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CURRENT AND EMERG]NG(ECONOMIC PROBLEMS OF THE UNITED STAT’ES

8 September 1952

GENERAL GREELEY: During the past week or 80 we have been exposed
to a great deal of economic principle and theorye Today's topic is
somewhat more specific in this srea than the others have been and deals
with the problems and the problem trends of the American econonye

Qur speaker is Senior Specialist in Internationsl Economics of the
Legislative Reference Service of the Library of Congresse He is an
expert economiste Not only that; he is an old and tried friend of the
Tndustrial College, During the past six or seven years he has been most
generous with his time and experience in helping this institutione This
morning I feel certain that he will again deliver the goods, as he has

so many times in the paste

' Dre Pigquet, it is indeed an honor and a pleasure to have you with
us once againe The platform is yours, sire

DR, PIQUET: General Greeley, students, and faculty: Every time
T come to talk to you gentlemen, I seem 4o have an expanded subjecte
. Last year it was "Current Problems in the American Economye® This year
T am to talk not only on current problems but also on the ones that are
going to become currente That will be a bit more difficulte o

A For the benefit of those of you who want to obtain some background
that T will not have time to present this morning, 1 believe my former
lecture is on file in your librarye This morning what I want to do is
to repeat only the highlights of what I said last year and try to delve
a bit deeper into the fundamental forces, as I see them, that are at
worke I think the two together will constitute a unitye

By way of introduction I should like to say a bit on what an
economist is or is not, or should be or should not bes I have come to
the stage, after pursuing this subject for many years, of becoming rather
impatient with some of my colleagues for their propensity to engage too
exclusively in deductive model buildinge There seems to be a great tempta=
tion today to utilize the economic field as an experiment station for
mathematicse Now, mathematics is all right in its place; but we are not
going to solve the economic problems of the United States with a slide
rule, The economic problems that are really important are essentially
political problems-using the word "political" in its broadest sense, of
coursee In fact I have come to doubt whether there is such a thing as
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"pure" economicse I believe we economists are dealing in only part of
the broad field of humsn relationships and human behavior, and that we

you ask me in the course of an hour to talk about these current and
emerging economic problems, what you are asking me to talk about is
America, now and in the future, in a realistic world setting,

tainly it is not an exact Science any more than politics ise That does
not mean that we should not have a scientific attitude in desling with
economic problems, In fact, no science is determined by the subject
matter with which it deals. It is determined, rather, by the point of
view of those who are practicing, or professing, ite Thus pPhysics studies
all things from the point of view of forces, One who professes to be
an economist mst come to acquire the same sense of objectivity characterw
stic of the physicist or the chemiste He must not introduce his feelings,
his religious background, race prejudice, or any other subjective bias
into his observations and findingse He is like a physicist except that
he canmot himself avoid being 2 part of the experiment himself,

It is 2 most difficult thing to remove yourself from your prejudices
and to spproach the objectivity of a natursl scientiste True science is
necessarily objective, As I said last year, a professional optimist
looking at a half-full glass of water sayss "Oh, goody! Here is half
a glass of water." The pessimist will sgy, gloomily, "Look, halfwemptyth
But if you are & scientist, you would 53yt MThere is g container, a '
glass, with a capacity of 12 ounces, containing 6 ouncese" ILet the other
fellow worry abdut whether it is good or bad,

That is the job of the economist, as suche As soon as he introduces
his owm feelings or prejudices, he ceases to be usefuls He blurs the
Pictures, If I happen to introduce feelings of religion into the analysis,
I become useless as an analyste I must try, somehow or other, to get
down to the depths of what has; happened and to discuss this subject without
Prejudice and without feelinges Even if T happen to come from Wisconsin,

I should not worry too much about the welfare of the cheese industry in
making my factual observations,

Our job as economists is to snalyze, to predict, where we can, to
watch and to point out. that if the political bowers do this, or. that,
these will be the consequencess But it is not the Job of the economist
to prescribe what the Government of the United States should do. That
is necessarily a political jobe That is the ‘Job of the representstives
of the people of the United States, the Members of Congresse '
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One of the great pastimes of Americans, next teo baseball, is
criticizing CongressSe Now, I happen to be an employee of CongressSe
I happen to know a few Congressmen and my opinion of most of them has
gone up since T have seen them close Upe By and large, there are no
more extremists in Congress, proportionately, than anywhere else in the
countrye In fact, T would say that there is probably & smaller per=

~ centage of the lunatic fringe in Congress than elsewhere in the countrye

1f we dontt like what Congress does, instead of eriticizing the
jncumbents, we should look jnto our mirrors and do betler, beceuse we
ere the peoples YOu gentlemen axre citizens too, even though you happen
to be in uniforme You are the people who help send them theree In the
long run we citizens get just about the kind of representation thet we
deserves If in your particular district you feel that your Congresasman
is not representing you adequatelyy you should kick him oute Tnstead
of that, most of us are inclined te sulk snd stay away from the vobting
boothe .

Our job as economists is not to administer the econoiye One of the
big difficulties, in the early New Deal days psrticularly, was the place
ing of economists in high administrative posts and then wondering why
things didntt always work oute I have always sympathized with Leon
Henderson who knew down deep in his heart that he was trying to do an
impossible job--to regulate prices without regulating wagese But instead
of quitting, he was a good sporte He was loyal to FDR and he tried to
do the impossible. In consequence, economic controls have tsken a black
eye in the public estimation. Yet we have never really seriously tried
controlse We never really wanted to try theme I should think that
before an economist accepts a post like that, he would make sure that he
if'tsal trying to administer something that has some chance of being success=

] . .

That is my introductlone

I am not here to forecast what is going to happen because I don't
know what is going to happehe I am not here to prescribe what ought to .
be done, except as an jndividuale I have my viewss As an economist I
‘think I know what should be donee But I think I cen gel down to the
bottom, to some fundamentals, and perceive with you certain trends that
are under way now, which if followed might have certalin consequences -
that are not too goode :

I want, first, to discuss the n6ldollar questions®™ After that I
want to discuss three %areas of decisiony" as I call them, where coordi-

nated decisions are imperatives Those three mein sreas of decision aret
firsty the internationsl economic position of the United States; second,

3
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the whole problem of the economics of national securitys and, third,
that which can be summed up by the simple word "inflationy® including
fiscal policy, .

Now, the "6lmdollar questiony® which underlies everything that I
Say here, is whether or not things are happening in this country today
that are in danger of undermining the system of liberty that we Americans
are fighting so hard to preserves I have just come in from the country,
from the seashore, I noticed there that those pPeople who build concrete
edifices on the beach are unwise, because the tide comes up and the sea
water washes the sand out from under theme Before they know it, when
they return in the spring they find their houses and steps washed avaye
The concrete is not so substantial as wood for that burposes Wood cannot
be underminedy concrete cane I ask this question I am not answering ite
Are we using concrete where we should be using wood to defend our liberty?

