complex. Yet the people who do not hesiw=
tate at all to barge in with quick solutions are the very ones who are
not even aware of the complexities, It is like the person who goes after
a hornets? nest with a rake, That is one way to try to kill hornets, bubt .
it is not the best way. R T o :

TWhen we talk about sconomics we are talking about something that ,
concerns every one of us. Money reldtionships, production, consumption,
transportation, distribution, income, 1n?iotlon deflation, war finance,
stablilization are all a part of aconomicse. '

No science is delimited by subaoct mattor. For example, physics
deals with everything from the point of view of fundamental forces, Bi=
ology deals with everything that hag the characteristics of life. Ecow
nomics déals with everything having the characteristics of getting and
spending, Traditionally speﬂklng, economics has become, in the course
of the last 200 or 300 years, narrower rather than broader., In the early
dayse=l am speaking now of the ancient and medieval period when there was
no science of .economics, no pretense of science~-the problems of the
household; the problems of the king, were taken gare of by advisers who
were known as Cameralists, :

It was not until the period of the American Revolution (1776) that
the first relatively systematic work on economics was publishede This
was the famous "Enquiry into the Nature and Causes of the Wealth of
Nations" by Adam Smith. There was a very close connection between the
contents of that book and that which we associate with the year 1776w==the
spirit of independence; the spirit of individualismg the spirit of govern-
ment leaving the whole system alone, comprehended under the term "lalsseze
faire," or "hands off,"

But a few years later, the early part of the nineteenth century,
that which has come to be called "economics" was shunted on to a much
narrower track, The men whoare responsible for having started that were
David Ricardo, sn.Englishman, and his successor, John Stuart Mill, the
famous logician, philosopher, and gconomist, The economics of Ricardo
and Mill came to be known as the "elassical school." They narrowed
questions of economic inquiry into the production and distribution of
.wealth into a study of the things that are scarce., Problems of produc=
tion, distribution, and consumption all revolve around the problem of
scarcity.

Underlying that in turn is the basic faith that if only government
would keep its hands off, the economic forces would work themselves out
in such a way as to bring about equilibrium, automatic adjustment, so
that there would be optimum output, auntomatic distribution of wealth and
income, in accordance with merits That was known in the dﬂys of Adam
Smith as the doctrine of the Minvisible hand," If a person is allowed
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to do that which he wants to do and can do best, as though he were guided
by an invisible hand, he will automatically do that which is in the pub=-
lic .or general interest., This doctrine of harmony of interests consti=
~tutes the underlying foundation of orthodox economic thinking ‘even today,
There have been refinements, to be sure, such as those of the Austrians,
who shifted interest from cost to demand, . But there has been no essential
modification of the basic thought that there is automatic adjustment of
fundamental forces, This agutomatic adjustment, In the language of the man
in the street, is often called the law of "supply and demand." There is
an old statement, you know, that if you teach a parrot to say, "supply and
demand," you have made an economist out of him, I sometimes think that
there is a certain amount of truth in it, : ' ‘ ‘

I fear that I am about 25 years late in getting here to deliver this
lecture, If you could have gotten me when T was doing my undergraduate
worky I would have been much more confident a bout my generalizations.
However, these last two decades have convineced fie that I do not know the
answerss all I know now are the questions, Yety I am not too' ashamed
since T also know that nobody else knows the answers either, E

" This equilibrium I am talking about, this adjustment according to. .
orthodox theory is supposed to come about through the adjustment of phy-
sical supply to changes in demand, That is an important point to remember,
1f, for instance,. the supply of "X" commodity, say shoes, increases rela-
tive to the supply of other things, their price 1s supposed to fall and
there is supposed to be a movement of capital and labor away from shoe
production into the production of other things, Similarly, a shortage of
shoes 15 supposed to result in prices sufficiently high to attract new
capital and thereby increase supplys Such adjustments include not merely
the adjustment of supplies of goods to the demands for them, but of the
factors. of production as well, Thus, labor is supposed to adjust itself
to the lines that yield maximum return and wherein wagss are. "normal,"
Similarly with regard to capital investment, capital will be apportioned:
in-such a way as to attain levels of "fair" return., The same with rent
on land, and so on. It is analogous to.an experiment in a physics laboe.
ratory, You have a number of vessels connected with glass tubes, When.
you pour a liquid into one of the vessels, it finds its own level very
quickly in all of the vessels begause they are connected. :

