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Ol.qTfi, 

D e x t e r  M e r r i a m  K e e z e r ,  Ph .  D . ,  L L . D . ,  V ice  P r e s i d e n t  and 
D i r e c t o r  of the D e p a r t m e n t  of E c o n o m i c s  of the M c G r a W - H i l i  P u b -  
l i s h i n g  C o m p a n y  of New York .  B o r n  in Acton ,  M a s s u c h u s e t t s ,  24 Au-  
gus t  1896. D u r i n g  W o r l d  W a r  II, he s u c c e s s i v e l y  s e r v e d  as Deputy  
A d m i n i s t r a t o r  of the Off ice of P r i c e  A d m i n i s t r a t i o n  in  Wash ing ton ,  
D. C . ,  E c o n o m i c  A d v i s o r  of the M i s s i o n  fo r  E c o n o m i c  A f f a i r s  in 
London ,  Eng land ,  and Pub l i c  M e m b e r  of the Na t iona l  War  L a b o r  
B o a r d  in Wash ing ton ,  D. C. F o r  e igh t  y e a r s  p r i o r  to the  war ,  he was  
P r e s i d e n t  of R e e d  C o l l e g e  in  P o r t l a n d ,  Oregon .  Whi le  ho ld ing  th is  
pos i t i on ,  he s e r v e d  as a m e m b e r  of s e v e r a l  e m e r g e n c y  b o a r d s  ap-  
p o in t ed  by  the  P r e s i d e n t  of the U n i t e d  Sta tes  to dea l  wi th  t h r e a t e n e d  
r a i l r o a d  s t r i k e s ,  and a l so  was  var ious ly ,  c o n c e r n e d  wi th  l a b o r  prob- :  
l e m s  in  the l u m b e r  i n d u s t r y  in  the P a c i f i c  N o r t h w e s t .  P r e v i o u s l y ,  
he had  d iv ided  h is  t i m e  about equa l l y  b e t w e e n  w o r k i n g  as a n e w s p a p e r  
c o r r e s p o n d e n t  and e d i t o r ,  and  t e a c h i n g  e c o n o m i c s  in  s e v e r a l  c o l l e g e s  
and u n i v e r s i t i e s .  S e r v e d  a t e r m  as E x e c u t i v e  D i r e c t o r  of the  Con-  
s u m e r s '  A d v i s o r y  B o a r d  of the Na t iona l  R e c o v e r y  A d m i n i s t r a t i o n .  
He has  w r i t t e n  books  on "The  Pub l i c  C o n t r o l  of B u s i n e s s ,  " " P r o b l e m  
E c o n o m i c s ,  " a n d " M a k i n g C a p i t a l i s m  Work .  " M e m b e r  of the B o a r d  
of D i r e c t o r s ,  Na t iona l  M e r i t  S c h o l a r s h i p  C o r p o r a t i o n .  
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C OLONEL WALKER:  G e n t l e m e n :  F o r  r e a l i s t i c  p l ann ing  it i s  
a lways  d e s i r a b l e  and, of c o u r s e ,  v e r y  i m p o r t a n t  that  we know s o m e -  
th ing  about  the t r e n d s  o c c u r r i n g  in our  c o m p l e x  i n d u s t r i a l  s y s t e m .  

As  th i s  is  the las t  in the s e r i e s  of l e c t u r e s  by the P r o d u c t i o n  
B r a n c h ,  I t h ink  it i s  a p p r o p r i a t e  that  the  t i t le  of th is  l e c t u r e  i s  " T h e  
Chang ing  P a t t e r n  of A m e r i c a n  I n d u s t r y . "  

F o r  ou r  l e c t u r e r  we t u r n e d  to the M c G r a w - H i l l  P u b l i s h i n g  C o m -  
pany of New York ,  fo r  t hey  a r e  known to be a h e a d q u a r t e r s  fo r  b u s i -  
n e s s  i n f o r m a t i o n .  As you know, t hey  ed i t  and pub l i sh  B u s i n e s s  Week ,  
as  w e l l  as  m a n y  o t h e r  b u s i n e s s  and t e c h n i c a l  pub l i ca t i ons .  

Dr .  D e x t e r  M. K e e z e r ,  ou r  s p e a k e r  th i s  m o r n i n g ,  i s  V i c e  P r e s -  
i den t  of the  M c G r a w - H i U  P u b l i s h i n g  C o m p a n y  and, as D i r e c t o r  of the  
E c o n o m i c s  D e p a r t m e n t ,  he is  in  a pos i t i on  to o b s e r v e  the m a n y  c h a n g e s  
o c c u r r i n g  in  i n d u s t r y ,  and a l l  the  t r e n d s ,  as w e l l  as  the m a n y  f a c t o r s  
in our  e c o n o m y  which  a f f e c t  and i n f l uence  t h e s e  t r e n d s .  

Dr .  K e e z e r ,  it  i s  i n d e e d  a p l e a s u r e  to w e l c o m e  you to the I n d u s -  
t r i a l  C o l l e g e  of the A r m e d  F o r c e s .  

Dr .  K e e z e r .  

DR. K E E Z E R :  G e n e r a l  Hol l i s ,  Co lone l  W a l k e r ,  G e n t l e m e n :  I 
t h ink  i t  m i g h t  s e e m  that  we a r e  not  in  fo r  a v e r y  c o n g e n i a l  m o r n i n g .  
I th ink  it i s  t r u e ,  by and l a r g e ,  that  e c o n o m i s t s  have  a l i m i t e d  v i e w  of 
m i l i t a r y  m e n .  T h e y  th ink  they  t end  to be n a r r o w  in  t h e i r  p e r c e p t i o n s  
and e x c e s s i v e l y  p r e o c c u p i e d  wi th  r e l a t i v e l y  u n i m p o r t a n t  t e c h n i c a l i t i e s .  
I t h ink  it would  be t rue ,  in  m y  l i m i t e d  o b s e r v a t i o n ,  that ,  on the whole ,  
m i l i t a r y  m e n  th ink  v e r y  i l l  of e c o n o m i s t s .  T h e y  th ink  t h e y  a r e  fu l l  of 
wind  and sound  and fury .  M i l i t a r y  m e n  b e l i e v e  that  m a n y  th ings  a r e  
a lot  l e s s  s i gn i f i can t  than  the e c o n o m i s t s  t h ink  they  a re .  

I would  jus t  l ike  to e x p l a i n  at the  ou t se t  tha t  I don ' t  b e l o n g  in th i s  
n o r m a l  p a t t e r n .  I have  v e r y  p ro found  r e s p e c t  f o r  you. I e s t e e m  it  a 
g r e a t  h o n o r  to have  a chance  to ta lk  with you. I th ink  it i s  p r i m a r i l y  
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f r o m  a s e l f i s h  po in t  of v i ew.  I t h ink  tha t  on y o u r  c o m p e t e n c e  d e p e n d s ,  
i n  c o n s i d e r a b l e  c h a n c e ,  m y  c h a n c e s  f o r  s u r v i v a l .  So I wan t  you  to be  
v e r y  b r i g h t ,  v e r y  a l e r t ,  and  v e r y  w e l l  i n f o r m e d .  If I c a n  c o n t r i b u t e  
a n y t h i n g  to tha t  end  th i s  m o r n i n g ,  I w i l l  coun t  th i s  m o r n i n g  v e r y  w e l l  
s p e n t  i n d e e d .  

M y  s u b j e c t  is  " T h e  C h a n g i n g  P a t t e r n  of A m e r i c a n  I n d u s t r y . "  T h e  
s t a t e m e n t  of s c o p e  w h i c h  I r e a d  i n d i c a t e d  tha t  I w o u l d  t a c k l e ,  a m o n g  
o t h e r s ,  the  q u e s t i o n :  Wi l l  the i n d u s t r i a l  p a t t e r n  of the U n i t e d  S ta t e s  
in  1976 be  f a r  d i f f e r e n t  t h a n  i t  is  t o d a y ?  

Now, I p r o p o s e  to a m e n d  tha t  jus t  s l i gh t ly .  I p r o p o s e  to t ake  a 
look  at  1970, r a t h e r  t han  1976. Tha t  i s  not  b e c a u s e  I s h r i n k  at  a l l  
f r o m  1976, but  s i m p l y  tha t  I had  the f i g u r e s  w o r k e d  out  tha t  way .  In 
f ac t ,  i t  m a y  s e e m  to you  r a t h e r  b r a v e  to m a k e  e v e n  a f o r e c a s t  of 
what  i s  go ing  to h a p p e n  in  1970. I c a n  a s s u r e  you  tha t  i t  i s  not .  I 
w i l l  le t  you  in on a t r a d e  s e c r e t .  J u s t  as  soon  as you h a v e  got t h ings  
s e t  up, it  i s  jus t  as  e a s y  to m a k e  a f o r e c a s t  fo r  1970, 1980, 1990, o r  
2000, i f  you wi l l .  I have  done tha t  r e c e n t l y  and,  I a m  s u r e ,  w i th  
g r e a t  s u c c e s s .  

Of c o u r s e  the  v i r t u e  is  tha t  it  i s  a v e r y  sa fe  o p e r a t i o n .  In  1970 
I t h ink  t h e r e  is  a r e a s o n a b l e  c h a n c e  tha t  I s h a l l  have  d e p a r t e d  t h i s  
w o r l d  a l * o g e t h e r .  At any  r a t e ,  I w i l l  be  s o m e  d i s t a n c e  f r o m  the  In-  
d u s t r i a l  C o l l e g e  of the A r m e d  F o r c e s ,  and you wi l l  n e v e r  h a v e  an 
o p p o r t u n i t y  to c h e c k  up on m e .  

Now, wha t  I i n t e n d  to do is  have  1970 as  the f o r c a s t i n g  poin t ,  and  
I c a n  i l l u s t r a t e  to you and  t e l l  you s o m e t h i n g  of the n a t u r e  of the f o r e -  
c a s t i n g  job invo lved .  What  it i s ,  of c o u r s e ,  i s  e s s e n t i a l l y  an e s t i m a t e  
of p o t e n t i a l i t i e s .  I t  is  a s o r t  of an a c c o u n t  of wha t  c a n  happen .  I 
d o n ' t  p r e t e n d  to know wi th  any  p r e c i s i o n  wha t  i s  going  to h a p p e n  nex t  
y e a r ,  nex t  week ,  o r ,  f o r  tha t  m a t t e r ,  b e f o r e  th i s  m e e t i n g  i s  o v e r .  
My f o r e c a s t  g l a m o u r  is  c o n s i d e r a b l y  du l l ed ,  in tha t  I w a s  one  of t h o s e  
who thought  P r e s i d e n t  E i s e n h o w e r  wou ld  not s t a y  in  f o r  a s e c o n d  t e r m .  

What  I c an  and  s h a l l  do is  b l o c k  out the  p o t e n t i a l i t i e s  of ou r  
e c o n o m y ,  as  I s e e  i t ,  f o r  th i s  p e r i o d .  I t h ink  tha t  i s  one th ing  tha t  
p r o v i d e s  some, of the e s s e n t i a l  f r a m e w o r k  f o r  m i l i t a r y  p l a n n i n g .  

T h i s  l o n g - r a n g e  f o r e c a s t  i s  b a s e d  on a n u m b e r  of a s s u m p t i o n s .  
The  f i r s t  a s s u m p t i o n  is  tha t  we w o n ' t  b low up the w o r l d  wi th  h y d r o g e n  
b o m b s .  I d e f e r  to you about  tha t  l i k e l i h o o d .  I p r a y e r f u l l y  hope  tha t  
we won ' t .  I a m  not an e x p e r t .  I c a n  s i m p l y  hope.  

