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ECONOMIC INDICATORS 

19 S e p t e m b e r  1960 

GEN. MUNDY: One of the add i t iona l  dut ies  a s s i g n e d  to the C o m m a n d -  

ant  of th is  i n s t i t u t i on  i s  tha t  of be ing  the o f f ic ia l  D e p a r t m e n t  of Defense  

l i a i son  r e p r e s e n t a t i v e  to the Na t iona l  I n d u s t r i a l  C o n f e r e n c e  Board .  I ' m  

s u r e  tha t  m o s t  of you have h e a r d  of th i s  d i s t i n g u i s h e d  group,  for  in m y  

opinion t hey  a r e  the honor  r o l l  of Armerican b u s i n e s s ,  and doing a v e r y  

good job for th i s  coun t ry .  

We a r e  fo r tuna te  today  to have  a s  our  speaker the i ,  r c h i e f  E c o n o m i s t ,  

P r o f e s s o r  M a r t i n  I%. Ga insb rugh ,  who wi l l  t a lk  to us  on the sub j ec t  of 

E c o n o m i c  Ind ica to rs .  Th i s  i s  a v e r y  n a t u r a l  fo l low-up,  a v e r y  l og i c a l  

fo l low-up  to the l e c t u r e  tha t  you had l a s t  F r i d a y  on the s u b j e c t  of na t i ona l  

accoun t ing  s y s t e m s  as  m o d e r n - d a y  n e c e s s i t i e s  in our economic  l ife today .  

Now, a l though th i s  i s  P r o f e s s o r  G a i n s b r u g h ' s  s e v e n t h  l e c t u r e  a t  the 

Col lege ,  t h i s  i s  h is  f i r s t  a p p e a r a n c e  on th i s  p l a t f o r m ,  n a t u r a l l y ,  th i s  be ing  

a new bui ld ing .  He has  i n d i c a t e d  in o the r  ways  than jus t  coming  he re  f r e -  

quen t ly  as  a l e c t u r e r  h is  f r i e n d s h i p  and i n t e r e s t  in the Co l l ege .  He has  

been a m e m b e r  of the Boa rd  of A d v i s e r s  of the Col lege  dur ing  m y  i n c u m -  

bency  as  C o m m a n d a n t .  

P r o f e s s o r  G a i n s b r u g h ,  i t ' s  a p l e a s u r e  and a p r i v i l e g e  to we l c om e  

you to th i s  p l a t f o r m  for  your  s even th  l e c t u r e .  

P R O F .  GAINSBRUGH: Thank you, G e n e r a l .  

I t ' s  a de l igh t  to see  one f o r e c a s t  a t  l e a s t - - b e c a u s e  th i s  was  no m o r e  

t h a n  a f o r e c a s t  s e v e n  or  ten  y e a r s  a g o - - t a k e  p r a c t i c a l  and p h y s i c a l  f o r m .  



I a m  s t i l l  o v e r c o m e  with  the r e a l i t y  of the Col lege ,  having s e e n  i t  i n i t i a l l y  

on ly  in  t a lk  f o r m  and then in pape r  f o rm .  As I s a id  to the  G e n e r a l  t h i s  

morn ing ,  I have only  one s m a l l  e l e m e n t  of c o n c e r n  now tha t  I have s e e n  

the Col lege ,  and tha t  is  t ha t  a f t e r  you have lef t  the i v y - c o v e r e d  ha l l s ,  

how can we keep you i n  the s t y l e  to which  you 've  g rown a c c u s t o m e d ?  

I ' m  going to ta lk  with you about the s a m e  topic  to which I have 

devoted  such  c o m m e n t s  as  I have with  th i s  s tuden t  body over  the pa s t  s e v e n  

y e a r s .  Desp i t e  the l abe l  tha t  m a y  have  been g iven to th i s  p a r t i c u l a r  ta lk ,  

m y  a s s i g n m e n t ,  as  I r e g a r d  it ,  i s  to d i s c u s s  wi th  you the c u r r e n t  b u s i n e s s  

outlook.  And th i s  is  p e r h a p s  the m o s t  h a z a r d o u s  p u r s u i t  of m y  p r o f e s s i o n .  

But I r e g a r d  e c o n o m i s t s  a s  expendab le .  