If only the economic system did work that way, we would have very
little to worry about, The trouble with all of this theorizing is that
it is an oversimplification., The search has always been for wniversal
principles, ~That is what we mean, I suppose, by saying this thing we call
economics is, or can become, a science, Whether or not economics is a
science. (and parenthetically I do not think it is), it is vitally imporw
tant that the people who concern themselves with econcmic- problems be
scientifically minded, ‘I mesn experimentally minded, cold~blooded, hard=
hearted when it comes to searching out the facts, :
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The scientific method consists, flrst, of the construct:on, deduc~
tively, of models or hypotheses; and, second, the testing in the labora-~
tory:of these hypotheses. Unfortunately, we cannot adeguately test eco=
nomic hypotheses in the manner in which physicists can test theirs. You
cannot take people out of the world put *heni in laboratories and start:
playlng with them. All that we can do is to observe the behaviour of peo-
ple in the world as it -is and make sure that in our. thinking we do not
1eave out any of the important varlables or £acbors,

If any of you have been exposed bo this older form of economics, thls
highly mechanistic form of economiecs, I~ thwnk you will agree with me that
it has very little relationship to the world of which we are a part. In
the earlier days the theorists were outspo&en in procla:mlng that econemic
man's sole motive was to do that which gave him a maximum of pleasure and/or
a minimum of pain, In the search for unlversals, they unconsciously adopted.
into their thinking the institutional arrangements that prevailed at the
time and in the place in which they were thinking and writing, namely, 19th
century Britain. Fortunately, most économists ‘pay little attentlon to this
brand of tneory when they come to practlcal problems. - -

They wrapped all their thlnklng around the tripartite division of
land, labor, and capital. Pick up almost any textbook today of the old
school and you will s ee that the princ¢iples of distribution are wrapped
around land, labor, and capital. Although much of it makes little sense
today, it dld make sense in 19th century Britain because the land-owning
- ¢lass was the dominant political and social classe It was simply natural
therefore that the people who were thinking about economic problems at that
time should have lodked upon the land-owning class as being something pe=
culiar, Labor, too, was a separate class, and so were industrial capmtal-v
iS’bSQI B .

More modern thought-—partlcularly in America==is throwing - that out
the window and is coming to recognize that there is ‘nothing that differen=
_tiates land, ba51cally, from obher things,  The big cleavage today in 20th
century America is not land vs. capital, but labor vs. capJ.talD The insti-
tutional setting today is quite dlfferent fromvwhat it was 150 years ago.

Our problem today is to eman01pate oursolvcs from this "normalistic”
thlnklng that has come to be part and parcel of what. is traditionally known
as- economic theory, or economics, and to-adopt in 1ts stead a 301ent1flc
approachg : : .

What do I mean. by "501°nt1flc ?pproachﬂq Wé]l first of ally we must
emancipate ourselves from the idea that there is a necessary "ha rmony" of
economic interests. What assurance is there in William Green's latest
statement in this morning's paper, for instance, that it is unfalir to freeze
wages until wages have had a chance to catch up with prices? Is he right’or

is ‘he wrong? He is surely right from the point of view of AFL memberships




But what about the national interest? The two do not necessarily coin=-
cides The things that dominate our Congress, for example, are the inter-
ests of regions and groups, I am not saying that in any critical way. I
am. just looking at the facts. That which determines national peolicy is
the resultant of a parallelogram of forces, and those forces consist of
innumerable pressure groups and less~than-national interests,

. The interests of the Pacific Northwest, for example, are often quite
different from the interests of the New England States or the Souths It
"~ is not necessarily to brand the people or to be eritical to say that there
are such things as special-interest groups., But these interest groups do
not always work in harmony, They are not automatically self-correcting
.or selfwequilibrating, What assurance is there today if a certain corpoe=
ration or group of corporstions has the power which we call monopoly power
that they will use that power in the national interest? o