2 



The  o t h e r  a s s u m p t i o n  I a m  m a k i n g  is tha t  t h e r e  w o n ' t  be any  
c r i p p l i n g  s h o r t a g e  of b a s i c  r e s o u r c e s .  I t h ink  tha t  is  p e r h a p s  a d e -  
b a t a b l e  a s s u m p t i o n ,  but  I t h ink  it is  a r e a s o n a b l e  a s s u m p t i o n .  

The  t h i r d  a s s u m p t i o n  is  tha t  the c o m p e t i t i v e  b u s i n e s s  s y s t e m  wi l l  
not  be  h a m s t r u n g  by  p o l i t i c a l  i n t e r v e n t i o n .  Tha t  i s  a b r a v e  a s s u m p -  
t ion ,  I th ink,  p e r h a p s  a l i t t l e  l e s s  b r a v e  than  it was  a w e e k  ago,  but 
i t  m a y  not be  too  b r a v e .  

B e f o r e  we c a m e  in  h e r e  a n u m b e r  of us  w e r e  t a l k i n g - - a  c o u p l e  
of us  v e t e r a n s  of the NRA. I t h ink  you m i g h t  s a y  that ,  c o n s i d e r i n g  
what  the  b u s i n e s s  s y s t e m  s tood,  and s u r v i v e d ,  in the d e c a d e s  b e t w e e n  
the t h i r t i e s  and the  f i f t i e s ,  i n d i c a t i o n s  a r e  tha t  it  i s  not a fragile~ 
p lan t .  

The  f o u r t h  a s s u m p t i o n  is  tha t  t h e r e  w o n ' t  be  any  c h a n g e  in the 
w e a t h e r - - l i t e r a l l y - - I  m e a n  the p h y s i c a l  w e a t h e r .  I s p e n d  a good 
d e a l  of t i m e  r e a d i n g  r e p o r t s  of peop le ,  wi th  c r e d e n t i a l s  as e x p e r t s ,  
t r y i n g  to f ind out if  s o m e t h i n g  is  b a s i c a l l y  h a p p e n i n g  to the w e a t h e r ;  
b e c a u s e ,  ff i t  i s ,  i t  is  s o m e t h i n g  e l s e  aga in ,  I w o n d e r  if  i n d e e d  
we a r e  u n d e r g o i n g  s o m e  b a s i c  c h a n g e  in the  w e a t h e r .  I don ' t  
s h a r e  the  s u p e r s t i t i o n  tha t  i t  is  p r o b a b l y  due to the  a t o m i c  b o m b  t e s t s .  
If i t  w e r e ,  what  I have  to s a y  wou ld  not  n e c e s s a r i l y  t ake  a d i f f e r e n t  
f o r m .  

T h o s e  a r e  the a s s u m p t i o n s .  I r e c e n t l y  pa id  a v i s i t  to the  j e t -  
eng ine  l a b o r a t o r y  at MIT.  A p r o f e s s o r  in c h a r g e ,  l ook ing  at  one  
of t h e s e  e n g i n e s ,  sa id ,  "If  ou r  a s s u m p t i o n s  about rhow th is  t h ing  w o r k s  
w e r e  r i gh t ,  i t  p r o b a b l y  would  not w o r k  at a l l . "  He sa id ,  "A je t  e n g i n e  
S o m e h o w  s e e m s  to o v e r r i d e  the  a s s u m p t i o n s  tha t  y.ou m a k e  in  s e t t i n g  
it up.  " I th ink  m y  a s s u m p t i o n s  a r e  p e r h a p s  a s l i g h t  b i t  b e t t e r  t han  
tha t .  At any  r a t e ,  I have  to m a k e  t h e m .  

I b r o u g h t  a long  a s e r i e s  of c h a r t s  w h i c h  show t h e s e  t h ings .  T h e y  
b l o c k  out the b r o a d  d i m e n s i o n s  of o u r  e c o n o m y  r i g h t  now, tha t  i s ,  in  
1955, and  we f o r e c a s t  wha t  the b r o a d  d i m e n s i o n s  w i l l  be  in 1970. 
T h e y  e x p l a i n  the  b a s i s  of the f o r e c a s t ,  and t h e y  point  to s o m e  of the 
d o m i n a n t  c h a r a c t e r i s t i c s  tha t  o u r  e c o n o m y  i s  l i k e l y  to have  15 y e a r s  
h e n c e .  

As charts go, I think you will find these are very pretty charts, 
but, compared with the dramatic sort of looks we are having into the 
future these days, they constitute a pretty drab show. I simply claim 
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one s p e c i a l  v i r t u e ,  the f ac t  that ,  if you want ,  t h e y  w i l l  t e a c h  you how 
to m a k e  y o u r  l o n g - r a n g e  f o r e c a s t .  I don ' t  know in what  s t r a n g e  p l a c e s  
you peop l e  a r e  apt  tc  end  up in  the nex t  d e c a d e .  You m a y  f ind  y o u r -  
~ e l v e s  u n d e r  the  n e c e s s i t y  of m a k i n g  a l o n g - r a n g e  e c o n o m i c  f o r e c a s t .  
If  you do, t h i s  i s  how you do it .  

C h a r t  1, page  5~ - - T h a t  i s  the c h a r t  f o r  1955. We a r e  so l i t t l e  
in to  1956 tha t  we h a v e n ' t  t r i e d  to u s e  1956. T h a t  i s  the c h a r t  s h o w i n g  
ou r  g r o s s  n a t i o n a l  p r o d u c t  f o r  the y e a r  1955, how it was  put t o g e t h e r ,  
and w h e r e  i t  goes .  We had  on the job 63 m i l l i o n  w o r k e r s .  The  ou t -  
put  p e r  m a n  hour ,  shown in d o l l a r s ,  was  $ 2 . 8 7 .  T h e y  w o r k e d  an  
a v e r a g e  of 41 h o u r s  p e r  w e e k .  T h e y  did not w o r k  52 w e e k s  a y e a r ;  
m o s t  of t h e m  had at  l e a s t  2 w e e k s  off. We s i m p l y  took  the  n a t i o n a l  
t o t a l s  and a s s u m e d ,  s i n c e  the y e a r  had  52 weel~s,  we w o u l d  put i t  tha t  
way .  By a m a t t e r  of s i m p l e  a r i t h m e t i c  tha t  b e c o m e s  the g r o s s  n a t i o n a l  
p r o d u c t  f o r  1955. I thirlk the f ina l  f i g u r e ,  as  a m a t t e r  of fac t ,  i s  go ing  
to be 387 b i l l i on ,  d e p e n d i n g  on how g o v e r n m e n t  o f f i c i a l s  f i n a l l y  a d j u s t  
i t .  T h e y  c a n  ad ju s t  th is  th ing  in and out of s e a s o n .  

T h e r e  it  i s .  W h e r e  did i t  go? S i x t y - f o u r  b i l l i o n  wen t  to r e p l a c e  
w o r n  out e q u i p m e n t  and  d e p l e t e d  r e s o u r c e s ;  55 b i l l i o n  wen t  fo r  n~.tional 
d e f e n s e  and o t h e r  g o v e r n m e n t  s e r v i c e s ,  s t a t e  and  loca l ;  21 b i l l i o n  
was  b u s i n e s s  i n c o m e ;  and a whopp ing  b ig  245 b i l l i o n  was  c o n s u m e r  

i n c o m e  a f t e r  t a x e s .  

C h a r t  2, page  6. - - T h a t  s h o w s  wha t  is  e x p e c t e d  to h a p p e n  to t h e  
p o p u l a t i o n  by  1970. It shows ,  the t o t a l  n u m b e r  of peop le ,  the  n u m b e r  
of peop le  in the w o r k i n g - a g e  g roup ,  tha t  i s ,  15 to 65, the n u m b e r  
l i k e l y  to be  a c t u a l l y  e m p l o y e d  and the  u n e m p l o y e d ,  and you s e e - - I  w i l l  
l e a v e  it to you w h e t h e r  it  i s  the r i g h t  a s s u m p t i o n ,  t ha t  we have  the 
s a m e  n u m b e r  in the  A r m e d  F o r c e s  in 1970 as in  1955. 

F o r  the  t o t a l  popu la t ion  we  took  the  m i d d l e  e s t i m a t e  of the C e n s u s  
B u r e a u .  I s u s p e c t  we s h o u l d  have  t a k e n  the h i g h e r  one .  One r e a s o n  
w a s  tha t  C e n s u s  has  b e e n  c h r o n i c a l l y  l a t e  in e s t i m a t i n g  the g r o w t h  of 
popu la t ion ,  and  m y  own p e r s o n a l  o b s e r v a t i o n  is tha t  we  a r e  doing a 
r e a l l y  p r o d i g i o u s  job of p r o d u c i n g  in o u r  t i m e .  At any  r a t e ,  we  a r e  
go ing  to end  up wi th  39 m i l l i o n  m o r e  peop le ,  and 2 6 - 1 / 2  m i l l i o n  m o r e  
peop le  in the  w o r k i n g - a g e  g roup .  

In th i s  a n a l y s i s ,  f r o m  h e r e  out, we a s s u m e  a l l  t h e  t i m e  t ha t  an  
i n c r e a s e  in  popu la t ion  is  a boon .  T h e r e  wi l l  be ,  of c o u r s e ,  a t i m e  
w h e n  i t  i s  not .  I n e v e r  c a n  le t  m y  m i n d  e s c a p e  f r o m  the  l a s t  s e n t e n c e  
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of a l e t t e r  w r i t t e n  by  an E a s t  I n d i a n  c i v i l  s e r v a n t  to a f r i e n d  in E n g l a n d  
on the  o c c a s i o n  of the b i r t h  of the  19th ch i ld .  T h e  l e t t e r  e n d e d  up 
wi th ,  " W h e n  wi l l  th i s  m i s c h i e f  c e a s e ? "  We a r e  t r e a t i n g  it as  a c o n -  
s t r u c t i v e  e l e m e n t .  I t  w i l l  be  o v e r  the  t i m e  wi th  w h i c h  we a r e  c o n c e r n e d .  

Now, wha t  w i l l  t h e s e  peop le  p r o d u c e ,  the 78 .6  m i l l i o n  e m p l o y e d ,  
in  the  way  of G N P ?  It  i s  going  to d e p e n d  on how m a n y  h o u r s  t h e y  
w o r k e d ,  how m a n y  w e e k s  a y e a r  t h e y  w o r k e d ,  how m u c h  t h e y  p r o -  
duced ,  and  o u r  e x p e c t a t i o n s  in tha t  l ine  a r e  b l o c k e d  out in C h a r t  3 

and  C h a r t  4, p a g e s  8 and  9. ~ • 

C h a r t  3, page  8 . - - H e r e ,  in  1970, in the  r i g h t - h a n d  b a r ,  you have  
the w o r k  w e e k  down to 35 h o u r s .  We have  p roduc t iv i t y , . gq ing  up,  in 
the  m a n n e r  i n d i c a t e d ;  f r o m  1930 to 1950 it i n c r e a s e d  a ¢ ' t ~  r a t e  of 
about  2 p e r c e n t .  S ince  1950 the  i n c r e a s e  in p r o d u c t i v i t y ,  :ithat i s ,  out -  
put p e r  m a n  h o u r ,  ha s  b e e n  h i g h e r .  So we e x p e c t  thatlfro1~n h e r e  out ,  
wi th  i m p r o v e d  t e c h n o l o g y ,  p r o d u c t i v i t y  is  going to i n c r e a s e  abou t  
2 - 1 / 2  p e r c e n t  a y e a r .  So you get  tha t  k ind  of a pa t te rn , i  T h e r e  you 
have, gentlemen, the portrait of a superlatively succe~m economy, 
the output per man hour, the blue line, going up, up, UP; ~he average 
work week--these figures in the forepart are historical; they are not 
anticipatlons--golng down. If you may need, as I think~soine of you 
do, a portrait of a successful economy, there it is. :~ 

That will bring us to what we are going to get in the way of a gross 

n a t i o n a l  p r o d u c t  in  1970, and  tha t  i s  C h a r t  4. 