There are certain forces at work that, unless they are curbed,
checked, controlled, have a potential for destruction, Now, that is my
fundamental point everything else that I may say is collateral to it,
How we do things--ss well as whaet we do--is the significant question. -
If we are destroying civil liberties and enbracing one form of totali~
tarianism in order to combat another, we may be cutting our owm throats
without even knowing that we are doing s0, -

There are three main "areas of decisione" The first, I said, is the
international economic position of the country. I don't want to burden
you with a lot of technicel detailse T have Just come from 15 months of
intensive study of the entire tariff question. The report that I have -
Proposed will probably be published sometime after the general election,
I am going to start in with this because I happen to be most familiar

Everywhere you see nowy particularly when you read the foreign press
and especially the British Press, references to the question of "foreign
aid or foreign trade"--which shall it be? Shall we continue to pour
billions of dollars into the countries of western Europe--and to a certain
extent into the rest of the world, but mostly to Great Britain--to enable
that country, or those countries, to remain as integral parts of the free
world? Or should We, rather, open our markets to their goods on a selecw
tive basis to enable them to pay for what they get from us? That is a
big question,

It is not merely economice It is political and pSychological,
because it has deep national implicationss I have friends who have
recently been in Europe, and the reports they bring back--mostly unpube
lished=-are not very comforings Nobody likes to receive charity; and the
more one receives it, no matter what it may be called, the more the
recipient tends to damm the giver for not being more generouse

L
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" n 1947 I happened to have been deputy staff director of the
Herter Committee, which was the Europesn Recovery Program Committee -
in the House of Representativese We provided the Congress with elaborate
staff studies of a four-year prograi, based upon studies by the Europesn
countries themselves, by their best economistse The plenh would ensble
these governments to buy the food, fuel, fertilizer, and capitel equipment
that they would need to "get on their feet economicallye" MNobody was
quite sure what that meanty but they did kmow this muchs Had we not done
that in 1947 and 1948, the possibility of western Europe, particularly
Frence and Italy, going Communistic was too imiinent to be brushed asides
T think T cen state, without serious fear of contradiction, that the
European Recovery Program has been a huge success sO far as the restora=
tion of physical productivity is concernede "

Now, if it had not been for the unpleasantness with the Soviets; it
may be that the European Recovery Program would have been enough to put
wostern Burope back on its feete That is one of the imponderabless But
the fact is that since the recovery program-started, when thé Russian .
problem loomed large, uge litary expenses had to be superimposed upon
the economic recovery expenses and measuress

" We have been spending since the close of the war, including the
period of the Marshell Plan, about 5 billion dollers a year, most of it
in the form of outright gifts to ‘the countries in western Europes That -
is the price we have been paying in outright dollar grants to keep the
Western World intacte : :

The Administration has consistently sponsored a progrem of multi=
lateralism, or nondiscriminatory trades We are proving to the world, by
deed as well as by statements, as far as we can do ity that the United
States wants to expand world trade and establish something approaching
what prevailed in the nineteenth century, when Grest Britain was the
economic leader of the world and the pound sterling was the internationsl =
currencye But while we have been doing that, through the State Depart~
ment and the White House, the Congress of the United States, represent=

ing us, the people, has been doing precisely the opposites ‘

Nowy I dontt mean to say that through the Roosevelt regime Congress
did not support the Trade Agreements Program, because it dide It didn't
dare not support ite Every time the President!s trade program was ,
renewed, which was about five times following 1937, there was widéspread
entimsissm for the Trade Agreements Progrem in the halls of Congressy
for the obvious reason that the representatives in Congress represented
. their districts, end the dominent powers in the districts are interested
in and do not want to be hurt by importse We Americans are often sus=
picious of foreigners and, by and large, we dontt like importse That is
a bold statement, but I am reporting what I see ‘and what I hear in
various parts of the countrye
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We are willing to give our money. away to foreign countries, but ‘
Wwe don't want their goods to enter our countrye One of the attorneys
for the fig pecple in California) in a recent hearing before the United
States Tariff"Connnission, stated that he wanted to continue foreign aid
to the countries of the Mediterranean that produce figs, that he doesn't
want to cut off their ald; but neither does he want their figs to come.
to this markete He thinke the cost of helping those countries, Turkey
and so on, should be spread’throngh the taxpgyers, He wants to use your
money and my money to do it, He thinks that is more equitable than
allowing competition between the foreign and domestic fig Producerse

trading system (and this doesntt mean free trade; what it means is lower
tariffs and absence of discrimination in the way of quotas)uCongress has
been reticent about using its power to remove the duties in order to

stimlate imports, Congress has been imposing new barriers against these

In the Defense Production Act of 1950, of all Places, Congress
inserted the already notorious Ucheese amendment," which provides that
the Secretary of Agriculture shall have, in addition to his other powers
over fats and oils," the power {o restrict the importation of cheese
whenever in his opi on--not the opinion of the Department, not the
opinion of Congress--it is necessary in order to mgintain either the
existing level of Production or a level which in his opinion should be
Mmaintained in view of the Defense Production Acte That 18 onee-man governe
‘menty by a man representing one of the most pPowerful groups of special
interests in the United States, ‘

“As "originally pbassed, and revised, the cheese amendment enables the
Secretary of Agriculture to keep out gemuine French roquefort cheese,
which we dont't even produce in this countrye (We produce only a poor
imitation of it,) :

It is the same with Swiss cheese, My wife bought some well adverw
tised delicious Swiss cheese, made in Wisconsine But it tasted no more
like real Swiss cheese than a slice of bread, Yet you and ‘I are not
Permitted to buy genuine Swiss cheese in the stores today, because we
do not allow it to come into the country,

The same applies to Canadian Cheddar cheeses This was remedied, in
bart, by an amendment to the Defense Production Act in 1951 which proe
vides that the Secretary of Agriculture should be more lenient with
regard to those cheeses from abroad that are higher in price than the
domestic product, — ' ,
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Similarly, Congress has amended the Trade Agreements Act by adding
the so=called "escape clauses” I don't want to spend too mch time on
that, but it is interestinge This ¢lause provides that if, a8 the .
result of any concession made in any trade agreemént, 2 producing group
feels that it is being injured or is threatened by injury, in whole or
in part, by a reduction in duty granted in any trade agreement, they
can appeal to the United States Tariff Commissions That body, in turn,
reports to the President who can withdraw the concessions The law allows
no discretion to the United States Tariff Commissione

If the President should have the great sudacity to disagree with the
Tariff Commission, he must explain 4o Congress, to the House Committee
on Ways and Means, and the Finance Committee of the Senate why he did
not follow their recommendatione President Truman had the courage to
overrule the Tariff Cormission in the case of watchess In doing so he
saids "We must interpret this law in the light of the larger interest
of the country in relation to other countries and its obligations to
other countries." He did the same with garlice