The dominant thought today seems to be how to get more without

- giving an equivalent in return, If you have had any construction work
done lately you will know what I am talking about. .It is the habit now
-to practice restrictionism,.produce less in order to get a larger monetary
» return through higher prices, - ‘

; How ¢ an you hold that the economy as a whole will be more productive
if instead of expanding the pie--the pie representing total outputw-we all
concentrate on the angle of the piece of pie and say, "The heck with the

- rest of the pie"? The important thing should be a big pie, shouldn!t it?
A small percentage of a big.pie might well be, and often is, bigger than

a big percentage of a small pie. The net result of this competitive re=
strictionism today is to keep our national output at a lower level than

it otherwise would be. I do not know how big our gross national product
could be, but I feel pretty confident it could be much greater than it is,

T thinkit is obvious that in the modern economy the dominant aspect
is "overproduction! and surpluses=-~except in time of emergency, when we
are trying to produce for a war, as well as a peacetime, economy, What
silly mortals we are to think that there can really be such a thing as
overproduction§ Just think how nice it would be if we could all get
everything for nothing., Of course, there can be no such thing as general
overproduction, There can be unbalanced production, that is, too much of -
certain things and too. little of other things. The exchange of goods for
goods does not work out in such a way as to keep the wheels going round,

It is notwithout reason that the problem we call the "business cycle'
has become more and more scute with the development of industrial speciale
izations In the old days, before modern industry. saw the light of day,
there were panics and depressions; but for the most part they were occa=
sioned by such "natural® phenomena as droughts or bumper crops. Today we




have 1nf1at10n and deflation, Ybu could devote a lifetime to studying,

as the National Bureaw of Economi¢ Research is doing, our business cycles,
the most complicated of all areas in the economy of teday. It involves

the meshlng together of all these: gears that go to make up this complicated
economlc maohlhe of ours,

Oh there are new theories today—-yes. - You Will hear about .them,
You will hear of Keynes, Now, Keynesism is an 1mprovemeht over the older
theory, but it still does not give: the answer,' By and large, it is the
old theory in a new dress with-.excessive: emph331s upon such agsregates as
national income and consumption, ' I.will: give you one illustration to show
the dangers of theories that rely too heav1ly upon aggregates and averages.

If you were quartermaster and were supplylng unlforms for troops and
you simply took the average weight and helght:of the troops and ordered
that size, you would not fit any uniform properly to any soldier. " Aggre-
gates do not cause anythings; national income does not cause anything, It
is like trying to control the temperature of a room by placing ice under
the thermometer, True, increases and decreases in aggregate can indicate
that something within the economy is behaving in such a way as to have
certsin relationships to other parts of the economy., ' Such aggregates are
useful in diagnosis, but they are poor:medicine when theyarp held to be
causative. There are other newer: types of theory. There is the so=called
"monopolistic competition” school which tries to prove that there is a
certain amount of automatic adgustment among the monopolies that obtain - .
today in so large a part of our economy.. It is the old~fashloned classi-
cal theory in new dress, We must .be- careful in defining a concept such
as competition. I daresay most people would feel that our economy today
is highly competitive, In the man-of=the-street sense of the term, that
‘is correct. In the orthodox use of the term, it is incorrect. If by
tcompetition® you mean merely rivalry, why, of course, there is lots of
it, When ¢me tobacco brand edvertises against another; that appears to
be competition.  But, it is quite different from the old-fashioned compe-
tltlon that was held to be all pervasive, 1mpersona1 eand selfaadjustlng.

That i%.not what the early economlsts, the classical economlsts,
meant by competition, . What they meant was that there are so meny rivals
that automatlcally there would be an adjustment of supply and demand in
such a way as to bring these returns, such as interest and so on, to a
normal rate, . For instence, it would be the same sort of difference as
prevails on the one hand between, iet us say, Ford and Chevrolet or -
Lucky Strike and Camels, which would be monopolistic rivalry; and on the’
other, a bunch of farmers producing tomatoes, let us say, for the New
York market where there are no trade-marks and no advertising. You do
not see Farmer Brownaivertising, "Buy my tomatoes. They re bebter than
Farmer Jones'," That would not make sense, Yet, that is what is meant
by the orthodox term "competition." Dr. Gardlner Means has termed this
"atomistic competition." By "atomistic! he means so many small competle
tors that no one of them 1s conscious of being able to control the market,




D) i8g

No one farmer raising’tomatocs”could feol that, with so many other farmers
in the- country raising the same product, by restricted output he could
cause the price of tomatoes to go up. iet the U, S, Steel Corporablon,
General Motors, and certain large labor unions are quite conscious that,

by restricting output; they can enhance the price of their product so that
the total return will ba greater than if they produced more.