Th i s  i s  b u d g e t - m a k i n g  t ime  for  A m e r i c a n  i n d u s t r y .  Th i s  i s  the t i m e  

in which they  a r e  dec id ing  whe the r  to cont inue t h e i r  i n v e s t m e n t  expans ion  

p r o g r a m  for  1961, or  whe the r  in  the l ight  of the g rowing  u n c e r t a i n t i e s  of 

the pa s t  s ix  or  e ight  weeks ,  to s t a r t  cu t t ing  back on s o m e  of t h e i r  expans ion  

p r o g r a m s .  And t h e y  need  a l l  the help t hey  can  get  f r o m  the b u s i n e s s  a n a l -  

y s t  and the b u s i n e s s  e c o n o m i s t .  

So I want  to r e v i e w  wi th  you our c u r r e n t  economic  s i tua t ion ,  u s ing  

one of the be s t  too ls  tha t  the  e c o n o m i s t  has  thus  f a r  dev i sed ,  not on ly  for  

the po l i cy  m a k e r s  in Washington ,  but a l so  for  the b u s i n e s s m a n - - u s i n g  

economic  i n d i c a t o r s ,  the l a t e s t  ed i t ion  of e conomic  i n d i c a t o r s - - A u g u s t ,  

1960. You make  c e r t a i n  tha t  you have that ,  and a pen or  p e n c i l  handy  so 

we can  quote s o m e  l a t e r  f i g u r e s  f rom those  tha t  a r e  in the economic  ind i -  

cators. 



We have the bes t  s y s t e m  of economic  i n t e l l i g e n c e  of any  na t ion  in 

the wor ld .  We a l r e a d y  have at  our  c o m m a n d  not only  the f igu res  for  June 

and July,  but a l so  for  August;  and in some  i n s t a n c e s  we can begin  to spec -  

u la te  p r o d u c t i v e l y  about the i n d i c a t o r s  for  the t h i r d  q u a r t e r  and for  the 
need 

mon th  of Sep tember .  So you willAthat , e conomic  i n d i c a t o r s ,  pen or  pencil~ 

and 20-20 v i s ion  he lps  too.  

Le t  me t e l l  you a bi t  about  th i s  document  while  y o u ' r e  f e r r e t i n g  i t  

out. This  " E c o n o m i c  I n d i c a t o r s "  was begun by the Counci l  of E c o n o m i c  

A d v i s e r s  to be of a s s i s t a n c e  to i ts  own staff ,  to the m e m b e r s  of the Counci l ,  

in d e t e r m i n i n g  the c u r r e n t  pos i t ion  of the economy.  They  s t a r t e d  a s s e m b l i n g  

p e r t i n e n t  bodies  of data and ~ h a r t i n g  t hem.  

In d i s c u s s i n g  the na t iona l  e c o n o m y  with the  P r e s i d e n t ,  they  v e r y  
and c h a r t s ,  

f r e q u e n t l y  b rought  a long these  data^ and it  wasn ' t  too long be fo re  the P r e s -  

ident  was being suppl ied  and the Execu t ive  Office was being s u p p l i e d  th is  

m a t e r i a l  on a r e g u l a r  m o n t h l y  b a s i s .  M e m b e r s  of C o n g r e s s  h e a r d  of i t  

next  and a sked  that  copies  be p l aced  at  t h e i r  d i sposa l .  Then,  having seen  

the document ,  they  were  convinced  tha t  i t  ought to become  a publ ic  document ;  

and s u b s c r i p t i o n s  to it  have been r i s i n g  s t e a d i l y  eve r  s ince .  I t ' s  the bes t  

buy that  I know o f  in the f ie ld  of e c o n o m i c s  for  two d o l l a r s  pe r  y e a r ,  

p e r h a p s  one of our  bes t  in f l a t ion  hedges .  

L e t ' s  s t a r t  at  the v e r y  beginning,  i f  you will ,  by looking at  the tab le  

to the 
of con ten t s  and see ing  how wel l  g e a r e d  th is  document  isAanswer~three ques -  

t~'ons involved  in the out look.  I c o m m e n d  a l l  t h r ee  ques t ions  to you in 

your  c u r r e n t  a p p r a i s a l  of where  our  na t i ona l  e c o n o m y  s t ands  as we move  



i n to  t h e  f a l l  of 1960. 