The existing law is tight and rigids ~In the case of fur felt for
making hats, which comes from Italy, we actually upped the duty to keep
imports oute There is Ttaly, one of the sore spots in western Burope,
on the verge of returning to Fascism, and we ‘Seem determined to do our
 best to stimilate 1te Tf we want to hold Italy as a member of the family
of free nations, the way to do it is to help the Italians sell their
merchandizes If we allow Ttzlian hats and Italian cheese to come in, we
demonstrate by deed that we are food neighborse The same applies to
‘British bicycles, motorcycles, cutlery, leather, and potierye If we want
those key countries to hold together, we mst allow some of thelr goods
%o enter our country on an even competitive basis, even though it might
hurt somebody in this countrye ’

This does not mean however, that we should sit back idly and sa¥s
uTt is tough, but our producers will just have to fight this out in the
long Tune® If those domestic producers who are hurt (and they will be
few in number, I assure you) can show injury, of course they are entitled
to relief of some kind by the Governmente But my own predilection would
be--and I say this as an individugl rather than as a professional
economist prescribing--that this would be a low price to pay to secure
the good will of these peoples I would rather do this than do it by
handing out billions of dollars to them in the form of direct giftse
T would rather pay out those billions--and I think it would be mach less
than those billions--in the form of relief pgyments, extensions in social
security, and retraining of displaced workerse
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Let me give you an illustrations Leather gloves are made in
Fulton County, New York, But, we can't possibly compete with the hande
made French leather gloves. Tt is the form of the gloves, They. are
cut by hande It is a father<tomson propositione Yet, we have 3 high
duty on leather gloves in spite of the Trade Agreements Program, Ir
those workers were displaced, a large number of them could move to
Schenectady, not far awaye. They are short of labor in Schenectadys
There is a defense brogram going om there and they could use this addie
tional manpower. - ‘ S

How do you do these things in a democracy? There's the rube Letts
g0 back to my "El=dollar questions” How do you do this without jeopardize
ing the individual freedom that we Americans prize so greatly? Our
people are free to do what they want to doe Arve we going to pick people
up and say, "You do this"? Will competition do the job? Do we really

have competition or are we ‘afraid of it?

A very important aspect of the international economic picture is
the difference between the United States today and Great Britain 2
hundred or so years agos So many people, the newspaper people-=-some, .
economists too--who read the "New York Times" and preseribe on that basis,
Says "We must do what England did in 1850, We should g0 on a free trade .
basise That is what England did when it repealed the Corn Laws and the
Navigation Act in 1850, It is obvious that it would be to our best

\ intereste"

Sure England did, but look at the differencel England was a small
island, ‘a maritime empire, dependent upon outlying areas, overseas areas,
for both ‘raw materials, food, and marketse All Britishers realized by
that timew-after all, industrialization in England had gone Pretiy faree

- that if they were going to have chesp labor, in order to mske mamuface
tured goods to sell abroad, they had to have cheap food; and that meant
they shouldntt have high duties on imports of foodstuffs, The growing

The man in the street realized that if his country didntt do that, he
would have difficulty getting enough food to eate v

We in the United States need but few imports, We need some strategic
materials and we need thenm badly--such products as tungsten, chromium,
and nickel. But in terms of total volume we can get along with little
foreign trade. To start with we are g continent, not a maritime empired,
We are a continentsl mass, Tf we had to do what England did in 1850, it
would require national reasoning, nationsal conscious choice, which England
didn®t have to do. It Just came naturally to the Englishe R
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England did it by force of political pressures We in the United
States today dontt have those political pressuress I have seen only
one place in the last five years where one pressure group began fight=
ing with another pressure group and the national interest happened to
come out on tope That was with regard to fresh tuna fishe A bill was
introduced to slap a duty of 50 percent on tunae The west coast and
the east coast began fighting over jte One Senator opposed the Pacific
Coastts proposale The industrial groups themselves had different inter=
ests, because some people cammed and others didntte The end result was
that they locked horns and the bill was defeated by a narrow margine

Not once in the whole 30 pages of debate in the Congressional Record
was the consumerst interest even nmentioneds The Japanese interest was
mentioned in passinge The main interest was the pocketbook interest of
the east coast as opposed 1o the pocketbook interest of the west coaste

How to get the national interest even considered is the questione
If you can call enough right and wrong numbers, you might get the num-
ber that you wante That would be all righte But to expect the United
States, huge country that we are, with the spirit of individualism as
pronounced as it is, to have the national mental discipline that it
takes to raise the economic T. Qe up to that level is expecting a lote
ks T said earlier, I am not going to give you any answers; I am just
outlining problemse g

But it seems to me that the job of educated citizens is to see to
it that these national interest questions are brought into clear focuse
No democratic country in the world, so far as I know, has ever been able
to do ite Maybe a small city-state might be the place to do ity or a
small country like Switzerland or Englande But the United States is so
big, its interests are so diversified, that the problem seems almost
insolubles ' ‘

I just want to cite some figures (reading from a chart which was
not reproduced). This represents the balance of payments of the United
States internationslly. In other words, the right side represents how
mich we took in from exportse This is our income from the rest of the
world in 1950, This area down here, with the jog in it, is what we pald
out for imports. There is a gap in there of over L billion dollarse
That is the amount by which our exports exceeded our importse Roughly
speaking, that is the so-called "dollar gap" or dollar shortagee

That difference of li billion dollars was made up in 1950 with foreign
aid giftse That little jog in here represents my estimate on the basis of
the 15-month study, commodity by commodity, assuming that tariffs were
to be suspended and quotas were to be suspended of how much our imports
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would have increaseds Currently, as of 21 March 1952, L5 cents on the
dollar could have been paid off on the basis of my assumptions (that I
haventt time to go intog.

But that shows how much goods have been kept oute Every time we )
gave a dollar, we could have saved maybe as much as 45 cents of it; that
is, on the assumption that we would suspend all tariffs and quotase If
we helped only those countries that need ity like the United Kingdom,
France, and Ttaly, it would, of course, be less than thate -

Here is another chart which shows how the individual countries would
have been helped (Chart was not reproduced)s It shows that in the case
of Great Britain, if we had allowed its imports to come in freely, the
increased imports would just about have equaled its dollar trade gap in

1950,

Now let us pass on to the next subjecte This whole question of the
international economic position of the United States, which involves
politics, psychology, and international relations, it seems to me, is at .
least half of the entire pPictures If the United States doesntt stand
together with the rest of the free world, but allows western Europe to
fall into the hands of the Soviet Unlon, we will not only have changed
our policy, but will have weakened ourselves tremendously. We have made
it clear, it seems to mey that as a people we stand for the principle
of collective securitye Otherwise we would not have given away those
billions of dollars in foreign aid,

Now, if by any chance western Europe should be abandoned by us and
fall into the hands of the Communists, let us not forget that the industrial
potential of the Soviet orbit would then be increased to a point about
equal to that of the Western World, Take steel as an example, You will
see from the figures on this chart that, if the steel capacity of western
Europe should go over into Soviet hands, Soviet production would then be
about in balance with the production of the Western World,