That departure, that devmaﬁlon from the M"atomistic! type of compe=
tition over to the monopolistic and restrictionist type of competltlong
or rivalry, is a dominant feature of the economy today. It is something
with which orthodox economics is ungualified to copes Pick up any of
these oldér textbooks and you will see that most of this is rclegatcd to
footnotes, If you will just make the footnotes of the main text, and the
main text of the footnotes, you will get a betlter apprecmation of the type
of organization that prevalls today. ,

This is not to deploré what is happening. If theory and practlcc
get out of line with sach other, the prectice cannot be wrongs It is the
t%eory that is wronge. Many economists spend much time bemoaning the fact
that the economic system does not accord with their own preconceptions.

I am not saying for one minute that trusts should be broken up, but we are
not going to break them up the way we are going about it now. I am not so
sure, even, that we are on the right track. As economists we must adopt
the scientific habit of observing facts for what they are and not dcplor-
ing ‘them, leaving that to the -practical applied economist, which is.-to
say the politician and statesman, rather than to the general public to
decide, There is today an increasingly popular approach to economics
which, in.my opinion; is doing more harm than good. I refer to mathemeti-
cal economics. There are some who are writing on economics who are really
not interested so much in the economics .as they are the mathematics. I
will simply dismiss it with one observationy No mathematical formulation
is one bit better than the premises and assumptions with which you start.
If you start out with assumpblons that are faulty, the conclusions will
embody the same false principles--for mathematics is pure deduction, The
fundamental premises of most of today's "msthematical economics" are not
greatly different from the premises of 19th century clas'sz.c‘lsmB It is

da ngerous because it looks scientific,

And now I come to the last section that I want to talk abouts namely,
the céntral problems of cconomics today that heed to be approached from
the seientific point of view, with emancipation from the older prejudices
of the automatic equilibrium approach. To thosc of you who perhaps have -
not spent many years in this ares of thouyhtg it may appear that I am
- building up straw men, as I said before in order to tear them down., I
agsure you that in the halls of Congress the ideas that L have been talklng
about this morning have a firm hold, There are a great many people who ad=
here to those old theories. There is a tendency for everybody--and I think
we Americans in particulare-to jump to the conclusion that if you are noct
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white you must be black; if you are not hlack you must be white, ‘There=
fore they jump to the conclusion that the best system is one of free
enterprise, with no controls, or the opposite of a planned economy.

There are all kinds of faulty thinking with respect to the British
economy, For example, there are certain people in and out of Congress
who are convinced there is little difference bedween the Socialist Party
of Great Britain and the Communist organization of the Soviet Union.

There is, as a matter of fact, all the difference in the world between
the two,” In Britain they still have the free ballot, If free people
want to control their economic life in any way whatsoever, it seems to

me 1t is not our responsibility to deny them that right. The important
thing today for us Americans to do is o somehow or other, while preserv-
ing the ideals and practices of a free political system=—-the emphasis of
which is upon individual liberty and freedom of action=~introduce some
kind of "controls" that will prevent.our economy from going sour after
about every 20 years, It was not many months ago, you will remember,

that we were warned of a coming depressions however, we moved the other
way. There was a war scare. Inflation, instead; is the order of the day.

Perhaps the.countries of the world which have a preference for
freedom and that which we call the YAmerican way of life' would be more
impressed by our success along this line than they would be by any amount
of Voice of America broadeasts, If you will read the British publications
you will find I am right on this very important viewpointe When and if
the "bust" comes in America, the British will go down with it. The _
Londonh economists have been filled with that thought for the last several
years~~the coming depression in America, They see nothing on the horizon
that indicates to them an understanding of these issues on our part.