C h a r t  4, page  9. - - T h a t  s i m p l y  s u m m a r i z e s  wha t  the  o t h e r  c h a r t s  
have  s a i d ;  a g r o s s  n a t i o n a l  p r o d u c t  of 595 b i l l i o n  d o l l a r s .  T h e s e  a r e  
in  c o n s t a n t  1955 d o l l a r s .  In  o t h e r  w o r d s ,  we have  not  bu i l t  in to  tha t  
c h a r t  the  i n f l a t i o n  we a r e  p r o b a b l y  go ing  to h a v e .  

A g a i n ,  w h e r e  does  i t  go?  I w o n ' t  d e t a i n  you .  You c a n  r e a d  it as  
w e l l  as  I can .  You wi l l  s e e  tha t  the  b i g g e s t  a n d  the  rnos t  d r a m a t i c  
i n c r e a s e  l i e s  in  the  f i e l d  of c o n s u m e r  i n c o t n e  a f t e r : t a x e s , w h e r e  you  
have  445 b i l l i on ,  o r  an  80 p e r c e n t  i n c r e a s e  above  1955. 

Now, w i th  t h o s e  c h a r t s  I have  b l o c k e d  out  the  b r o a d  d i m e n s i o n s  
tha t  we e x p e c t  the  e c o n o m y  to have  in 1970. I a m  go ing  to add a few 
m o r e  c h a r t s ,  d e s i g n e d  tO t h r o w  l ight  on the  c h a r a c t e r  of the  e c o n o m i c  
d e v e l o p m e n t  a h e a d ,  r a t h e r  t h a n  i t s  d i m e n s i o n s .  

C h a r t  5, page  1 0 . - - T h a t  shows  the  i n c r e a s e  in  e x p e n d i t u r e s  f o r  
r e s e a r c h  and  d e v e l o p m e n t  s i n c e  1941, and  the p r o j e c t i o n  of ~vhat we  a r e  

7 



otgS  

i 

0 
io 

! i 

0 

! ! 

0 ~ 0 u~ 

I I I , /  [ • 

0 p~ 

: l  Q 
m O . - - -  

e -  .1~ 
=l 

~8 
1 I I 1 J [ 1 1 
0 0 0 0 0 0 o o 

0 

~s 

0 

0 

I 
s, 



01.q85 

~J 

o o  ~o 

i i  i 

z 
0 

~ ' o  o ~ CL 
0 0 " -  = , -  

LOll. ~ o c  
a) ~; o 

X 

U)  

OJ 

II ,~- 

l 

b 

(3 

c~ 



o l  DSG 

o I  

C 

.__o~ o e, ~ ~ ~ ,n ,~ ~ ~ ~ .,~. - o 

1 0  



O .'487 
Likely to have  in the y e a r s  a h e a d .  We a r e  now s p e n d i n g  f o r  r e s e a r c h  
and  d e v e l o p m e n t  in the U n i t e d  S ta t e s  about  5 b i l l i on  d o l l a r s  a y e a r .  
Tha t  i s  s o m e w h e r e  in  the n e i g h b o r h o o d  of 30 t i m e s  as m u c h  as  we 
w e r e  s p e n d i n g  in  the t h i r t i e s .  I did not d a r e  c a r r y  th is  c h a r t  up to 
1970, b e c a u s e  it would  look so s t r a n g e l y  out  of p r o p o r t i o n .  I c a r r i e d  
i t  on ly  to 1960, as you see  t h e r e .  You get  up in  the n e i g h b o r h o o d  of 
8 b i l l i o n  d o l l a r s  b e i n g  spen t  f o r  r e s e a r c h  and d e v e l o p m e n t .  The  up-  
sho t  of th i s  i s ,  you have  the p r o s p e c t  of the e c o n o m y  t u r n i n g  on n e w  
d e s i g n s ,  new p r o d u c t s ,  new p r o c e s s e s .  To m y  m i n d ,  what  is  h a p p e n -  
ing  in the f i e ld  of r e s e a r c h  and d e v e l o p m e n t  is  the m o s t  d r a m a t i c  
p h a s e  of the e c o n o m y  today .  I a l so  th ink  it has  i m m e d i a t e  i m p l i c a t i o n s  
f o r  the d i r e c t i o n  of the  e c o n o m y .  

T h i s  r e s e a r c h  and  d e v e l o p m e n t  w o r k  is done p r i n c i p a l l y  b y  l a r g e  
c o m p a n i e s .  I don ' t  know w h e t h e r  y o u r  s t u d i e s  have  b r o u g h t  you in  
t ouch  wi th  t h a t  r e p o r t  by  the B u r e a u  of L a b o r  S t a t i s t i c s  on r e s e a r c h  
and d e v e l o p m e n t  done f o r  the N a t i o n a l  R e s e a r c h  Counc i l .  If  you  have  
not r e a d  it ,  be s u r e  to take  a look at it.  It is  one of the  m o s t  s t r i k i n g  
d o c u m e n t s  I have  s e e n  in a long  t i m e .  In  that  r e p o r t  it  i s  no t ed  tha t  
375 l a r g e  c o m p a n i e s ,  c o m p a n i e s  wi th  5 ,000  and m o r e  e m p l o y e e s ,  did 
71 p e r c e n t  of a l l  the  r e s e a r c h  and d e v e l o p m e n t  in 1953. In o t h e r  w o r d s ,  
2 p e r c e n t  of the c o m p a n i e s  did 71 p e r c e n t  of the r e s e a r c h  and  d e v e l o p -  
m e n t .  

Tha t  is  p r o b a b l y  m o r e  o r  l e s s  i n e v i t a b l e .  It t a k e s  a s i z a b l e  
c o m p a n y  to d e v e l o p  an e f f ec t i ve  r e s e a r c h  e s t a b l i s h m e n t ,  so tha t  in 
th i s  d e v e l o p m e n t  you have  th is  r e l a t i o n s h i p  b e t w e e n  the l a r g e  c o m p a n y  
and r e s e a r c h  and  d e v e l o p m e n t .  

Now, t h e r e  i s  a n o t h e r  p h a s e  to th is  tha t  i s  of v e r y  c o n s i d e r a b l e  
i m p o r t a n c e .  Tha t  is  tha t  r e s e a r c h  and d e v e l o p m e n t  i s  p r o v i n g  s i n g u -  
l a r l y  e f f e c t i v e  in p r o d u c i n g  p r o f i t s .  I don ' t  know if  you  have  s e e n  it ,  
but D r .  L i o n e l  E d i e  has  b e e n  doing  s o m e  w o r k  on the r e l a t i o n s h i p  
b e t w e e n  r e s e a r c h  and  d e v e l o p m e n t  and the p r o f i t s  of c o m p a n i e s ,  and 
his  f a c t s  a r e  f a i r l y  e v i d e n t  tha t  i n d u s t r i e s  wi th  the h i g h e s t  r a t i o  of 
r e s e a r c h  to s a l e s  a l so  have  the h i g h e s t  p r o f i t s .  T h e r e  is  no de f in i t e  
c a u s a l  r e l a t i o n s h i p  t h e r e ,  but  it is  c e r t a i n l y  s u g g e s t i v e .  The  u p s h o t  
of it  i s ,  I t h ink  you c o u l d  c a l l  it  a r e s e a r c h  r e v o l u t i o n .  It puts  b ig  
c o m p a n i e s ,  the l a r g e  c o m p a n i e s ,  in  a p e c u l i a r l y  s t r o n g  pos i t i on .  It 
does  not s u g g e s t  to m e  tha t  t h e y  a r e  l i k e l y  to be  w a s t i n g  a w a y  any  t i m e  
soon.  Now, C h a r t  6. 

C h a r t  6, page  1 2 . - - T h a t  is  a c h a r t  s h o w i n g  what  has  b e e n  h a p p e n i n g  
to the c o s t  of l a b o r ,  and what  has  b e e n  h a p p e n i n g  to the c o s t  of e l e c t r i c  
p o w e r .  What  i t  i s ,  of c o u r s e ,  i s  a p i c t u r e  of the c o n t i n u i n g  p r e s s u r e  

to s ave  l a b o r  wi th  p o w e r - d r i v e n  m a c h i n e r y .  

11 
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It i s ,  I th ink ,  a f a i r l y  a d e q u a t e  t h u m b n a i l  s k e t c h  of why  we a r e  
hav ing  so m u c h  i n t e r e s t  in a u t o m a t i o n .  We have  l a b o r  c o s t  go ing  up, 
up, up, and c e r t a i n l y  no end  is  in  s igh t ,  and p o w e r  cos t ,  wh i l e  it i s  
l e v e l i n g  out ,  i s  not t a k i n g  the  s a m e  c o u r s e .  

Now, the  two f o r c e s  a r e  p o r t r a y e d  in C h a r t s  5 and 6; C h a r t  5 page  
10, po in t s  up r e s e a r c h ,  and the new i d e a s ,  new w a y s  of do ing  th ings  
m e c h a n i c a l l y ,  and  C h a r t  6, page  12, the  p r e s s u r e  of l a b o r  cos t ,  ob- 
v i o u s l y  po in t s  up the n e e d  f o r  c a p i t a l  i n v e s t m e n t .  C h a r t  7 b l o c k s  out 
o u r  e x p e c t a t i o n s  in tha t  l ine .  

C h a r t  7, page  1 4 . - - W e  a r e  s p e n d i n g  now r o u g h l y  28 b i l l i o n  d o l l a r s  
on new p l an t s  and e q u i p m e n t - - n e a r l y  30 b i l l i on .  Now, by  1970 ou r  
e s t i m a t e  is  tha t  we wi l l  be  s p e n d i n g  45 b i l l i on .  Tha t  i s  m e a s u r e d  in 
p r e s e n t  p r i c e s .  Tha t  is  an i n c r e a s e  of 60 p e r c e n t .  And o u r  i n d u s t r i a l  
c a p a c i t y  wi l l  be  i n c r e a s e d  75 p e r c e n t .  

A g a i n  to c a l l  y o u r  a t t en t i on  to a new pub l i c a t i on ,  p e r h a p s  you  have  
s e e n  the  s t u d y  of the p r o s p e c t i v e  n e e d s  f o r  c a p i t a l  i n v e s t m e n t  in  the 
o i l  i n d u s t r y ,  done by  J o s e p h  P o g u e  of P o g u e  and Hi l l .  I t h i n k  c o p i e s  
a r e  d i s t r i b u t e d  by  the C h a s e  M a n h a t t a n  Bank .  T h e i r  e s t i m a t e  is  t ha t  
o v e r  the  next  d e c a d e  we s h a l l  have  to i n v e s t  115 b i l l i o n  d o l l a r s  in 
o r d e r  to get  the  o i l  we n e e d  to have  to keep  the f r e e  w o r l d  going.  Th i s  
i s  i n d u s t r i a l  i n v e s t m e n t .  Bu t  t h e r e  you have ,  I th ink ,  a l o g i c a l  ou t -  
c o m e  of the e a r l i e r  c h a r t s .  