But, remember, we don't fight wars with refrigerators and television
setsy We must have guns, tanks, and planes. As you may know, at no time
throughout the last war did dapan have steel capacity of more than 8
million tonse But look what the Japanese did with itd It is not only
a question of having the production capacitye It is also a question of
using that capacity intelligently, of having it mobile enough, divertible

enough, so the instruments of War can be made when and where they are
neededs

That leads me to my second main area and that is economics and
national securitye Since I have mentioned steel, I might as well start
in with steel, ' B

10
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There is no indusiry in this country, or amy other industrial
country, that is as importent as the steel industrye. uNothing is made
without steele" That is the motto of the American Iron and Steel
Tnstitute, and 1 heartily sgree with ite No matter what you look at in
the way of mamufactured products, somewhere slong the line steel is
 necessarye After manpowery 4t is the "nuwber one" bottlenecke So when
s steel strike occurss as it did just recently, it arovses fears in the
minds of people who ¥now what it can meane ' ‘

Tn this particular steel strike that just recently ended, we had
enough steel inventory, fortunately, to tide us overs There was no
serious interruption, except in a few specialized linese But just watch
this winter and next spring--the chances are that there won't be enovgh
ore coming down through the Great Lakese When the steel industry is
shut down, the ore boats stop runninge Then the Great Lakes geb frozen
over and the ore boats cent't rune No more ore will be received unless
1t is shipped by rail and there cantt possibly be shipped enough ore by
rail to make up for what was lost during the strikee . '

" We have a capacity to produce steel now, 1 think, of sbout 105
million tonse That is actusl production, which means a capacity of
closer to 110 million tons. Three years ago the steel industry said
that such expansion was impossiblee Tt said that we did not need it :
and could not do it--a former official of Bethlehem Steel told me thate
The industrisl mind, the business mind, the human mind, is tied down by
the shackles of traditionzl thinkinge Nothing is impossible if we want
4o do ite We could produce mich more steel, I am told, if only we had
enough beehive ovense Well, why not build them?

Tt is possible to increase capaclity everywhere desired, depending
only on three thingss raw materials, manpower, and the decisiveness of
your decisions When the President of the United States suggested (a
year and a half agoy I believe it was) that if the steel companies didn't
expand production, the Government would have to step in and build plants,
people laughed gt him and celled him a socisliste - But, that was one of
the times when he spoket good cormon Senseée

With regard to manpower, what do we do when we need nilitary help?
We have reserves, don't we? But when we face the problem of industrial
capacity, our number one bottleneck, steel, we think that everything has
to be done by the private enterprise systems Why? If the steel industry,
representing private investment, won't undertake the financial riskee
and why should they?=-of preparing for the jndustrial side of war, should
not the Government itself step in snd do it?

The steel industry well remembers that in 1931 and 1932 it was
running st less than 15 percent capacitye If it should now greatly expand

1
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capacity, it has visions of it Some dsy overhanging the markete Steel
representatives think they can see into the futures What happens te
their expanded capaclty when we reach the "plateau,” after they tool.
up and we have sufficient guns, tanks, and planes in production, and
you are not tooling up for the burpose of "making the hump, * so to

wet blanket over the whole industry, So there is no reason why you
should expect any industry representing private investors? money +o

What is wrong with having official reserve steel capacity anyway?
It is thoroughly workables We did it with synthetic rubbere I happen
to have worked with the Inter-Agency Rubber Committee, the group that
drafted legislation for the synthetic rubber industry back in 1915,
We now have stand=by synthetic rubber plants - in mothballs, so to speake
We can put steel mills in mothballs, The trouble is that it takes steel

In 1940 when we suddenly found ourselves plunged into a super defense
effort, particularly in 1911, when We were actually in the fighting,
We didn't have that steel te spare to build steel mills, Particularly
heavy plate, The time to brepare for war is in time of Peaces We cannot
afford to wait until we aré in-4it and then start to think asbout ite Steel
is so basic that we Just can't afford to walt until that time conese

My personal predilection here, not as a&n economist but as an individe
ual, is that it would make good sense, if we donit actually need this
-steel now, to produce a little more than we need and put it awgy as g
Treserves The trouble is that the industry would oppose such tooth and
nail, because it figures the Government might someday use it as 2 Weapon
to break a strike, ) .

Now I come to my "6limdollar question,® How do you do all of this
in the framework of individual freedom? How do you do this and still
give assurance to the People of the United States and to the steel industry
that the Government will not use it ag an industrial wage~dispute Weapon?
Harry Truman didnt ming taking over the steel millss If that can happen,
- certainly this other thing could happen because it would be much milders

No Congress can bind its Successorse No Congress can assure the -
People that a subsequent Congress might not do something that they dontt
- Want to be dones But it Seems to me that it would make good sense from
the national point of viewe When I was a kid and we had snowball fights
We always had some snowballs in reserve, Tt made good sense, But it
is not being done now with regard to steel, ,

-
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nanpqwer is nexte Ome Senatory I
e' dw "We need 6 million’

The Commissioner of
the armed ‘gervices to 245 1
cussions upon the domestic ‘economy,y except
fessions or certain specia,lization"' g “Qver
difficulte We can work longer hours ¢
and bring older peqple in
million 1evel, e inte \
He shows that when we reach Ky W
Beyond 7 million, unless 2 sup_,erhuman effor-b i'
ourselves in terms of ‘total strength, because we “han 50 I
of the productive machine to put men into uniform that 'bhey can"s; be
supported by the men and women back 4in the factories. .

I bring this up to show that it is easy tg meke bold :
and com:ageous ’cements, such a8 "Pnt everybo in upiform’ )
ass ertione dontt always ma.ke sensee We mst no’o forget tha't. in the
smggle with the Soviet we are vastly “inferior in terms of numbers.

The Russians have much more manpower than we have and they are not blessed
(or damed, depending upon the point of ‘view) by ‘feelings of individual
uberw and the Tight to an eigh‘b-hour day. ‘

Now,y YyOU ! cerbainly mst admit that once we woke up, as we did following
Pearl Harbor on 7 De T 19L11 or during the ‘First World War,
mighty fine jobe "Nothing," as’ Woodrow Wilson said, #is more pcmerﬁ:l" :
than democracy. arousede® But I cantt help but feel that next time we
might not have time in which ‘to wake upe S0 when I think ‘and feel an and
talk on the pos:L‘oion of the Uni’oed ‘States, I cannot help ‘being convinced
that the. underlying theme mst be economic, a8 well as nilitary, prepared-
neslec. Steel and manpower, I repeat, are the two basic indnstrial bo’otle-
necKse

.~ Add to these the question of oile We, the United States, the Near
East, and South America are the oil ‘producerse Ve are also the ‘greatest
consumers. Until a few years ‘ago we produced more oil than we consW-ed.
At the gresent tim however, we consume more than we prodnce. We rhave
become & “have-no’c power in many respects, including to a certain degree
petroleum.