What is the answer? How do we solve these things? I do not know,
How do you solve the problem of squeezing out the middle class? Think
of the retired people in this country living on a fixed income, What is
happening? They are beéing forced to the wall, I suppose that if we were
convinced,; as a peopley of the fact that the obiective should be an ex= -
panded production, there would be some way whereby we could have systems
of arbitration, meybe ¢ompulsory, that would prevent these terrific ine
dustrial disputess that would prevent restrictionism, or at least modify
its I will give you an illustration to show you how archaic we are in
our thinking,. :

We, in the United States, for the last five years have been pressing
the other countries of the world, internationally, for the adoption of the
so-called International Trade Organization charter, which started out in
1943, This was a very laudable attempt to try to get the other countries
~of the world to go along with us in a return to miltilateral trade, Well,
‘after numerous conferences with other countries, particularly. the British,
that treaty has been made inte a hodgepodge. of conflicting provisions., We
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are pushing the charter-wand have begn pushing it=-until is is now pretty
much of a "dead ducke" _ = v

The predilection of our thinking is.that we should have a free world
economy even though our own economy is full of restrictive controls, We
are going along whistling in the dark, telling ourselves we have a free
economy at the very time when we ourselves are introducing all sorts of
controls. I am talking about tariffs, about subsidies of many kinds, and
about labor=-union control, We have restrictions, but instead of our re-
strictions being geared into a national plan that is coordinated nation=
ally, they take the form of a series of group plans or local pressure ree
strictions, : : :

In the world economy we are advocating that the countries of the
world should allow themselves-to be buffeted about in the sea of inter=
national economic relationships, whereas we ourselves are not prepared to
do that, particularly with respect to agricultural products. Other ,
~countries think we are hypocritesi; they say so in their journalss They
laugh at us for it. We are notorious in our failure to mesh together at
the international council table one part of our policy with another.. For
example, when we negotiate on the ITO charter, we do that as such; or on
Indochina, we do that as such., The right hand sometimes does not know
what the left hand is doing. There is a lack of national consciousness.

" Now, I am not saying that in a deploring sort of way. I only wish
it were otherwise, but it is not going to be otherwise, This is a big
country. It is 3,000 miles across and over 2,000 miles deep, with inter=
ests as diversified as those of any continental area that-sige, It is
indeed remarkable that we have gotten along as well as we haves

But I do maintain that there are certain areas of activity where we
cannot afford the luxury of being pushed arcund by other people., dJust
the other dsy I saw reports to the effect that the United States should
let its foreign policy be formulated by the United Nations. Can you.
imagine anything more ridiculous than that? Imagine the biggest country -
in the world leaving its foreign policy to be formulated by, say, Hondu=~
ras or Guatemala, or the United Kingdom! That certainly does not make
senses These things confront us on the economic side, It is very impor=
tant that we take active leadership, Today, the challenge to us is much
more vital than it was to the nations that preceded us becsuse we are
upholding a principle we hold dear to our own hearts-ethe principle of
individaal liberty. ' ; :

Twenty=-five years ago I might have given you the answers. I could
then have said, "This man should do this." That was the answer--planning.
But I have come to realize that we ¢annot plan on paper alones people are
involved, You and I do not want to be told what to do by straw bosses
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down the line saying, "Do this," or "Do thati" We must, somehow, get our
system working in such a way as to yield a minimum of friction, to soften
the effect upon the peopleé who otherwise would bear the incidence of ad-
justment, Iet us take an illustration, hot of an answer but of a general.
problem--housinge. ‘ o ' .