C h a r t  8, page  15. - - I  t h ink  I had  b e t t e r  s a y  v e r y  l i t t l e  about  th i s  
s u b j e c t .  I u n d e r s t a n d  Mr .  P h i l i p  Sporn  was  h e r e  y e s t e r d a y .  If he 
gave  any  f o r e c a s t ,  I would  d e f e r  to h i m  on tha t ,  and  in  fac t  on a l m o s t  
any  o t h e r  s u b j e c t .  It  i n d i c a t e s  tha t  e l e c t r i c  p o w e r  s a l e s  double  b e -  
t w e e n  1950 and 1960, and  double  a g a i n  by 1970. 

T h e  A t o m i c  E n e r g y  C o m m i s s i o n ,  a c c o r d i n g t o  the l a s t  e s t i m a t e  
I have  s e e n ,  i n d i c a t e d  tha t ,  of tha t  t o t a l  in  1970, abou t  l0  p e r c e n t  
w i l l  be  n u c l e a r ,  and  about  20 p e r c e n t  of the  annua l  new i n s t a l l a t i o n s  
w i l l  be of tha t  c h a r a c t e r ,  a g a i n  i n d i c a t i n g  the  g r o w t h  of  p o w e r  you 
h a v e  to have  to c a r r y  out t h i s  p r o g r a m  o r  th i s  f o r e c a s t .  

C h a r t  9, page  1 6 . - - T h i s  i s  s i m p l y ,  in  de ta i l ,  an e x p e c t a t i o n  of 
how p r o d u c t i o n  wi l l  g r o w  by  1970 in s e l e c t e d  i n d u s t r i e s .  If you g e n t l e -  
m e n  w e r e  m o r e  a d e q u a t e l y  pa id ,  I shou ld  give tha t  a m o r e  g l a m o u r o u s  
t i t l e  by  s a y i n g  th i s  i s  a c h a r t  of the b e s t  b e t s  fo r  l o n g - r a n g e  i n v e s t -  
m e n t .  S t e e l  w i l l  be  up 30 p e r c e n t ;  a l u m i n u m ,  140 p e r c e n t .  You c a n  

13 
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r e a d  t h e  f i g u r e s  a s  w e l l  a s  I c a n .  I w i l l  l i n g e r  o n  i t  a m i n u t e .  I t  i s  
w o r t h  l o o k i n g  a t  w i t h  s o m e  c a r e .  I n s t r u m e n t s  a n d  c o n t r o l s  a r e  u p  
130 p e r c e n t .  A n o t h e r  v e r y  l a r g e  o n e  i s  c h e m i c a l s .  

N o w ,  i t  i s  o b v i o u s  t h a t  you  c a n ' t  s i m p l y  e x p a n d  t h o s e  i n d u s t r i e s  
i n  a v a c u u m .  I t  d e p e n d s  in  t h e  f i n a l  a n a l y s i s  on  t h e  e x p a n s i o n  of  c o n -  
s u m e r  m a r k e t s .  B y  1970 o u r  e c o n o m y  p r o m i s e s  t o  h a v e  w h a t  i t  t a k e s  
i n  t h a t  l i n e .  

C h a r t  10, p a g e  18. - - T h i s  s h o w s  w h a t  c a n  r e a s o n a b l y  b e  e x p e c t e d  
to  h a p p e n  in  t h e  w a y  of  i n c r e a s e s  in  c o n s u m e r  i n c o m e  a f t e r  t a x e s .  
A g a i n ,  t h e  p r i c e s  a r e  c o n s t a n t .  T h a t  i s  a l l  d o n e  on  1955 p r i c e s .  T h e r e  
i s  a n  i n c r e a s e  f r o m  1 , 6 1 0  d o l l a r s  i n  1955 to  2, 175 d o l l a r s  i n  1970 .  
T h a t  i s  a 35 p e r c e n t  i n c r e a s e .  T h e  a v e r a g e  in  t h i s  c a s e ,  I t h i n k ,  i s  
o f  no  g r e a t e r  s i g n i f i c a n c e  t h a n  t h e  f a c t  t h a t  t h i s  i n c o m e  i n c r e a s e  i s  
v e r y  w i d e l y  d i s t r i b u t e d ,  a s  a r e s u l t  of  w h a t  I a m  s u r e  h a s  b e e n  c o r -  
r e c t l y  c a l l e d  a r e v o l u t i o n  in  i n c o m e  d i s t r i b u t i o n .  

C h a r t  11,  p a g e  19. - - T h i s  s h o w s  w h a t  i s  to  b e  e x p e c t e d  in  t h e  w a y  
of  c o n s u m e r  e x p e n d i t u r e .  H e r e  I t h i n k  y o u  c a n  s e e  t h a t  t h e  i n c r e a s e  i s  
r e a l l y  e y e - p o p p i n g .  I t  i s  250 b i l l i o n  d o l l a r s  t h i s  y e a r ;  300 b i l l i o n  in  
1960 ;  a n d  420 b i l l i o n  in  1 9 7 0 - - t w o - t h i r d s  m o r e  t h a n  i t  i s  n o w .  

Of  t h i s  i n c r e a s e  we  a n t i c i p a t e  t h a t  t h e  r a t e  f o r  n o n d u r a b l e  g o o d s  
w o u l d  b e  a b o u t  55 p e r c e n t - - t h a t  i s  r o u g h l y  t h e  i n c r e a s e  f o r  t h e  e c o n o m y  
a s  a w h o l e - - d u r a b l e  g o o d s  a b o u t  d o u b l e ;  a n d  s e r v i c e s  of  a l l  k i n d s  u p  
a b o u t  75 p e r c e n t .  

N o w ,  I t h i n k  t h i s  i s  p e r h a p s  t h e  k e y  p o i n t  t o  b e  i l l u s t r a t e d  h e r e .  
A l o n g  w i t h  a t w o - t h i r d s  i n c r e a s e  i n  c o n s u m e r  e x p e n d i t u r e  b y  1970,  
t h e r e  i s  g o i n g  to  b e  a p p r o x i m a t e l y ,  we e s t i m a t e ,  a 15 p e r c e n t  i n -  
c r e a s e  i n  l e i s u r e .  So y o u  h a v e  p e o p l e  w i t h  m u c h  m o r e  m o n e y  to  s p e n d  
a n d  m u c h  m o r e  t i m e  i n  w h i c h  to  s p e n d  i t  f o r  v a r i o u s  l e i s u r e  a c t i v i t i e s .  
I t h i n k  y o u  w i l l  f i n d  t h a t ,  i n  t h o s e  t w o  e l e m e n t s ,  t h e  e n t i r e  s h a p e  of  t h e  
e c o n o m y  w i l l  b e  c e r t a i n l y  v i t a l l y  a f f e c t e d .  

I d o n ' t  p r o p o s e  to  d e t a i n  y o u  w i t h  a d e t a i l e d  f o r e c a s t  of t h e  c h a r a c t e r  
o f  c o n s u m e r  e x p e n d i t u r e  i n  1970.  I t  i s  a n  o p p o r t u n i t y  w h e r e  y o u  h a v e  
a m p l e  s c o p e  to  r o l l  y o u r  o w n .  T h e  C h a m b e r  of  C o m m e r c e  h a s  a n  
e x c e l l e n t  m o v i e  o n  t h e  s u b j e c t .  N A M  h a s  w h a t  t h e y  c a l l  " C a m e r a .  " 
I t  h a s  b e e n  l a i d  o u t  i n  T V  a n d  s h o w s  t h a t  w i t h i n  t h i s  b r o a d  d i m e n s i o n  
t h e r e  a r e  p l e n t y  of  c h a n c e s  t o  f i n d  o u t  s o m e t h i n g  of  t h e  c h a r a c t e r  of  
t h e  e x p e n d i t u r e s .  
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I c o n f e s s  I f i nd  s o m e  of the  p r o s p e c t s  h o r r e n d o u s .  I t h i n k  you  
c a n  s e e  the  s p e c t e r  of y o u n g  i d i o t s  r i d i n g  d o w n  the  h i g h w a y  in  250 
H. P .  p l a s t i c  s p o r t s  c a r s ,  t h e i r  a t t e n t i o n  d i s t r a c t e d  b y  p o r t a b l e  T V ' s  
on  the  b a c k  s e a t s .  P e r h a p s  we c a n  ge t  t h e m  i n t o  h e l i c o p t e r s  b y  t h a t  
t i m e .  I a m  to ld  i t  i s  f ive  t i m e s  as  s a f e  up  t h e r e  a s  i t  is  on t he  h i g h -  
way ,  P e r h a p s  we c a n  d e v e l o p  an a u t o m a t i c  a n t e n n a  w h i c h  w i l l  p r e -  
v e n t  t h e s e  c r a s h e s .  

I a m  a f r a i d ,  I c o n f e s s .  I a m  f r i g h t e n e d  at  s o m e  of  the  p o t e n t i a l -  
i t i e s  of t he  T V  s c a n n i n g  d e v i c e s ,  w h e r e  you  c a n  k e e p  t r a c k  of the  
c h i l d r e n  i n  the  o t h e r  r o o m ,  o r  s e e  g u e s t s  a r r i v i n g  in t i m e  to  d e c i d e  
w h e t h e r  you  wi l l  be  in  o r  p r e t e n d  to be out .  I o f t e n  t h i n k  of G e o r g e  
O r w e l l ' s  b o o k  " 1 9 8 4 "  and  of the  t i m e  w h e n  t he  T V  s c a n n i n g d e v i c e s  
w i l l  p e r m i t  u s  to  l ook  at  t h i n g s  t ha t  a r e  n o n e  of o u r  b u s i n e s s .  

In  g e n e r a l ,  i t  l o o k s  as  if  the  m o s t  d r a m a t i c  i m p r o v e m e n t s  in  t h i s  
a r e a  a r e  g o i n g  to be  in  h o u s i n g  and  d e v i c e s  to  m a k e  i t  m o r e  c o m f o r t -  
ab le  and  m o r e  c o m p l i c a t e d ,  and  in i m p r o v e m e n t s  in  t r a v e l  and  r e c r e -  
a t i o n a l  f a c i l i t i e s .  

We a l w a y s  s a y  in  m y  o f f i ce  t ha t  we m a k e  o u r  m i s t a k e s  v e r y  c a r e -  
fu l l y .  H e r e  a r e  s o m e  e s t i m a t e s  we h a v e  m a d e  of the  d i m e n s i o n s  of 
the  g r o w t h  t ha t  you  m i g h t  f i nd  o v e r  t h i s  p e r i o d .  

H o u s i n g  and  h o u s e  f u r n i s h i n g  w i l l  i n c r e a s e  150 p e r c e n t ;  t r a v e l  
and  r e c r e a t i o n ,  200 p e r c e n t ;  g a s o l i n e  and  o i l  c o n s u m p t i o n ,  125 p e r c e n t ;  
e d u c a t i o n - - I  p r a y  t ha t  t h i s  i s  t r u e - - 2 0 0  p e r c e n t ;  m e d i c a l  c a r e  w i l l  be  
up  100 p e r c e n t .  