The  f i r s t  q u e s t i o n  i n v o l v e d  in  the  ou t look  i s ,  W h e r e  a r e  we ? J u s t  
where 

exactly/~are we in terms of the business cycle as best that can be deter- 

mined? It's not unusual for economists to differ about where the economy 

may be going. It is unusual to have as much conflict within our fraternity 

as we have at the moment about where we are. The first question involved 

in the outlook-~ (t's not always to find an answer to it--is, Where are we, 

on the basis of the best factual evidence available? That determination 

of current position grows even more difficult in a year divisible by four. 

The first question, then, is, Where are we? 

The second question involved in the outlook is, How did we get where 

we are? What are the forces which have brought us to our current position? 

What are the expansionary forces~ what are the contraction forces, at 

work? Where are we? How did we get where we are ? 

Then, and only then, it is my contention, are you in a position to 

deal with the third question: Where do we go from here? 

Let's explore all three questions in the time at our disposal this 

morning. Where are we? How did we get where we are? Much of the 

answers to those two questions applies to the third question--Where do 

we go from here? 

Now, turning to the table of contents: The table of contents is set 

up so that it throws light on all three of those questions. For instance, 

I want to discuss with you, first, some of the best measures available 

for the determination of current position. I suggest that you label these 
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as  t h e r m o m e t e r s .  And we wi l l  look at  t hese  t e m p e r a t u r e  r e a d i n g s  as  of 

Sep tember ,  1960. Among the bes t  t h e r m o m e t e r s  that  m y  f r a t e r n i t y  has  

been  able to devise  thus  f a r  a r e  the fol lowing:  

No. 1, f i r s t  and f o r e m o s t ,  page 2, g r o s s  na t i ona l  product ,  about  

which you have been  h e a r i n g  f r o m  Pau l  M c C r a c k e n ,  for  example .  T h a t ' s  

on pag~ 2 and w e ' l l  t u rn  to i t  a l i t t l e  l a t e r .  At the m o m e n t  I want to ind i -  

ca te  the m a j o r  t h e r m o m e t e r s  shown in the tab le  of con ten t s ,  and move  f r o m  

tha t  to the m a j o r  b a r o m e t e r s .  One of the m a j o r  t h e r m o m e t e r s ,  then,  is  the 

output of the USA, the t o t a l  output of the USA, as  r e f l e c t e d  by our  g r o s s  

na t i ona l  p roduc t .  

The second  t h e r m o m e t e r ,  not  to be o v e r l o o k e d  in the l ight  of the 

e m p h a s i s  upon the bad news r e c e n t l y ,  is  s o u r c e s  of p e r s o n a l  i ncome ,  our  

p e r s o n a l  i ncome  f igures .  Those  a r e  shown on page 4. Tha t ' s  the second  

t h e r m o m e t e r .  

The t h i r d  t h e r m o m e t e r - - d e t e r m i n a n t  of c u r r e n t  p o s i t i o n - - e m p l o y -  

m e n t  and unemploymen t ,  s t a tus  of the l abor  fo rce ,  page 11. T h a t ' s  t h e r -  

m o m e t e r  3. 

The four th  t h e r m o m e t e r - t h e  index of i n d u s t r i a l  p r o d u c t i o n - - t h e  

p h y s i c a l  output of the n a t i o n ' s  f a c t o r i e s  and m i n e s .  T h a t ' s  a l r e a d y  a v a i l -  

able  for  the mon th  of August .  

The f if th and s ix th  t h e r m o m e t e r s ,  the p r i c e  t h e r m o m e t e r s .  Pages  

23 and 24. The c o n s u m e r  p r i c e  index and the who lesa l e  p r i c e  index.  

Those  a r e  some  of the m e a s u r e s  that  we wi l l  be looking at  in t r y i n g  

to get  a fix of our  c u r r e n t  pos i t ion .  You wil l  be i n t e r e s t e d  in those .  

5 



You will be even more interested in such tools as we have thus far 

been able to devise that have barometric value, as distinct from the deter- 

minant of current position. And included in these economic indicators 

are several such barometers; and, if time permits, we'll look at the 

barometers as well as the thermometers. 

Among the barometers that I suggest you follow intensively in the 

course of the next few months are these: corporate profits--a highly 

sensitive series. That's on page 8. Expenditures for new plant and equip- 

ment, page 10--another important barometer. Pages 19 and 20, the con- 

award are 
struction series, particularly the ~- series. Housing starts todaYA hous- 

ing expenditures three or six months from today. Heavy engineering 

awards today begin to reflect the probable level of construction activity 

six, nine months from today. They have barometric value--housing starts 

and new construction. 