Tn the last five years the Iibrary of Congress: has probably had more
requests on housing than on any other single subject, What should we do
on housing? Ought we to take off all controls over rent, and so on, and
allow housing to adjust itself and .1let: the ex-GI's. and other people pay
‘higher rents? - Or. should we have public housing, in which case the Govern=
ment would go into the housing business? Or-.shall we have neither or
both? But you cannot have neither or both. - Yon must. have one .or the
other, If your reliance is going to‘be‘on‘privaﬁe;housing,-then‘the
sooner the controls are taken off the better, That is the only way the
people are going to take the risk of contracting, If you are going to
house the people, you must have public housing. . That is the kind of
problem I am talking about. S L : :

Which way should our solution point? By eliminating controls, which
is the conservativeé position, or should it be the New Deal position which.
leans toward the principle that people should be guided into this, that, .
or the other thing? - If we are going to adopt the first, which is the tra-
ditional American stand, then it seems to me we must be prepared to soften
the effect upon the people who are hard hit ,

If it is the GI, for example, who is hit when rents rise to the point
necessary to induce new housing, then perhaps subsidies are in. orders But
we must not forget that if we bring subsidies into the picture one way or
the other, or if we allow wages to go up through this monopolistic type of
dealing, we are manufacturing more. purchasing power in the economy, which
means, in the final analysis, that prices will go up, We ought to have

learned by now that we cannot control prices if we do not at the same time
control wages. : .

We should have learned by now, it would seem to me, that at least 99
percent of a war is paid for by the current generation, Debt=financing . .
"simply postpones the payment among individualsy but the materiel is used
up nowjy you cannot postpone that. Adjusiments are made which of course .
are perpetuated into the future. If that is true=—and I think it ige=.
then any deficit-financing simply creates a heavy overhead debt for future
generations which makes freedom of action more difficult. Heavier taxa-
tion is then in order, Now, my position on heavier taxation is thiss I
am all in favor of it provided you exempt mee .Probably you are, t00. A
muman characteristic, I think, is to let the other fellow do it Every-
body is in favor of free trade except those who have been producing the

goods, If we are going to go in for the job of world leadership in order
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to protect democracy, it is going %o cost us money. Tt is also going to
cost something. in bterms of standards of livingy scmething in terms of ca=
pacity to enjoy the things we like to have,

What worries me is that we ere too easilyfree with our resources.
No one quite knows what the figure is today, but we certainly have not
been very greatly disposed as a nation toward realistic comservation, I =
was out in the Pacific Northwest for a faw months last year; T was simply -
amazed at what we were doing to the foregts out there. It -actually made
me feel sick clear down to the pit of my stomach to see how some of these
areas are being cut over without being adequately replanted.

That devil-take=-the=hindmost attitude is something that can in the.
long run reduce America to the position in which western Europe now finds
itself, That may be what we are headed for, We presently have a much
higher level of income and standard of living than any other country in
the world. We have always had & high standard of living=-and still do=-
compared with most other countries.. I question how long this condition
can eontinue,; unless we come to appreciate the neccssity of resource con=
servation, - ' : o :

During the late war I saw people, my own neighbors, evading ration-
ing. Just within the last few months, some of our neighbers were telling
us there was a shortage of soap, a shortage.of this, that, or the other
things that we had bebtter hurry up and buy all we could get, Well, T
personally am deliberately going to walk if T can't get a car, I believe
if we all adopted the attitude of huying as little as we need, of not
trying to beat the other fellow to it, and of not trying to beat these

hoarders to it by buying all the things before they do, that it would help.

- This all gets back to the central theme I am talking about this morn-
ing; namely, national economic consciousness, I do not mean "national" in
thegmenge of being imperialistic, but in the sense of the welfare of the
country as a whole, keeping our own economic house in order, and always,
in every way, not doing things on faith but rather on the basis of demon=
strated trust. This means a scientific attitude toward these economic
problemss not just to act blindly and say, "Oh, well, individual enter-
prise means no conbrols by government, therefore I am against this cone
trol." That is not being reasonablej that is just prejudices Or the op-
posite kind of faith which says no matter what is the matter we need a

lot of controls on the Government's side, That is also prejudice.