Now I a m  t h r o u g h  wi th  the  c h a r t s .  I h o p e  t h a t  I h a v e  m a d e  i t  
c l e a r  t ha t  t he  o p e r a t i o n  I h a v e  j u s t  c o n c l u d e d  is  not  d e s i g n e d  as  a 
b l u e p r i n t  of w h a t  Lies a h e a d .  As  I h a v e  s a i d  e a r l i e r ,  and  c a n ' t  r e -  
p e a t  t oo  o f t en ,  i t  i s  e s s e n t i a l l y  a g l i m p s e  at s o m e  of o u r  p o t e n t i a l .  
Wha t  a l l  t h i s  m e a n s  in  t e r m s  of h u m a n  b e i n g s '  i m p r o v e d  c h a n c e s  of 
g e t t i n g  i n to  H e a v e n  I p r o p o s e  to  l e a v e  to the  p h i l o s o p h e r s .  

One  of  m y  y o u n g  a s s o c i a t e s  who w o r k s  on the  p r o s p e c t s  f o r  ag -  
r i c u l t u r e  h a n d e d  m e  t h i s  no t e  t h e  o t h e r  day.  It  i s  a q u o t a t i o n  f r o m  
" F u t u r e  D e m a n d s  on L a n d  P r o d u c t i v i t y  n - - S p e c i a l  R e p o r t  No. 7 of  t he  
P r e s i d e n t ' s  M a t e r i a l s  P o l i c y  as  b e l o w  s h o w n :  

" W i t h  a r t i f i c a l  i n s e m i n a t i o n  i t  i s  p o s s i b l e  to  ge t  up  to 1 , 0 0 0  
c a l v e s  p e r  y e a r  p e r  bu l l ,  w h e r e  n o r m a l l y  t h e r e  w e r e  25 to  50 
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c a l v e s  p e r  y e a r  p e r  bull. This  e x p a n s i o n ,  of c o u r s e  r e l e a s e s  
the n u m b e r  of bu l l s  u s e d  fo r  b r e e d i n g ,  and r e l e a s e s  the  u s e  of 
t h e i r  p a s t u r e  fo r  d i r e c t  m e a t  p r o d u c t i o n .  " 

My young  f r i e n d  w r o t e  on the b o t t o m  of th i s :  " T h i s  s u m s  up 
p r e t t y  we l l  the p o s s i b i l i t i e s  in a g r i c u l t u r a l  output .  " I o f f e r  tha t  it  
a l s o  o f f e r s  a good dea l  of p h i l o s o p h i c a l  c o n t e m p l a t i o n .  

I have  b e e n  to ld  that  t h e r e  a r e  2 , 0 0 0  p s y c h i a t r i s t s  on the I s l a n d  
of M a n h a t t a n  a lone ,  and tha t  t h e i r  n u m b e r  is g r o w i n g  c o n s i d e r a b l y  
f a s t e r  than  the g r o s s  n a t i o n a l  p r o d u c t .  If that  is  t r u e ,  i t  r e m a i n s  
wi th in  the  r e a l m  of p o s s i b i l i t y  that  one of the m a j o r  c o n s u m e r  i t e m s  
in 1970 is  go ing  to be  a p o r t a b l e  p s y c h i a t r i s t ' s  couch .  

Some  y e a r s  ago,  P r o f e s s o r  N a t h a n i e l  P e p p e r  of C o l u m b i a  Uni- 
versity remarked, "In the life of a Chinese peasant there is a greater 
content of happiness than in that of the American worker. " I have 
often wondered how he found that out. I have the greatest difficulty 
finding out how much sadder or happier I am than my neighbors. He 
found it out. I said it. It may be true. 

I don ' t  know, as  we get  r i c h e r ,  w h e t h e r  we a r e  ge t t i ng  h a p p i e r ,  
o r  m o r e  r i g h t e o u s ,  o r  t o u g h e r ,  in t e r m s  of s u c c e s s f u l  s u r v i v a l .  
About  tha t  I s i m p l y  don ' t  p r e t e n d  to know. In m y  r e a d i n g  of h i s t o r y  
I have  b e e n  i m p r e s s e d  by  what  s e e m s  to m e  to be the t e n d e n c y  of 
p e o p l e s  to get  s o f t e r  as t hey  get  r i c h e r .  I was  on ly  r e c e n t l y  r e a d i n g  
the L e w i s  and  C l a r k  J o u r n a l ,  wh ich  I f ind one of the m o s t  t h r i l l i n g  
books  I have  r e a d .  I hope m o s t  of you c a n  s p e l l  b e t t e r  t h a n - - w a s  i t  
C a p t a i n ? - - C l a r k ,  but  if any of you c a n  w r i t e  as  we l l ,  you a r e  g e n i u s e s .  

As t h e y  went  a c r o s s  the c o u n t r y ,  the r e a l l y  s t a l w a r t  peop le  t h e y  
found w e r e  the B l a c k f e e t ,  out on the rough ,  r u g g e d ,  tough  t e r r a i n  in 
the D a k o t a s .  When they  got in to  the r e a l l y  l u sh  c o u n t r y ,  as t h e y  wen t  
o v e r  in to  the  C o l u m b i a  B a s i n ,  t h e r e  w e r e  a n t e l o p e s  up to t h e i r b e l l i e s  
in f ine  g r a s s ,  and t hey  found t h e r e  the m o s t  w o r t h l e s s  I n d i a n s .  

What  tha t  p r o v e s ,  I don ' t  know, but  it  s u g g e s t s  to m e  tha t  to  you 
m i l i t a r y  m e n  th i s  p r o b l e m  of i n c r e a s i n g  r i c h e s  m a y  be  a v e r y  r e a l  
p r o b l e m .  Only  the n ight  b e f o r e  l a s t  I h e a r d  D r .  P a u l  D u d l e y  Whi te  
t a l k  abou t  the  i n c r e a s i n g  c o r o n a r y  t r o u b l e s ,  on w h i c h  he is  o u r  l e a d -  
ing  e x p e r t .  He s a i d  he w a s  i n c l i n e d  to a t t r i b u t e  it  to the ex ten t  tha t  
p e o p l e  don ' t  w a l k  any m o r e .  P e r h a p s  we c a n  ge t  in to  a w o r l d  w h e r e  
s o l d i e r s  don ' t  have  to wa lk .  B a s e d  on m y  e x p e r i e n c e ,  it w i l l  be a 
happy  w o r l d .  I w a l k e d  the g r e a t e s t  d i s t a n c e  wi th  the  m o s t  p o s s i b l e  
d i sc  o m f o r t .  
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I have  L inge red  too long on th i s  point .  The  point  i s  s i m p l y  th i s :  
I t h i n k  v e r y  l i k e l y  what  I have  b e e n  s k e t c h i n g  h e r e  i s  not  P a r a d i s e  f o r  
you at a l l .  It m a y  give  you a v e r y  r e a l  p r o b l e m ,  If it  d o e s ,  I have  
no r e m e d i e s  to o f fe r  at a l l .  The  only  th ing  I c a n  hope h e r e  i s  t ha t ,  in  
g iv ing  you th i s  p r e v i e w ,  I have  b e e n  of s o m e  he lp .  I t h ink  I s h o u l d  
s a y  in  c l o s i n g  tha t ,  if  you h a p p e n  to be h e r e  in  1970, you w i l l  f ind  
tha t  i t  is  a b s o l u t e l y  c o r r e c t  in e v e r y  de t a i l .  

I hope  I have  s a i d  s o m e t h i n g  tha t  i s  u s e f u l  t o  you in  y o u r  w o r k  as  
m i l i t a r y  m e n  and  m i l i t a r y  p l a n n e r s ,  b e c a u s e  nobody  c o u l d  w i s h  you  
to do b e t t e r  t han  I do. 

T h a n k  you.  

C A P T A I N  WRIGHT:  G e n t l e m e n ,  Dr .  K e e z e r  i s  r e a d y  f o r  y o u r  
q u e s t i o n s .  

QUESTION: Dr .  K e e z e r ,  I b e l i e v e  tha t  on one of y o u r  c h a r t s  
you s h o w e d  the 1955 GNP.  You i n d i c a t e d  tha t  the  p e r c e n t  tha t  wen t  
in to  G o v e r n m e n t  spend ing ,  i n c l u d i n g  m i l i t a r y ,  w a s  55 b i l l i o n  d o l l a r s .  
I m e a n  the  d o l l a r  v a l u e .  In y o u r  1970 c h a r t  you s h o w e d  tha t  a m o u n t  
had  d e c r e a s e d  to p r o b a b l y  50 b i l l i on  d o l l a r s .  Would  you c o m m e n t  on 
tha t  d e c r e a s e ,  s i r ?  

D R .  K E E Z E R :  G e n e r a l  HolLis w a s  c a t e c h i z i n g  m e  b e f o r e  we 
c a m e  in on tha t  point .  T h e s e  a r e  c o n s t a n t  p r i c e s .  You m i g h t  s ay ,  to 
put i t  v e r y  b lun t ly ,  tha t  we w i l l  be  e i t h e r  b lown  up in  1970 o r  we  w o n ' t  
b e  s p e n d i n g  so m u c h  on the m i l i t a r y .  I wi l l  be  v e r y  g lad  to s e n d  you 
the d e t a i l e d  c a l c u l a t i o n s ,  w h i c h  m i g h t  be r e l e v a n t .  I n c i d e n t a l l y ,  if  
any  of you e x p e c t  to be in a s i m i l a r  spot  to m i n e ,  in  h a v i n g  to do one 
of t h e s e t h i n g s ,  I have  a s e r i e s  of c h a r t s  p r i n t e d  and  I w i l l  be  v e r y  
g lad  to s e n d  t h e m  to you.  No t e l l i n g  when  you w i l l  be  a s k e d  to do th i s .  

We a s s u m e  t h e r e  wi l l  be an i n c r e a s e  in  g o v e r n m e n t a l  t y p e s  of 
s e r v i c e s - - h i g h w a y s  and s c h o o l s - - b u t  i t  w i l l  be  m o r e  than  o f f se t  by  
a d e c l i n e  in the m i l i t a r y .  Now, if  th i s  is  an  u n r e a l i s t i c  a s s u m p t i o n  
f r o m  y o u r  poin t  of v iew,  tha t  w a s  the b e s t  of the t h i n k i n g  o v e r  th i s  
p e r i o d .  We took  off f r o m  a h igh  poin t  of G o v e r n m e n t  e x p e n d i t u r e  in  
1955. I t h i n k  tha t  you s a id  th i s  e x p e n d i t u r e  was  in  d o l l a r s .  You a r e  
r i g h t .  It  c o v e r s  a c t u a l  m i l i t a r y  s p e n d i n g  in  1955 as  w e l l  as  o t h e r  
G o v e r n m e n t  e x p e n d i t u r e s .  M i l i t a r y  e x p e n d i t u r e s  have  gone up in r e -  
c e n t  y e a r s .  Th i s  i s  the 1955 f i g u r e .  Tha t  i s  the  b a s i s  of i t .  
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W h e n  I s e n d  t h e s e  c h a r t s  t o  y o u ,  i f  a n y  of  y o u  h a v e  a n y  c o m m e n t s  
o r  c r i t i c i s m s ,  we  w i l l  b e  d e l i g h t e d  to  h a v e  t h e m .  

Q U E S T I O N :  S i r ,  o n  y o u r  c h a r t  y o u  d i d  n o t  h a v e  l i s t e d  t h e  a i r -  
c r a f t  i n d u s t r y  w i t h  a p e r c e n t a g e  i n c r e a s e .  A f t e r  t h e  a l u m i n u m  i n -  
d u s t r y  y o u  s h o w e d  a m a r k e d  i n c r e a s e .  I w o n d e r  i f  y o u  c a r e  t o  c o m -  
m e n t  o n  t h e  d e v e l o p m e n t  i n  t h a t  p a r t i c u l a r  f i e l d .  