As T said in my lecture to you 1last year, it would seem to make good
sense to have a reserve of oile If Middle East oil supplies should be
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be seriously handicappeds The Middle East is in the path of conquest
of the Soviet Union, Whether the Soviet Union needs the oil or not,

it certainly would do its best to deny it to us, - And if England ang
western Europe were to be denied access to Middle Eastern 0il, there

are only two places to which they could turn for supplies; namely, the
United States and Venezuela, And that, according to my way of thinking,
means that we ought to be stockpiling some oile How do you stockpile
0il? You just dontt drill for it; you leave it where it dies-win the
ground and you import all that you can, . o N

.. One of my colleagues had the andacity to suggest this ‘thought. in
public just about a year agos And was he lembasted by the independent
oil producers, who were afraid that increased imports from ‘the Middle"
East would cripple some of the independent o1l wells of Texas, Oklahoma,

- and California, Above all else they want to produce oil and keep out
supplies from the Middle East, ' ,

Here again, we observe a conflict between ordinary horse sense and
the "pocketbook interests The national point of view certainly should
be a powerful interest, but I am afraid that these powerful interests
are thinking mostly of their pocketbooks, If they could see g little
further, they wounld realize that even their own self-interest would
indicate that we should stockpile some petroleum, » _

- Then there are the strategic metals—-niékel, tungstén, chromivm,
and copper, together with some of the "trace" -minerals that are less
well-known, such ag columbium, titanium, ang molybdenume Steel ig the

. skeleton, oil is the blood, and these minerals are the hormones and

vitaming of the body economice We have to use them, like tin, in some
modern munitions, Without them we would not have alloy steels We are
Very deficient with regard to many of thems C

. In this field we are dependent upon imports, not in terms of huge
volume, but in terms of strategie hecessity. We have already started
to stockpile theme But when we decided to Stockpile tin we went at it
like a bunch of drunken sailors, So the price of tin went upe We were
Surprised and proceeded to "kick" about it,

. If we really wanted tin the thing to do wes to S1it down with the
bProducing interests ,(Britishs and work out g Program with them and their
cartel, Bnt We are against cartels, Therefore we would have nothing to
do with thems We didn't seem to appreciate the truth of the Saying,

"if you can't beat fem, join tem,n

1
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Those are the four most vital provlem areas--manpowers steely
petroleuny and these strategic minerals--where\.\dfecisions need to be
coordinateds Last year T called it 2 tnaster plane® I changed that
because of a question that was raised by a student afterwarde The = .
word "plan" is sort of unclean, especially npaster plang® albthough it
shouldntt bes It is 2 commonwsense words T have a friend who is an
official in the Defense Production Administration, he told me: "Ve
have marvelous programs--tin programs, steel programs, etce=-tutb they
ave not geared together into over=all coordination of manpowels steel,
and all the reste What is missing is a master plane”

But the plan must be created within the framework of democracye
A planned econoMys of course, is easy if you can nave power behind ite
_Hitler had no trouble getting his master plan acroSSe Neither has
Stalin or the Politburos But we dontt want that kind of plane . Our
challenge is much greater than theirse We don't ant to use forecs We
want to substitute intelligence for thab, together with a patriotism
that goes far beyond personal rewarde

Our big weakness is complacencys It 1s easy not to be bothered
sbout inflations - My wife, every time she hears me speak in pablic
(I dontt let it happen often) sayst "Why did you raise all those disturb=
ing questions? Why dontt you give the audience some answers?t I assure
you that if I werentt distrubed by these questions, I wouldntt be here
this morninge

T think that you too should be disturbed over them, not on an
emotional basis, but by virtue of ordinary hard common sensee When I
see my own country drifting and I dont't know the answer short of the
very embracing control power we are trying to avoid, namely, conformity
of thought and dictatorship, failure to distinguish between liberal .
thinking and communisim, and so on, this, sort of thing is dangerouSs

- I see more and more among Wy colleagues a reluctance to testify

at loyalty hearings, becsuse they are afraid of recriminations for having
testifiede That is intolerables Bvery one of us mst be not only freey
we should be obligated to tell the whole truth about anybody at any time
when we know anything sbout ite But fear is displacing reason and it
slarms mee Economic problems and their political and psychological trends
and sberrations cannot be untanglede

The third problem, and now I mst proceed more rapidly, is the whole
question of fiscal policy-~inflation, ‘deflation, and the rest-~that we
nave to worry aboute I have just examined the Presidentts midyear Economic
Reporte What does it say?--on this hand inflation, on the other hand
some deflation, or meybe we wontt have deflatione Anyway, we should be -
loyal citizens and not talk too mach sbout depressione I am exaggerating
slightly, but not mmche =
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I don't know which Way We are headed beyond the immediate. future,
Buty I know this muchs We have been and still. arey in'the midst of a -
Period of fairly rapid inflatione What do I mean by inflation? Roughly
speaking, I mean rising prices but that is very roughe Inflation is-
sort of a jage It is so much easier to do things, such as carrying on
the cost of the national defense program by borrowing, than it is by
taxing that, before we know it, we have. put into’ circulation more money
than there are go0ods,e ce oo

I don't know which comes firsts Sometimes the money issue comes
first, with credit included as noneys Sometimes rising prices come firste
But I know that once it is started, it becomes a psychological phenomenon,
The effect becomes cause, and the causes become effects, and the spirsl
is under waye The cost of living goes up, which means that the unions
Plead sufficiently for higher wages, Agricultural interests seek the *
Parity principle; so does labor,. Everybody is doing it, so why not I?

S50y you try to tie Jour wages into the cost of livings But, of course, -
a5 everybody does this prices 80 up and up, ' ‘ ’

I speak feelingly on this subjecte I just Pigured out, coming in
on the train last_nigh‘b—-and‘got S0 disgusted that T stopped~-how badly
Off T ame I find I am even worse off than T had thought,

If you will look at the Presidentts Economic Report, you will see
that the gross national product of this country is stupendouse We had a
gross national product--iwhich means rovghly the total output of goods
and services producede-in 1938 of 84a? billion dollars, Today it is
329 billion dollars, a net increase of 289 percents But irf you deflate
that by the value of the dollar-wwhich. according to the National Industrial
Conference Board, and which is very reliable for this sort of thing, was
a 57=cent dollar in 1951, because it had a purchasing power of 57 cents
as compared with the 1938 dollar-~the gross national product then figures
out, instead of having a net increase of 289 percent, a net increase of
only 121 percente And there has also been an-increase of the Population
of 18 percent. If you bring that down to g per capita basis, it represents
an 87=percent increase, Tn other words, each ore of us, if we were to
Share equally in the total increased Productivity of this country today,
should have 87 percent more in terms of real goods than we had in 1938,
How many of you have it? I don't, but some people do,

The tax on personsl income on a percapita basis today is about 66
percent higher than it Was in 19384 That is on a per capita basis,
allowing for the price rise, ' In total the country is 66 percent better
off after taxess But to me it is "eeny, meeny, miney, mo"s who is gete
ting it, because in my case, although I sm now receiving more dollars
than I ever did before, T figure I am worse off by 26 percent than I was
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in 1938. People may not realize it, but the retired and fixed income
groups are suffering even more than are we whitewcollar workerse They '
are L3 percent worse off than they were in 1938, Farm proprietors sre
102 percent better off. The wages and salaried groups of which I am

a member, the men who are working in colleges on salaries, are sup=
posedly 128 percent better off than they weree