What are the answers to all these problems? They are not easy. We
are not going to get them out of a texthook. We are not going to get them
out of the mouths of politirians or economists, We are going to get them
by emancipating ourselves as citizens from our early beliefs and prejudices,
That means if you are an antilabor man, you have to forget it and become
conscious of the prolabor point of view, Or if you are prolabor you had
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better forget it and become partly antilabory In other words, simply move
in the opposite direction from where you have been in the hope that all of
,Us may arrive at’a common, mutual ground. That mutual ground is the hope
of America and indeed the hope of the entire world, :

QUESTION: You mentioned in the course of your. remarks the matter of
our standard of living, sir, and suggested that we are going toward a -
lower standard of living in the Imited States, »

. . 1 ’

DR. PIQUET:s No, I said I was afraid we might eventually find our-

selves in that position, - ’ : 4

QUESTIONERs Wbll,.a number of us here have likewise comé to the same
conclusion, perhaps before we got here, perhaps since we came,

What I would like to know'is, how do we measure the standard of
living? We hear about the gross national product, nationasl income, per:
capita consumption of shoes, meat, radios, and television sets, What
would be a good yardstick for measuring the standard of liwing? I have
heard one of our lecturers say it was the per capita consumption of petro=
leum perhaps or something of the sort. What is a good measure of the
" standard of living? S '

DR, PiQUETe Well, again that raises ‘the whole problem of aggrega%es
I was talking about. An aggregate measurement is but one method and is,
in fact, . almost meaningless with regard to particular groups. »

I know, in my own case, what consiitutes my measure of standard of
living. It is very simple. I know how much money I get, Iven though
it 1s greater than it was 10 years ago, T know I have much léss in terms
of the things I enjoy. I belong to thé middle class that is being hard
pressed, I think probably you do, too, My wife, the other day, bought
a palr of baby shoes at an inexpensive store, I think five years ago
she would have paid $5,00 for them; today it is considerably more. My -
income has not gone up proportionately anything like what we used to pay
for baby shoes 10 years ago and what we pay for them now, S

T made a study not so long ago of my own income tax statement., I
was comparing my present situation with what it was in 1938, In 1938 when
T was getting less money than T am now, I was much better off in terms of
the things I could buy. I think you have to segmentize this whole thing
statistically. '

The wage earner today, particularly the skilled mechenic, is much
better off than he was before, We made a study in the Library of ‘Congress
Just the other day for a Member of Céngress. We had a big chart to show
the relationship of wages to profits. It was quite interesting, It
showed that in 1940, profits increascd much greater than did wages.
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waever, if you looked at the base perlod of 1941, it showed just the op=
posite, - The wage earnery, I think, is getblng more, proportlonately, in
terms of income than he dmd before.

The best means we have for getting an aggregate statement of this
thing would be from the "Consumerts Price Index", the costwof-living
studies made by the Bureau of Labor SbatﬂmthS, and the studies made by the
National Industrial Conference Board in New York, There has to be a sam=
leng bases It is not something like a thermometer in a room where we get
up in the morning and say, "Today itts 68 yesterday it was 69¢" It isntt
like that, _

I think you mentioned petroleum, Now, I find consmderable dlffer 2nee
of opinion on this problem of petroleum supplies. My old professor of geo=
logy. about 15 years ago told us there wasn't enough petroleum to last for
any - appreciable length of time. However, that same person today says that
supplies are almost unlimited. Nevertheless, there is a limit to our petro=-
leum supplys Who knows what is going to take the place of petroleum?
Maybe we do not care., Maybe that won't be important 50 years from nowe -
Maybe atomic energy will come into the picture,

I do not think there is any one standard base for measuring the
standard of living, If you have traveled in Burope or in the Near East
you will agree that most of the people do not have enough to go around,
People there do not ride in ‘automobilesy they use bicycles, They do not
have a car in every famlly, They do not have modern .plumbing as we have it,

One of the things that troubles me, among my business frlendq part1~
cularly, is that whenever we talk about the American way of life I feel
pretty sure we are talking about gadgets. The American way of life means
a Cadillac, That is not what T mean by the American way of lifes I think
the Mmerican way of life means liberty, freedom of cholce, and the dignity
of the individual. I wish when you have.some of your other speakers down
here who are dealing with this problem of national income that you would
put that question to them. Elaborate measuring devices are available.
When the index rises from 100 to 101, I have to think of these things in
terms of myself, During the war I know the indexes showed there was no
increase in the price of things like toys. Well, I happened to be buying
for two small children, both at Christmas time and for birthdays, and I
know I could not get a lot of this stuff. Although I was paying the regu=
lar price, I had to take things made of plastic instead of metal, A wooden.
express wagon would not stand up at all, Actually, it was a question of
whether you could get an ¢xpress wagon made of steel,  There is a deterio=
ration in guality that often does not show'up in the price indexe