D R .  K E E Z E R :  I w i l l  be  v e r y  g l a d  to  c o m m e n t  on  i t .  T h a t  i s  a 
t h i n g  we  h a v e  s t u d i e d  w i t h  s o m e  c a r e  i n  m y  s h o p .  I d o n ' t  k n o w  a n y -  
t h i n g  m o r e  f r u s t r a t i n g  to  s t u d y .  I b e l i e v e  i t  i s  t r u e  t h a t  a b o u t  90 p e r -  
c e n t  o f  t h e  a i r c r a f t  i n d u s t r y ,  a s  s u c h ,  i s  m i l i t a r y .  W h a t  y o u  h a v e  i n  
t h a t  f i e l d  i s  e s s e n t i a l l y  a m i l i t a r y  f o r e c a s t ,  a n d  I t h i n k  I w o u l d  a g a i n  
d e f e r  t o  y o u  o v e r  t h e  s h o r t  r u n .  W e  h a v e  m a d e  1 0 - y e a r  s t u d i e s  f o r  
o u r  o w n  i n t e r n a l  m a n a g e m e n t  p u r p o s e s .  We h a v e  n o t  s e e n  a n y  v e r y  
s u b s t a n t i a l  g r o w t h  in  t h e  a i r c r a f t  i n d u s t r y  o v e r a l l .  W h a t  y o u  g e t  a t  
a s  y o u  s t u d y  t h i s  i n d u s t r y  i s  t h a t  y o u r  c o n c l u s i o n  d e p e n d s  o n  w h a t  
y o u r  m i l i t a r y  c o n c l u ' s i o n  i s .  E v e n  w i t h  t h e  v e r y  i m p o s i n g  g r o w t h  of  
c i v i l  a v i a t i o n  a i r p o r t s ,  we  a l l  k n o w  i t  i s  a v e r y  m i n o r  s h a r e ,  a n d  
p r o m i s e s  to  b e ,  o v e r  t h i s  p e r i o d .  

I d o n ' t  h a v e  a n  a i r c r a f t  f i g u r e  o n  t h e  c h a r t .  I w i l l  c o r r e c t  t h a t ,  
i f  i t  s h o u l d  be  c o r r e c t e d ,  i n  t h e  n e x t  c h a r t .  We m a y  b e  t o o  o p t i m i s t i c  
a b o u t  t h e  w o r l d  s i t u a t i o n ,  b u t ,  i n  o u r  s t u d i e s ,  a s s u m i n g  n o  g r e a t e r  
d e p r e c i a t i o n  of t h e  w o r l d  s i t u a t i o n ,  we  t h i n k  t h e  a i r c r a f t  i n d u s t r y  a s  
a w h o l e  d o e s  n o t  h a v e  v e r y  p o t e n t i a l  g r o w t h  o v e r  t h e  n e x t  d e c a d e .  I f  
i t  d o e s ,  i t  w i l l  b e  m i l i t a r y .  

W e ,  a s  e c o n o m i s t s ,  do  n o t  k n o w  h o w  to  f o r e c a s t  m i l i t a r y  d e v e l o p -  
m e n t s .  We  a r e  t h a t  m o d e s t .  

Q U E S T I O N :  D r .  K e e z e r ,  y o u  i n d i c a t e d  t h a t  y o u  f e l t  w e  w e r e  
m o v i n g  t o w a r d  a c o n t i n u e d  e r a  o f  i n f l a t i o n .  W o u l d  y o u  a m p l i f y  a 
l i t t l e  b i t  o n  y o u r  r e a s o n  f o r  t h a t  s t a t e m e n t ?  

D R .  K E E Z E R :  Y e s ,  I w i l l  b e  d e l i g h t e d .  I t h i n k  I p r o b a b l y  s a i d  
t h a t  t o o  f a s t  a n d  t o o  f o r m a l l y .  M y  o w n  g u e s s  i s  t h a t ,  o v e r  t h e  p e r i o d  
w i t h  w h i c h  I a m  g o i n g  to  b e  g r e a t l y  c o n c e r n e d ,  w e  a r e  n o t  g o i n g  to  
h a v e  a v i o l e n t  r u n a w a y  i n f l a t i o n - - w e  h a v e  t o o  m u c h  p r o d u c t i o n  c a p a c -  
i t y  i n  t h i s  c o u n t r y  f o r  t h a t .  W e  h a v e  s o  m u c h  c a p a c i t y  t o  p r o d u c e  
e v e r y t h i n g  t h a t  I t h i n k  y o u  h a v e  a c o n s t a n t  d a m p e r  on  r u n a w a y  i n f l a t i o n .  
B u t  we  h a v e  a b u i l t - i n  i n f l a t i o n a r y  f a c t o r  i n  t h i s  e c o n o m y  i n  w h i c h  I 
d o n ' t  s e e  a n y  i m m e d i a t e  c h a n g e .  T h a t  i s  t h e  c o n t i n u i n g  r o u n d  of  w a g e  
i n c r e a s e s .  We h a v e  w h a t  i s  s o m e t i m e s  c a l l e d  a c o s t - p u s h  t y p e  of  i n -  
f l a t i o n .  
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A f e w  d a y s  a g o  we  w e r e  t a l k i n g  in  o u r  o f f i c e  w i t h  s o m e  of  t h e  
p e o p l e  in  t h e  s t e e l  i n d u s t r y .  I t h i n k  i t  w o u l d  b e  s a f e  to  s a y  t h a t  t h a t  
i n d u s t r y  n o w  in  i t s  o p e r a t i o n s  i s  b e i n g  d o m i n a t e d ,  a n d ,  in  a s e n s e  t h e  
e c o n o m y  a s  a w h o l e ,  b y  t h e  e x p e c t a t i o n  of  t he  o p e n i n g  of  t h e  w a g e  
c o n t r a c t s  in  s t e e l ,  a n d  o n e  of  t w o  t h i n g s  h a p p e n i n g - - e i t h e r  h a v i n g  a 
s t r i k e ,  o r  a v e r y  s i z a b l e  i n c r e a s e  i n  w a g e s .  T h e  p e o p l e  w i t h  w h o m  
we  w e r e  t a l k i n g  w e r e  n o t  l i g h t h e a d e d ,  a n d  s a i d  t h a t ,  i f  t h e y  w e r e  
m a k i n g  b o o k  on  i t ,  i t  w o u l d  be  3 to  1 t h a t  s o o n e r  o r  l a t e r  y o u  w i l l  g e t  
a v e r y  s u b s t a n t i a l  w a g e  i n c r e a s e  in  s t e e l .  T h a t  w i l l  b e  f l o a t e d  off  
a l m o s t  i m m e d i a t e l y  in  p r i c e  i n c r e a s e s .  T h a t  i s  o n e  e l e m e n t  i n  t h e  
c o s t - p u s h  v i e w .  

I h o p e  n o t h i n g  I s a y  h e r e  h a s  a n y  m o r a l  o v e r t o n e s .  I t  i s  i n  t h a t  
a r e a ,  I t h i n k ,  t h a t  y o u  h a v e  a b u i l t - i n  s i t u a t i o n ,  w h e r e  y o u  a r e  g o i n g  
to  g e t  a p u s h  o n  p r i c e s ,  a p u s h  on  c o s t ,  a p u s h  o n  p r i c e s ,  w h i c h  w i l l  
b e  f l o a t e d  of f  i n  i n c r e a s e d  p r i c e s .  T h a t  i s  a m o r e  o r  l e s s  c o n t i n u i n g  
p r o c e s s  i n  t h e  i m m e d i a t e  f u t u r e .  T h a t  i s  t h e  e s s e n t i a l  e l e m e n t  o f  
t h e  t h i n g .  

Q U E S T I O N :  S i r ,  I w a s  s o m e w h a t  s u r p r i s e d  to  s e e  t h e  r e l a t i v e l y  
m o d e s t  f i g u r e s  in  s t e e l .  A s  I r e m e m b e r ,  i t  w a s  s o m e t h i n g  l i k e  30 
p e r c e n t  on  y o u r  c h a r t .  We h a v e  b e e n  l e d  to  b e l i e v e  t h a t  s t e e l  m a k e s  
t h e  w h e e l s  t u r n .  W o u l d  you  c o m m e n t  a l i t t l e  b i t  on  w h y  t h e  i n c r e a s e  
i s  n o  g r e a t e r ?  

D R .  K E E Z E R :  W e l l ,  I d o n ' t  k n o w  t h a t  I c a n  s a y  a n y t h i n g  t h a t  w i l l  
b e  p a r t i c u l a r l y  i l l u m i n a t i n g ,  b e y o n d  t h e  f a c t  t h a t  we  h a v e  a v e r y  l a r g e  
c a p a c i t y  a t  t h e  p r e s e n t  t i m e ,  a n d  t h e  p e r c e n t a g e  i n c r e a s e  o f  t h a t  
a m o u n t  w o u l d b e  s o m e w h e r e  in  t h e  m a g n i t u d e  of  35 m i l l i o n  i n g o t  t o n s  
o f  s t e e l ,  a c c o r d i n g  to  o u r  c a l c u l a t i o n s - - I  s h o u l d  s a y  a p p r o x i m a t e l y .  
We  e x p e c t  a l l  k i n d s  o f  o t h e r  n e w  m e t a l s  to  b e  u s e d .  T h i s  i s  n o t  p r i -  
m a r i l y  a s u b s t i t u t i o n  p r o c e s s .  I t  i s  o u r  c a l c u l a t i o n  t h a t  an  i n c r e a s e  
of  t h a t  m u c h  w o u l d  t a k e  c a r e  of  t h e  r e q u i r e m e n t s .  

Q U E S T I O N :  D r .  K e e z e r ,  we  m i g h t  b e  b e a t i n g  t h a t  t o p i c  t o  d e a t h .  
I w o n d e r  i f  we  c a n  go b a c k  to  t h a t  s a m e  c h a r t .  T h e  a u t o  a n d  t r u c k  
i n d u s t r y  s h o w e d  a r e l a t i v e l y  low e x p a n s i o n ,  y e t  t h e  p e t r o l e u m  i n d u s t r y  
w e n t  u p  a b o u t  80 o r  90 p e r c e n t .  T h e r e  s e e m s  to  b e  a d i s c r e p a n c y  i n  

that f i g u r e .  

D R .  K E E Z E R :  I d o n ' t  t h i n k  t h e r e  i s  n e c e s s a r i l y  a d i s c r e p a n c y .  
Y o u  g e t  r e p l a c e m e n t  of  a u t o m o b i l e s .  Y o u  g e t  g r e a t e r  i n d u s t r i a l  u s e .  
I t  d o e s n ' t  s e e m  to  m e  t h a t  y o u  h a v e  to  m u l t i p l y  t h e  c a p a c i t y  of  t h e  
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automobile-producing industry one for one for petroleum to get a 
comparable use. We contemplate further use, more industrial use. 
I think that is the explanation. That is the essence of it. I don't 
think the automotive industry is in line to be one of the great growth 
industries. 

W h e r e  I Live I s p e n d  m y  w e e k e n d s  in  a t r a f f i c  j a m .  S o m e t h i n g  
h a s  got  to  be  done ,  w h i c h  we wi l l  have  to  e x p e c t ,  n a t u r a l l y .  We h a v e  
no p l a c e  to  put  t h e s e  t h i n g s .  