Tf in the process of inflation and deflation we all went up or
down together, there wouldn't be much to complain sbouts The trouble
is that in the process of going up or down there are tremendous lagse
We have abstained from taxing on the basis of ability to payy in order
to tax people who are less able to paye The fixedeincome group, the
retired people, people with sazlaries--we are the ones who are bearing

Ry

sn undue share of the financial cost of the defense prograie

 Tnflation doesn't evade the cost, because the defense efforty like
the cost of war, itself is borne by the current generation. You can't
postpone the real cost of ware All you can do is rearrange the claim
checks so that in the years to come the bondholders can collect from
future taxpayerse Bubl the real cost to the Nation as a whole is borne
here and NnoWe

The trouble is that the eventual cost is the trend toward discourage=
mente It is that in the process of financing ourselves by this deficit
method We seem to be doing our best to "squeeze out" the middle classess
That is the most serious danger of all, for in large measure the strength
of our democracy in the past has rested upon the strength of the middle
classese I will admit, however, that the poor are not getting poorets
They are getting richere

Tt seems to me that what is happening, =lthough 1 ecantt demonstrate
it precisely, is that, although the lower groups have come upy the upper
level groups have gone even highers There is a big sag in the middle.
and it seems to be getting bigger and biggere That is where the danger
of deflation comes in, because the cost of labor is getting highere I
- eantt afford to pay labor any mores T paint my own house and I do many
of my own repairs, because T find that, even if I do succeed in getting
a carpenter to work for me, T cantt get a full day's work out of him
without paying overtime.

T am not saying this facetiously, because labor has aquired the
economic bad habit that industry had 25 or 30 years ago-~the habit of
monopolye Even agriculture has sought to obtain it through the parity
systems The three big pressure groups--labor'y sgriculture, and some
industries (not the little cats and dogs that I have on these charts,
1ike fur felt hats and cheese) these big industries long ago discovered
the principle of keeping prices high in order %o get more money for less
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worke The psychology of the People is not too healthy; it is, "Iet
me get mine while I cane Give me higher wages, a shorter working day,
and less worke" That is what the French did in 1940, and it was tragice

This is my "ldollar questione” Is there something happening here,
largely Psychological, a habit of thought, our behavior, signs of a soft
nation, a modern Rome that is decaying at the roots? T hope not; I hope
that I am wrong, But T think T see it, and T think the answer lies in
a revival of national patriotism, a revival of the willingness-=the
desire-=to work hard and to do a good Jobd

I bought a new automobile a few months agos It resembles a tin
can with an airplane motor in the fronte Tt is a beautifyl motor but
the body is a hunk of Junke The paint on the fenders is already starte
ing to crack and the chromium is no goods -Anyway, why should there be
chromium on an automobile when we need that product for chromium steel?
The chromium is so thin that it doesn't make much difference, except
that they have to have a nickel base to put the chromium on, and nickel
is mighty scarce and needed for jet planes. But try to buy a cer withe
out chromium, They say:s "That is out of stocke Youtll have to wait .
Six months to get the one with little trimmings.n 71t ig our psychology
that is wronge Therefore the answer is deep and difficult,

Now, on the fiscal sidem=not inflation, but on the fiscal sidewe _
I just want to add a little bite A single person today in income tax
Pays more probably than he did at the height of World War II, Every
Second in a 2l=hour day the Federal Government spends as mch as a
married man with two children Pays in Federal income taxe=2,700 dollars,
That is a lot of moneye The M"taken of Federal, state, and local taxes
is approaching 73 percent of the total national inconme,

You say:  "That is all righte So what? Where is the danger point?n
I think it is when you come to the point where you dontt worry about
taxes, because then the chances are you have lost ambition, Tf every

izations and church organizations,

In fiscal 1942 per capita=~every man woman, and baby-~paid 72
dollars in taxess In 1900 it was only 2.58 dollarse Here eight years
after the wary, taxes are 15 percent higher per berson than they were
at the peak of the war, We have a budget of 85k billion dollars for
the current fiscal yeary, of which the military establishment is tzking
51 billion dollars, or'60 percents The housekeeping costy the actual
cost of government, is 15 billion dollers, Those figures are ot first
alarming, We must relate them, however, to national income, to gross
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nationsl producte In terms of our gross national product that is not
so alarminge The alarming thing is these effects ‘that I was talking .
about-=of certain groups of people being squeezed oube

What is com‘lng--inflati.on or deflation? I dontt knowe The forces
of inflation are progressive because once a government embarks upon -
deficit financing, it is the hardest thing in the world for it to pull
itself out of ibe Witness the fight between the Federsl Reserve System
and the United States Treasury, the Eccles=Snyder battlee The Treasury!'s
policy was to keep interest rates lows That is inflationarye The Way
to keep expenses down is to keep the interest rate lowe That is the
Federal Reservets idea of serving the Natlone Mr. Eccles spoke oub end .
sald they must keep this inflationary spiral from going higher, through.
credit and other financial controlse

Once a government finds itself in that position, it is going to do
a1l that it can to preserve its positions Of course there are these
other built-in devices for inflation--the escalator provision, agriculture's
parity provisions There sre slso increased pension claims against the
Federal Governmente : :

The biggest force towards inflation, however, it seems to mey is
governmend financing itselfs On the other side there are some deflationary
things that I would like to talk aboute If this big middle sag gets
bigger and biggers SO that we have business without buyers, peopile with=
out adequate purchasing power-~and there are signs that this seens to be
storting to generate now in the field of certain hard goods, like tele=
vision sets and radio~-that may be a signals it may not bee But when
purchasing power starts to contract, the Goverrment steps in and tries
to take its places A very feasible way of doing it is by foreign eglde
So the result is a strong force for the contimetion of inflation, and
yet the course of history shows that what goes up must come dovine

T think that what has been inducing the Soviet group to be in favor
of inflation for the Western World is that it is not the inflation that
we need fear, but the deflationary aftereffectss I fear inflation for
just this reasons My fesr of inflation is not so much the danger of the
inflstionary behaviore It is the discontent that comes afterwsrd, the '
subsequent downswinge ‘ : ‘

} T could go on for quite a while longer, but if I have made clear my
main theme, whichy I repeat, is that what is needed is a coordinated set
of decisions, with all these things related to one enother, and done
somehow or other in 2 framework that is consistent with democracy and
freedom, the time spent will have been worth=whilee No country in the
world that I ¥now of has done thate England has come pretty close to
it but has done it by semisocialistic rules I am not advocating that
for Americae
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I think that the United States has to come out and make its owm -
decisions, its own plans. We cantt 8it back as the most powerful
country in the world and simply Passively accept control and leadership,
That is not enoughe T think it is a marvelous thing that since 1940
We have done as well as We haves But we are like a small childe TIf _