QUESTION: At the end of World War IT the government economlsts were
predlctlng a decllne in 1945 or 1946, ‘ :
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DR, PIQUET: And I was ‘one of them,

QUBSTIONER. waever, they missed in that case. Thqylaave~missed,on'
several other occasions, - ' g

Now, if you can control the. economy, thls questlon comes ups . What do
you control, when, and how? Where are yon going to get a "superman" who can
decide those three. 1mportant factors of COHtTOL—"What when, and how?

DR. PIQUET: T do not env1sage, admlnlsuratlvely speaklng, any great
dlfflculty in a planned economy. It is the Smel 35t kind of an economy.
The Russians have solved it, Their simple solution for the problem is to
put someone against the wall and shoot him or llquldate hlm. For years
the Russians have been doing that, It goes back to czarist days.- That is
a planned economy--either produce shoes in a ccrtaln quantlty or be llqul-
dated. It is all very 81mple°

The problem is not where to get a "supermang" Rather, the problem
1s how to get controls that are constantly conSLstent with -the fundamental
principles of 11berty That is the real problem. How do you get democratic
controls? There is a big dlflerence, as I said before, between Great Bri-
tain and Russia. Great Britain is doing it within the framework of the
ballot box, IR

Our problem is how we can get thcse b1~ iadustrles, these blg con= -
cermms like U. S, Steel Corporutlon, Ay T. & T.y the Pennsy1Vﬂn1a Railroad,
and all these big fellows, to behave as they are supposed to. In the final
analyses, it is a political problem, The use of controls is s1mp1b¢ My
personal fear is too much control rathox than not enough.

I know I did not anbwer your questlon, but I told you why I can?t.

QUESTION Con81der1ng William Green's Statument and thes general
political complexion at .the present time, does there appear to be any
practical way that inflation can be haaded off?

DR. PIQUET: I will assume I know what you mean by "inflatlion"--g
rise in prices and things getting bigger and blgﬁer. I think a better way
of defining "inflation" would be something appearing in the economy in the
way of relationships that results in the falling in value of the money unit,
I think that is a much better definition of Minflation." Whatever it is, we
know what you are talking about, don't we? We are talking about the wage=
spiral going up, up, and upe. So far, in America we have never solved it,
We have never succeeded in doing 'it.

The answer to your question is, yes, we can do it on paper. We have

controls right now., Freeze averythlng, including ¢redit expansion, Once
you try to control prices and recognize you are in a war economy, that there
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are going to be shortages, stop talking about the shortages, and freeze.
I do not know how it can be dona. That is only a paper answer to the
‘problem, The difficulty is, how de yuu do that in America?

Of course, a little insight will indicate if you would freeze wages
at the same time you freeze prices--you put a policeman in cevery gtore to
- guard the price of every product becavnsge that is where vour purchasing
power comes from--you bake a statistical bar and show the proportion that
comes from labor in the form of wages and that part that comes from labor
in the form of income (that is your big sonrce of purchasing power)--with
a full employment situation it certainly seems clear that increases in -
wages are going to cause increases in prices. ‘ ’

So the answer is not one of economic theorizing. It is not one of
mathematical process or logical process, It is one of people. This
modern economics we are evolving today certainly contributes to our eco-
nomic thinking a significant combination of economics and politicse It
is possible to make a few key decisions, such as ECA or NR4, in order to
bring about a solution. : : ‘

COLONEL BARNES: Doctor, we have a lot of unanswered questions in
the audience. T had cne I wanted to throw in, but unfortunately our time
has come to a close,

On behalf of the students and faculty I thank you for coming over and
not only for telling us what we asked you to, but for doing it in such an
entertaining way. We certainly are indebted to you.

DR. PIQUET: Thank you. It is always a pleasure for-me to speak to
the students and faculty of the Industrial College. '

(14 May 1950-~=350)S,