Q U E S T I O N :  D o c t o r ,  in  y o u r  f o r m e r  r e m a r k s  you  p r e t t y  w e l l  
d e v e l o p e d  t h i s  c r e e p i n g  m o r a l  and  p h y s i c a l  d e g e n e r a t i o n  of the  
A m e r i c a n  p u b l i c .  When  t h i s  w o r k  w e e k  c o m e s  d o w n  to 30 o r  25 h o u r s ,  
I t h i n k  t h e r e  a r e  s t i l l  go ing  to be  m a n y  m i l l i o n s  of A m e r i c a n s  wi th  
e n o u g h  g e t - u p - a n d - g o  to  ge t  out  and  ho ld  down,  no t  1 o r  2 jobs ,  bu t  
m a y b e  3 j obs .  Wha t  i s  t h i s  g o i n g  to do w i th  the  s c h e m e  of t h i n g s  in  
1970 if  I a m  r i g h t ?  

DR.  K E E Z E R :  I c o n f e s s  t ha t  w h e n  I t a l k e d  abou t  t h i s  t h ing ,  I 
t h i n k  I o v e r d i d  i t .  You j u s t  t h i n k  of the  p o t e n t i a l i t i e s ,  h a v i n g  as  m a n y  
p e o p l e  as  we h a v e  w i t h  v a c a n t  h e a d s  h a v i n g  m o r e  v a c a n t  h o u r s ,  and  
you  h a v e  s o m e t h i n g  to c o n j u r e  wi th .  I d o n ' t  know w h e r e  you  l i ve .  I 
l i ve  in  New Y o r k  Ci ty .  I w i t h d r a w  tha t  r e m a r k .  

I was  r e a d i n g  on ly  l a s t  n igh t  the  n u m b e r  of f a m i l i e s  we h a v e  w i t h  
two  w o r k e r s  in  the  f a m i l y ,  and  i t  i s  an  i m p o s i n g  n u m b e r .  You t a k e  
m e  too  f a r  i n to  the  r e a l m  of m o r a l  p h i l o s o p h y .  I t h i n k  I w i l l  g e t  out  
of t h e r e .  

I was simply indicating that you, as military people, can tell me. 
I can't tell you. Do these people come in good and rugged, and have 
they had the kind of backgrounds you expected? Have they ridden 
everywhere? Don't you first have to convert them into fairly vigorous 
human beings? I don't know. I am asking you. 

As  I s ay ,  I t h i n k  I w i l l  p a s s  t h a t  one .  I a m  s u r e  I w o u l d  s a y  s o m e -  
t h ing ,  and  j u s t  a s  q u i c k  as  I s a i d  i t  I w o u l d  s a y ,  " I  w i s h  I d i d n ' t  s a y  i t .  " 

Q U E S T I O N :  I a m  r e f e r r i n g  to  y o u r  c h a r t  t h a t  s h o w e d  the  d e c r e a s -  
i n g  p o w e r  c o s t  p e r  u n i t  a n d  the  i n c r e a s i n g  l a b o r  c o s t .  As  I u n d e r s t o o d  
you ,  you  i n f e r r e d  f r o m  t h i s  c h a r t  t ha t  t h i s  w a s  a t r e n d  t o w a r d  a u t o m a -  
t i on ,  c a u s e d  by  a h i g h  c o s t  of l i v ing .  
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W o u l d  t h i s  no t  i n d i c a t e  t h a t  y o u  w o u l d  g e t  s o m e  c o n s i d e r a b l e  r e -  
s i s t a n c e  o n  t he  p a r t  of  o r g a n i z e d  l a b o r  to  t h i s  i n c r e a s e d  t r e n d  t o w a r d  
a u t o m a t i o n ?  W o u l d  t h i s  i n c r e a s e  t h e  o u t p u t ?  

D R .  K E E Z E R :  Y ou  g e t  a c e r t a i n  a m o u n t .  A s  I s tu .dy  t h e  s i t u a t i o n ,  
t h e  a t t i t u d e s  of l a b o r  u n i o n s  a n d  t h e  a t t i t u d e s  of  l a b o r  l e a d e r s  v a r y  
s o m e w h a t .  I t h i n k  y o u  w o u l d  g e t  a c e r t a i n  a m o u n t  of  v a r i a t i o n .  I t  i s  
t o  t h e  g r e a t  g l o r y  of t h e  w h o l e  i d e a  of  A m e r i c a n  l a b o r  t h a t  t h e y  h a v e  
n o t  r e s i s t e d ,  e x c e p t  in  a v e r y  l i m i t e d  w a y ,  t h e  c h a n g e s  in  t e c h n i q u e .  
I t h i n k  y o u  g e t  d e m a n d s  f o r  h i g h e r  w a g e s  to  o f f s e t  t h i s ,  r a t h e r  t h a n  
r e s i s t a n c e  to  h a v i n g  i t  d o n e .  Y o u  w i l l  h a v e  s o m e  of  b o t h .  I t h i n k  
y o u  h a v e  h a d  b o t h .  

Q U E S T I O N :  I h e s i t a t e  to  s o u n d  a p e s s i m i s t i c  n o t e ,  a p e s s i m i s t i c  
w a r n i n g ,  b u t  I c a n ' t  r e f r a i n  f r o m  t h i n k i n g  of c e r t a i n  p o r t i o n s  of  y o u r  
p r e s e n t a t i o n  w h i c h  r e m i n d e d  m e  of  s o m e  t h i n g s  I h e a r d  in  m y  c h i l d -  
h o o d  in  t h e  t w e n t i e s .  I h e s i t a t e  to  a s k ,  b u t  c a n  y o u  t e l l  u s  w h y  we  
c a n  b e  m o r e  o p t i m i s t i c  t h a t  t h e  f u t u r e  w i l l  b e  g o i n g  u p  n o w  t h a n  w e  
c o u l d  in  t h e  C o o l i d g e  a n d  H o o v e r  e r a ?  

D R .  K E E Z E R :  W e l l ,  i f  y o u  w i l l  i n v i t e  m e  b a c k  a n o t h e r  t i m e ,  
t h a t  i s  a s u b j e c t  on  w h i c h  I c a n  r e a l l y  go  t o  t o w n .  I t  i s  a v e r y  s u b -  
s t a n t i a l  s u b j e c t .  T a k e  j u s t  t h e  q u e s t i o n ,  i f  y o u  w i l l ,  of  b u s i n e s s  m a n -  
a g e m e n t  a n d  c a p i t a l  i n v e s t m e n t .  You  h a v e  a n  i n f i n i t e l y  m o r e  c o m -  
p e t e n t  m a n a g e m e n t  t o d a y  t h a n  you  h a d  20 y e a r s  a g o .  W h a t  u s e d  to  
k n o c k  t h i s  e c o n o m y  u p  a n d  d o w n  f a r  m o r e  t h a n  a n y  o t h e r  s i n g l e  t h i n g  
w e r e  t h e  f l u c t u a t i o n s  in  b u s i n e s s  i n v e s t m e n t  u p  a n d  d o w n .  

E i g h t  y e a r s  a g o  in  m y  o f f i c e  w e  s t a r t e d  to  m a k e  s u r v e y s  of  b u s i -  
n e s s  p l a n s  f o r  c a p i t a l  i n v e s t m e n t .  O n e  of  t he  q u e s t i o n s  w a s :  H o w  
m a n y  y e a r s  a h e a d  do  y o u  p l a n  y o u r  i n v e s t m e n t s ?  E i g h t  y e a r s  a g o  
t h e r e  w e r e n ' t  a h a n d f u l  of  c o m p a n i e s  t h a t  h a d  a n y  p l a n s  b e y o n d  t h e  
p r e s e n t  y e a r .  M o s t  of  t h e m  d i d n ' t  h a v e  p l a n s  b e y o n d  t h e  p r e s e n t  
m o n t h .  

L a s t  y e a r  87 p e r c e n t  of  t h e  C o m p a n i e s  a n s w e r e d  t h a t  p a r t i c u l a r  
q u e s t i o n .  T h e r e  w e r e  m a n y  c o m p a n i e s  t h a t  c o u l d  a c t u a l l y  g i v e  u s  
e s t i m a t e s  of  t h e i r  p l a n s  f o r  c a p i t a l  i n v e s t m e n t  s o m e  y e a r s  a h e a d .  
T h a t  i s  a m a j o r  c h a n g e .  A n o t h e r  t h i n g ,  w h a t  I c a l l  a d i r e c t  r e s e a r c h  
r e v o l u t i o n ,  m e a n s  t h e  s t u f f  i s  c o m i n g  ou t  s o  f a s t  t h a t  b u s i n e s s  m a n -  
a g e m e n t  c a n ' t  s i t  b a c k  a n d  r e s t .  

S o m e b o d y  s a i d  to  m e  r e c e n t l y ,  " D o e s n ' t  i t  m e a n  a l o t  o f  u p s  a n d  
d o w n s ? "  I s a i d ,  " I f  y o u  a r e  k i c k i n g  s o m e b o d y  f a s t  e n o u g h  i t  l o o k s  a s  
t h o u g h  y o u  a r e  s h o v i n g  h i m .  " 
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I t  u s e d  to  be  t he  m a n a g e r  w e n t  a h e a d  l o o k i n g  r i g h t  a h e a d  of  h i m .  
N o w  h e  h a s  a t  l e a s t  one  e y e  on  t h e  d i s t a n t  h i l l s ,  b e c a u s e  he  i s  r e a s o n -  
a b l y  c o n f i d e n t  w e  a r e  g o i n g  to  g e t  o v e r  t h e r e .  I h a v e  h a d  a n y  n u m b e r  
o f  b u s i n e s s  e x e c u t i v e s  s a y  t o  m e ,  " W e  a r e  p e r f e c t l y  a w a r e  w e  a r e  n o t  
g o i n g  to  be  a b l e  to  u s e  a l l  t h i s  c a p a c i t y  a l l  t h e  t i m e  o v e r  t h e  n e x t  t e n  
y e a r s ,  b u t  i n  t h e  f u t u r e  we  a r e  g o i n g  to  n e e d  i t ,  a n d  w e  a r e  g o i n g  to  
p u t  i t  i n t o  p l a c e .  " 

T h a t  i s  o n l y  i n  t h e  f i e l d  of  b u s i n e s s  i n v e s t m e n t .  I t h i n k  t h e  w a y  
i n c o m e  i s  d i s t r i b u t e d - - I  w i s h  I h a d  m o r e  a n d  o t h e r  p e o p l e  h a d  l e s s  
b u t  i t  d o e s n ' t  w o r k  ou t  t h a t  w a y - - y o u  h a v e  a v e r y  b r o a d  b a s i s .  P e o p l e  
k e e p  s a y i n g  to  m e ,  " A r e n ' t  p e o p l e  g o i n g  to  g e t  s u r f e i t e d ?  A r e n ' t  
t h e y  g o i n g  to  g e t  f e d  up ,  a n d  s a y ,  ' P l e a s e ,  I d o n ' t  w a n t  a n o t h e r  a u t o :  
m o b i l e ? ' "  T h e  S u r v e y  C e n t e r  at  t h e  U n i v e r s i t y  of M i c h i g a n ,  t h e  o n l y  
p l a c e  I k n o w  of  t h a t  s t u d i e d  t h i s  w i t h  s o m e  p r e t e n s e  to  a s c i e n t i f i c  a i r ,  
c o u l d  f i n d  n o  e v i d e n c e  t h a t  t h e  A m e r i c a n  f a m i l y  g e t s  t i r e d  o f  h a v i n g  
m o r e .  T h a t  i s  r a t h e r  s u r p r i s i n g ,  b u t  t h a t ' s  t h e  w a  5 i t  i s .  