& boy does a good Job, T give him some. credit and I am going to do it
nowe But I don't give him t0o mich praise, because I want him to feel
discontented, at least enough so that he will want to0 go out and do
betterm_..\"‘ 2 A e ) ¥ T BN

_We have grown up rapidlys We have not had the centuries in which
to grow that England has hade We. have to accept world leadership almost
overnights That is why this is such a terrific challenge, That is why
I think it is important to present these questions to gentlemen like
yourselves, because you are among those who will be in positions of
leadership in the years that 1ie shead, o

o QUESTIONS What would you suggest that the people of this country
should do to further the real awakeming which you mentioned in your
talk that might alleviate some of this decadent attitude people are
falling,into?‘ S L

~ 'DR. PIQUET: T don't have any pill or simple cure but I have two -
ideass The first one is that I think we need an interest on the part

of some People who have lots of money in giving some of that money to
support{j‘s;ome ‘Popular education, The trouble with so mmch tha'i; ‘has

occurred so far has been that the donors have had Jpreconceptions, trying
to prove this or that, I should like to see the Nation become interested
in in'béllectilial problems, We need to educate the public by debates,
forums, newspapers, setting up debates'on.'the’rgdio, in moving Pictures,
to present the picture to the American peoplee L ’

X think the American people are essentially intelligente Their
economic TIe Q¢ is not ‘too high, however, I have heard of some things
that are going to happen, In the meantime the Presidentts Advisory
Board has made some detailed studies of the relationship between foreign

- or 6 Senators and 10 or 12 Conaessmen, who would be elected by the country
as a whole, they might serve as a mucleus around which the national =~
interests as opposed to narrower geographical interests could gather,

Those are two things I can think of. By T don't know how to take
a great people like ourselves and overnight transform them into a highly
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1iterate people, economically speakings, But I know that we are not -
going to get solutions wntil we recognize the problemse - o

QUESTIONt You gave us a clear explanation of the Way inflation
hits various groupse I wonder if you would care to explain in the ssme
wey what the offect of deflation would be on various economic groupsSs

DRe PIQUET: I lived through the last one, although I was younger
than T am now, Bubt I was better off personally. The middle income
group was better off, because they were on 2 selary basise I remenber
in the depths of the depressiony in 1931 and 1932, that I was awfully
uncomfortable, more so than nowe T gidntt see any moneye Even though
the prices were low, T didnt't seem to have any cashe

T think the big difficulty in s depression period is the undermining
of public morales It is 2 terrible thing to think that you may be sell=
ing apples tomorrove And, of course, that feeling perpetuates itselfs
If you feel you may lose your job next week, you had better not spend
any more money than you have toe And that very process of holding back
and saving rather than spending means aggravating the dowrsard spirale

Now, so mach for the fiscel probleme It is true that in the depth -
of the depression period work held up pretty welle The whole inflation
and defletion gquestion was one of rain checks and price tagse It was
not only a question of people not being able to get worke Most people
did get worke It was largely because a greater accent was placed on a
“minus as opposed to a plus psychologye They tell me it is 1ike a dope
sddicty that you have a feeling of exhilaration, with a terrific depres«
sion following ite But maybe if you just wait a while, you will find oute

COMMENT: The remedies that you propose sre excellent, buty totaling
them up, I find at first glance that stand=by steel plants, stend=by oil
reserves, and giving some sort of subsidies to the interests that are
hurt by freer trade, all amownt to a higher cost of governmente The Limi=
tation to paying that cost in terms of taxation or in terms of reducing
jncentive brings you back to borrowinge

DR, PIQUET: You wine That is not a question, I take it, but a2
comment and it is well takene I accept the criticisme

Of course, if these things were done on a PEYy=asS-yOu=go basisy I
think they would be cheaper than what We are now payinge Isnt't that the
comment or rejoinder to yours? I think we could do it for far less than
S billion dollars a yeere I haventt figured it oute I should like to
attempt to do that in my next tariff study. I am going to take these
industries and see -how mach. it takes to buy them outj to see if we can
do it for less than 5 billion dollarse
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for coordinating all these programs of the Government, You quoted your
friend in DPA as being perturbed because they were note What procedure
or method has been evolved for. butting together all these measures and
then making these wise decisions that you talk about? :

:DRe PIQUET: None that I kmow ofe

QUESTION: In other words, you want a Planned society without
having the means of planning it? A

‘DRe PIQUET: That word “planned society" troubles me,
- QUESTION: "Coordinatedyn

- DRe ' PIQUET: "Coordinatede" That is better I dontt care what you
call it, but as s00n as you set up a central planning bureau in this
country with power to control, that would be a politburo, That is
dangerous and is what we dontt Wante

I dontt think England has done thate From what T have heard from
observers on the scene, their criticism has not been of compulsion, It
has been the opposites The labor‘groups have been so bowerful that they
have soldiered on the job rather than being told where to worke It has
been failure to work rather than compelling them to work, .

But, hevertheless, they have done it by demoeratic meanse If they
hadn't done what they have done, I think they would be in g Worse pogie
tion than they are now,

QUESTION: You said that what we need is to coordinate these Jobs,
which assumes we have a way for coordinating them, doesntt it? :

: DR, PIQUET: No, sire It assumes precisely the opposite, I think
it is so important that we should be aware of the need for something of
the sorte The closest we come to it is probably in the congressionsl
committees, : : '

that you are concerned about, namely, the leveling off the military
assistance to Europe and possibly a change in the Administration that
might tske place this falle Would you care to comment on that?

DR PIQUET: T have been greatly impressed in the Px'esideﬁtial COlften
Paign to date with the excessive amount of Platitudes that have been used,

I don't think either candidate has really faced up to the basic economic
issuese ,
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But I agree with you that a new Administration, whatever it msy bes
Democratic or Republican, will certainly be aware of the fact that it
should give the impres sion at least of doing something differentlyes
People do want a changee That might be our best hopee But I don't
tnink it is a question of whether it is Democratbs or Republicanse -
think we need some new facese How they will go about ity however, remains
+0 be seene

QUESTION: I was interested in your comen’o.ion the possible trends
that might take place &s the result of our decrease in expenditures in
foreign areas, which is inflationary, isn't 1t?

DR, PIQUET: Yes, I suppose that should be followed by other active
jties in the same direction, such as more pay=as=you=go taxation, and
the sbility to pay for certaln hings, maybe a loosening of foreign trade,
so that you could have a livewandelet~live policys Your guestion is not
an easy one Lo answers

'QUESTION: I don't think 3t 1s in the immediate offing=-bub isntt
there a possibility that forces will be set in motion fe obviate these
things thab you speak of? '

DR. PIQUET: TYese Certainly there is this tremendous force of
productivity being thrown on the market, You see now by our total budget
that a very substanblsl part of our gross national product is being
drained off for building up the military machinee It is not so mch-as
anticipated, but defense expenditures are bound to go up for at leasb
another year or two and then taper off, When they taper off, what happens
to this terrific capacity? It is - going to be thrown on the markete Where
is the purchasing power coming from to buy those products? We might have
the same situation that we had in 1929, How can you do business without
o buyer? That is the argument by the people who are predicting that
there is going to be a depressione ' :

T think your comments are yvery Well takene That is the problem we
faces That is where this standsby idea comes iny because we are tooling
up now for a tremendous effort, which is sort of a "gettingegver—thes
humpt efforts Then after this is over, if we divert this productive
capacity into civilian channels, we will have to expand our purchasing
power far beyond what I indicateds We have increased our capaciby, not:
by savings, but by the power of the Government to drain off money from
the military establishmente So maybe it should be kept out of the
regular civilian channelse That is in back of my idea of stand=bye It
is tremendously difficult to work out hat ides even on papers

QUESTIONs  You have covered the unfavorable trade conditions, United
States versus BEuropean nationse Could you discuss the possibility of
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barriers within Burope and also the removal of national Prejudices ang
favoritism? ' '

DRe PIQUET: Europe is a continent somewhat larger.than the United
States, Separated into a mumber of individual Sovereign countries, We
have already, T think, to 3 degree that is dangerous, told them they
should tear down those barriers, because a1l they.have to do is to point
to us and S8y, "Why dontt Jyou tear your own down?® Why -should they
among themselves 2110w thelr industries to face the competition of other -
countries of Burope when we wontt allow their broducts to be ‘introduced
here when we are mich -more productive? - ‘

I think it woulq be a very fine thing if they would do that, But
do you realize that Belgium, the Netherlands, an “Luxemburg,; the so=-
called "Benglyxm countries, in their customs union which\they‘ establisheq
three yegrs 880, are having one awfyl time, those little countries,
trying to iron out their economic differences to such an extent that o

tries dontt gear into each otEEfo\They are not supplemental; they are
competitives Now, if Belgium, the Netherlands, and Laxemburg-=those
little countries cantt do it, howh_cgp» We expect the large countries of
Europe, including such great powers as Grest Britain, France, and Germany,
to do it? 1% is fine on Dbapery, but we are dealing with beople,

QUESTION: T Wwonder if their industries ang résources are such that
if trade barriers were removed, their resources would be sufficient to
enable them to Support themselves? »

‘ DRe PIQUET: That would certainly 3 TOve their condition, Ag Adam

Smith saiq Jears ago in "Weglth of Nations,n a5 Soon as you raise labor
Productivity, you have to expand the market, T England could sell its
motorcycles, bicycles, cutlery, leather, ang pPottery on the Continent,
its position would be much better than it is now,

Of course, that is elementary arithmetic, because it woulg have g
Wide market, Yoy Seey as it is now, it doesn't have ite The bicycle
industry in England now is becoming g rapidly growing industry and the
English have tremendous Pressures exerted to keep their bicycles out of
other countries, British bicycles are Popular in thig country today,
“If the British bicycle People thought they could develop the American
market and holg ity without our tariffs being raiseq op quotas imposed,
they could selj, a large number of bicycles in thig country, But they
are not going to spend millions of Pounds sterling to advertise in this
market and to expand production, ify as a result of their economic SuC-
cessy we will try to keep them out, :

2l
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Tt goes right back to the fundsmental fear of importse Everybody
has it, more or lesSe Tmports are often a convenient scapegozte :

QUESTION: I gather from your interesting talk this morning that
there are many minority groups or lobbies in Washingtone Tt seems to
me that there is one majority that is almost helplessly lost, and that
is the consumere Nov, if there is some W&y of getting the American
consumerts point of view represented in Congress and consideredy wouldntt
that iron out a lot of these difficulties? T know there is a Consumers.
Union, but it has never amounted to anythinge What do you think about
the possibility of such 2 movement?

DR, PIQUET: When I examine my own psychologys and assume that other
people are not vastly different from me, T realize how idealistlc such
s solution ise I kmow that during the Roosevell Administration when I
would pick up the newspapers and reed sbout another round of wage
4increases, I would s&y3 nLook at what they are doing nowe They are
controlling prices end letting wages g0 UPe You cantt do that while
operating at pesk capacitys" That is elementarye Then next morning or
in the next few weeks I would pick up the paper and see where a bill
had been introduced in. Congress to raise the salaries of Tederal workerse
But, did I turn the increase down? Not at alle

T knew as well as I know my own name that I would be better off if -
fhose wages and salaries had not been increaseds But if I sent mine
back and told Uncle Sam I didntt want the increased wage, T would be
cutting my own throate We 211 have to work togethers there is the "fly®
in the ointmente -

How do you get the consumerss interest? We are all consumers, every
one of use We all have to choose between a smaller pay envelope and '
prices being a 1ittle highere We will take the higher prices, because
our producer interests are concentrated in one line, while our consumer
interests are diffused over so many l1ines that in the mind of each of us
the producer interest is overpoweringe

The consumer?'s interest is spread too thine This consumer organi=
zation, the Consumers Union, I think, has done a grand job so far as it
has gonee So have the Consumers Research Reportse But this is Just a
drop in the bucket, just a little bite .

T dontt think that is the answels T intimated earlier, in speaking
of tuna fish, that by 1ining up one producer group against another we
might bring about the consumerts national jntereste In the old days of
NRA the consumerts best hope was in the labor groupe Those were the days
before lsbor was successful in getting the upper hande Bub what we have

.
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Seen in the last few years is that labor is no better than capital when it
Succeeds in acquiring MONOPOly powers Maybe a consumerts monopoly would
be bad too but I will take my chances on ite

QUESTION: A1l your discussion of inflation has been of the relatione=
ship of cost to price, Do you feel that our pattern of a central currency

Trestrictions on its internationsl circulation, and the Prohibition against
the ownership of it, are a reversible process within a given Administration?

DRe PIQUET: You have raised a question that I could talk about for
another hour but I will try to give a brief answer, : ,

Gold is always convenient as g Scapegoat, like imports, Tt makes
little difference what the international exchange be, whether it be gold
Or papers The money is not the important things The inflation comes by
virtue of the Jag we are getting through deficit financing, If you change

they had the economy as a whole at heart? The more basic reason was that
they wanted the gold mines to be more profitable. Gold is among the least
important things in the eéconomye The important thing is the mmber of
dollars relative to the number of goodse There is no longer any connece

If we could go back to the nineteenth century system of s free gold
standard in g mltilatersl trade world, it would be fines As T have
already pointed out, the reason it worked in England was because, as
Adam Swith showed, the mathematics of it was rational ang logical, But,
it also was to the interest of the Bank of England to make it worke Tt
Was especially becsuse the Bank of England made British currency the
international currencye. The English did that by making their notes cone
vertible into gold, It resulted in what appeared to be an automatic.
system, though in retrospect it appears not to have been so very automatic

COLONEL BARNES: Dr, Piquet, I think the class now realizes what
General Greeley meant when he said that we plead with you each year to
come down here, For Wy money this is the best Yete I anm going to let
the spplause indicate what the class thinks sbout ite
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