Y o u  h a v e  a b u i l t - i n  s c h e m e .  W e  t a l k e d  a l i t t l e  b i t  a b o u t  a b u i l t -  
i n  s c h e m e  to  i n c r e a s e  m o n e y  i n c o m e .  L a s t  y e a r  t h e  i n c r e a s e  i n  t h i s  
g r o s s  n a t i o n a l  p r o d u c t  I w a s  t a l k i n g  a b o u t  w a s  a c c o u n t e d  f o r  b y  w a g e  
a n d  s a l a r y  i n c r e a s e s .  I t  w a s  a b o u t  14 b i l l i o n  d o l l a r s .  A s  l o n g  a s  
p e o p l e  w a n t  t o  s p e n d  t h a t  m u c h ,  I t h i n k  y o u  c a n  do  o n e  of  t w o  t h i n g s - -  
y o u  c a n  b e  r a t h e r  s a p p y ,  i t  s e e m s  to  m e ,  o r  y o u  c a n  t a k e  a c c o u n t  of  
t h e  c h a n g e s .  

I t h i n k  to  c o m p a r e  t h e  t h i r t i e s - - o f  c o u r s e  y o u  w e r e  t o o  y o u n g  
t h e n  to  r e a l l y  u n d e r s t a n d  w h a t  w a s  g o i n g  o n - - t o  t h e  p r e s e n t  d a y  i s  a 
m i s t a k e .  I t h i n k  one  d a n g e r  i s  i n  b u s i n e s s  i n v e s t m e n t ,  w h i c h  i s ,  i n  
a s e n s e ,  a t h i n g  w e  f o l l o w  m o s t  c l o s e l y .  B u t  y o u  h a v e  a n e w  f o r c e  
h e r e .  I d o n ' t  a r g u e  f o r  a m i n u t e  t h a t  we  a r e  g o i n g  u p  t o  1970 on  a 
c o n t i n u i n g  b e a u t i f u l  u p w a r d  t u r n .  We a r e  g o i n g  to  h a v e  u p s  a n d  d o w n s .  

T w o  t h i n g s  I t h i n k  m o s t  c l e a r l y  a r e  o u t  o f  c o n t r o l .  W e  d o n ' t  k n o w  
m u c h  of  a n y t h i n g  a b o u t  w h a t  to  do  a b o u t  c o n t r o l  of  b u s i n e s s  i n v e n t o r i e s .  
I n  t h i s  p o s t w a r  p e r i o d  t h e r e  h a v e  b e e n  t w o  g r e a t  p r o d u c e r s  of  b u s i n e s s  
f l u c t u a t i o n s :  F i r s t ,  d e f e n s e  e x p e n d i t u r e s ;  s e c o n d ,  i n v e n t o r i e s .  A s  
f a r  a s  I c a n  f i g u r e  ou t ,  n o b o d y  r e a l l y  w a n t s  to  do  a n y t h i n g  a b o u t  c o n -  
s u m e r  c r e d i t .  We h a d  a g r e a t  s p l u r g e  l a s t  y e a r  i n  c o n s u m e r  c r e d i t .  
I n  t h e  p r o c e s s  o f  p a y i n g  off ,  t h e r e  w i l l  be  s o m e  l e t u p s .  

I a m  no t  e n v i s a g i n g  a p e r f e c t l y  s m o o t h  r i d e  i n t o  H e a v e n .  T h e r e  
w i l l  b e  s o m e  b u m p s  on  t h e  w a y .  I t  i s  a d i f f e r e n t  s t o r y  t h a n  it  w a s  in  
t h e  t h i r t i e s .  
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Q U E S T I O N :  D r .  K e e z e r ,  I n o t i c e  y o u  p r e d i c t e d  a 200 p e r c e n t  
i n c r e a s e  on e x p e n d i t u r e  f o r  e d u c a t i o n .  I s  t h i s  b a s e d  on  e v e n t u a l  o r  
b e l a t e d  a c t i o n  b y  the  S t a t e s  t h e m s e l v e s ,  o r  d o e s  i t  p r e d i c a t e  s o m e  
s i g n i f i c a n t  F e d e r a l  l o a n  o r  a id  to e d u c a t i o n ?  

DR. K E E Z E R :  I t  i s  b a s e d  p r e t t y  l a r g e l y  on  t h e  f a c t  t h a t  we  a r e  
b r e e d i n g  at  s u c h  a r a t e  t ha t ,  i{ we  g ive  t h e s e  k i d s  a n y  e d u c a t i o n  at  
a l l ,  we  a r e  g o i n g  to  ge t  an  e n o r m o u s  i n c r e a s e .  I t  h a s  no t  r e a c h e d  
the  d e g r e e  of  r e f i n e m e n t  as  to w h e t h e r  we  w i l l  h a v e  F e d e r a l a i d .  T h a t  
w o u l d  t a k e  u s  i n t o  an  a r e a  w h e r e ,  i f  we  t a l k e d  a b o u t  i t ,  we  w o u l d  
p r o m p t l y  h a v e  s o m e  c o n t r o v e r s y .  It  i s  t h a t  we  w i l l  s p e n d  s o m e  m o r e ,  
a n d  we a r e  g o i n g  to h a v e  an  a w f u l  lo t  m o r e  p e o p l e  to  s p e n d  i t  on .  T h a t  

i s  w h a t  i t  i s  b a s e d  on, e s s e n t i a l l y .  

Q U E S T I O N :  One  of y o u r  a s s u m p t i o n s  w a s  t h a t  t he  c o m p e t i t i v e  
b u s i n e s s  s y s t e m  w o u l d  no t  be  h a m s t r u n g  b y  p o l i t i c a l  i n t e r v e n t i o n .  
W i l l  y o u  g ive  u s  s o m e  p i c t u r e  of t he  p o l i t i c a l  i n t e r v e n t i o n  y o u  a r e  
t a l k i n g  a b o u t  ? 

DR. K E E Z E R :  Y e s .  T h e r e  w e r e  t w o  y e a r s  r u n n i n g  a r o u n d  1948 
a n d  1949, o r  I t h i n k  i t  w a s  1946 and  1947, w h e n  t h e r e  w a s  a b i l l  i n -  
t r o d u c e d  in  C o n g r e s s  to h a v e  the  G o v e r n m e n t  b u i l d  i n d u s t r i a l  p l a n t s  
f o r  t he  p u r p o s e  of s t a b i l i z a t i o n .  T h e n  we  h a d  t h i n g s  go d o w n  a l i t t l e  
in  1948 a n d  1949. So the  s a m e  b i l l  c a m e  b a c k  w i t h  a n e w  p r e a m b l e .  
T h i s  w a s  to  h a v e  the  G o v e r n m e n t  b u i l d  i n d u s t r i a l  p l a n t s  a n d  s o o n e r  
o r  l a t e r  r u n  t h e m  f o r  t he  p u r p o s e  of  p r o m o t i n g  b u s i n e s s  r e c o v e r y .  
T h e  b i l l  d i d n ' t  ge t  p a s s e d  b e f o r e  we h a d  r e c o v e r y .  So t h e  s a m e  b i l l  
c a m e  in  a g a i n ,  a s  the  t r o u b l e  d e v e l o p e d ,  to  h a v e  the  G o v e r n m e n t  
b u i l d  p l a n t s  f o r  d e f e n s e  p u r p o s e s .  

You  h a v e  a g r o u p  t h a t  f e e l s  t h e r e  s h o u l d  be  m u c h  m o r e  d i r e c t  
G o v e r n m e n t  o p e r a t i o n  in  i n d u s t r y .  You h a v e  the  c h r o n i c  v i e w ,  w h i c h  
i s  r a t h e r  w e a k ,  t h o u g h  i t  i s  f i r m ,  to  m a k e  p r o f i t s .  T h a t  is  a c o n -  
s i d e r a b l e  s o u r c e  of f u n d s  to k e e p  go ing .  

T o  t e l l  t he  s t o r y ,  i t  w o u l d  be  a l o n g  s t o r y .  M y  own g u e s s  of 
w h a t  we  a r e  do ing  p o l i t i c a l l y  u n d e r  t he  i m p a c t  of  t h i s  k i n d  of d e v e l o p -  
m e n t  i s  t h a t  b o t h  p a r t i e s  t e n d  to  m o v e  t o w a r d  the  c e n t e r .  B u t  I t h i n k  
to  s p e c i f y  in s o m e  d e t a i l  w o u l d  be  q u i t e  a job.  I t  w o u l d  be  w h e t h e r  
you  c o u l d  h a v e  i t  in  the  f o r m  of t he  v i e w  t h a t  i s  a l w a y s  e x t e n s i v e  and  
p o w e r f u l ,  t h a t  t h e  w i s e  t h i n g  i s  to b r e a k  up  the  b ig  b u s i n e s s  u n i t s .  
T h a t  i d e a  i s  a l w a y s  w i t h  u s .  You c a n ' t  s a y  p e r  se  t h a t  i t  i s  a s i l l y  
i d e a .  You c a n  e n v i s a g e  a s i t u a t i o n  w h e r e  p e o p l e  s a y  we  a r e  g o i n g  to  
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b r e a k  u p  t h e s e  u n i t s .  A s  I p o i n t e d  ou t ,  i t  s e e m s  to  m e  i n e v i t a b l e  t h a t  
t h e s e  l a r g e r  u n i t s  a r e  d o i n g  m o s t  of  t h e  r e s e a r c h  a n d  d e v e l o p m e n t .  
M a y b e  y o u  c a n  do i t  w i t h  s m a l l e r  u n i t s  a n d  g e t  t he  s a m e  r e s u l t .  T h a t  
m i g h t  be  t h e  c h a n g e  I a m  t a l k i n g  a b o u t .  

I d o n ' t  k n o w  t h a t  t h a t  i s  m u c h  of  a n  a n s w e r .  A g o o d  one  w o u l d  
t a k e  q u i t e  a l o n g  t i m e ,  a n d  m i g h t  n o t  b e  g o o d  a t  a l l .  

C A P T A I N  WRIGHT: I n  v i e w  of  t h e  f a c t  t h a t  D r .  K e e z e r  h a s  to  
c a t c h  a n  e a r l y  p l a n e ,  we  w i l l  s t o p  t h e  q u e s t i o n  p e r i o d .  

DR. K E E Z E R :  M a y  I s a y  o n e  m o r e  t h i n g ?  If  y o u  a r e  u p  in  N e w  
Y o r k  a n d  a n y  of  y o u  w a n t  t o  p u r s u e  t h i s  s u b j e c t ,  p a r t i c u l a r l y  f r o m  
t h e  p o i n t  of  v i e w  of  h o w  i t  i n f l u e n c e s  y o u  a n d  a f f e c t s  y o u  i n  y o u r  
m i l i t a r y  c a p a c i t y ,  c o m e  on  in  a n d  w e  w i l l  be  d e l i g h t e d  to  s e e  y o u .  

C A P T A I N  WRIGHT: O n  b e h a l f  of  t h e  C o l l e g e  I w a n t  t o  t h a n k  y o u  
f o r  a v e r y  i n t e r e s t i n g  a n d  i n f o r m a t i v e  p e r i o d .  

(4 Apr 1956--450)O/Ijt 
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