Perhaps one of the most widely followed barometers in business 

circles--new orders, as they are contained in page 21 in this series lab- 

eled "Sales and inventories." New orders. If there's anything disturbing 

most of the men in industry as they make up their plans for 1961, it is the 

fact that order books throughout 1960 have not come up to their expectations. 

So this series has high barometric value. 

And, lastly, some of you have been anticipating another barometric 

series that seems to be of interest to this audiences year after year-- 

industrial stock prices, on page 30. 

These, then, are some of the measures that are reported on month 

6 



by  m o n t ~ n  th i s  p a r t i c u l a r  document ,  tha t  a r e  f r e q u e n t l y  r e l e a s e d  in  th i s  

documen t  we l l  be fore  they  a r e  made  ava i l ab l e  e l s e w h e r e .  

L e t ' s  s t a r t  f i r s t  wi th  some  c o m m e n t s ,  then,  on our  c u r r e n t  pos i t ion .  

And h e r e  I want  to begin  with  page 16--a  m e a s u r e  tha t  p e r h a p s  is  not  as  f a m i l -  

i a r  to you as  i t  should  b e - - t h e  index  of i n d u s t r i a l  p roduc t ion .  Th i s  i s  the 

m e a s u r e  that  I m o s t  f r e q u e n t l y  c o m m e n t  on i n i t i a l l y  in m y  own a p p r a i s a l  of the 

th i s  thing before  b u s i n e s s  a u d i e n c e s - - t h e  index of i n d u s t r i a l  p roduc t ion ,  as  

p r e s e n t e d  on page 16. 

Th i s  m e a s u r e  p r e s e n t s  in one s ing le  f igure  the t r e n d  in the p h y s i c a l  

o u t p u t - - a n d  tha t  i s  the key  word  to keep in  mind  in  connec t ion  with th i s  

m e a s u r e - - t h e  p h y s i c a l  output of the n a t i o n ' s  f a c t o r i e s  and m i n e s .  You look 

at  page 16 and you wi l l  s ee  in the f i r s t  co lumn the f igure  for  the mon th  of 

Ju ly  109, which,  for  the benef i t  of the un in i t i a t ed ,  m e a n s  tha t  the p h y s i c a l  

output  of the n a t i o n ' s  f a c t o r i e s  and m i n e s  in the m o n ~  of J u l y ,  page 16, 

was  9 p e r c e n t  h ighe r  than  in the ba se  per iod ,  1957. You m a y  want  to jot  

down the o the r  f igure  r e l e a s e d  for  A u g u s t - - I 0 8 .  

If you look at  tha t  s e r i e s  for  the c a l e n d a r  y e a r  1960, you wi l l  see  

t h e r e  s igns  of r e t a r d a t i o n .  P h y s i c a l  output was  a t  i t s  he igh t  in the mon ths  

of J a n u a r y  and F e b r u a r y .  It  held  at  a p la t eau  in the months  t h e r e a f t e r ,  

s e e m e d  to b r e a k  up in the mon th  of May; and then i t ' s  been coas t i ng  a bi t  

downward  in m o r e  r e c e n t  weeks .  

F o r  such  p e r s p e c t i v e  as  i t  m a y  give you, look toward  the top of the 

page and see  t he  g r a p h  of th i s  p a r t i c u l a r  m e a s u r e , -  the index of i n d u s t r i a l  

p roduc t ion .  Note where  the t rough  was  r e a c h e d  in '57 and ' 5 8 - - t h e  r e c e s s i o n .  
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The low point  was r e a c h e d  in Apr i l  of 1958. You o b s e r v e  the t r end  of 

that  l ine upward  un t i l  m i d  1959, then the i n t e r r u p t i o n  by the s t e e l  s t r i k e ;  

then the r e s u m p t i o n ,  which  s t a r t e d  in 1960, of h igh ac t iv i ty ;  and then some  

deg ree  of r e t a r d a t i o n ,  t h e r e a f t e r .  

Th i s  m e a s u r e  has  been  s e i z e d  upon by some  of m y  c o l l e a g u e s  in 

s o m e  i n s t a n c e s  as  an ind ica t ion  tha t  c o n t r a c t i o n  and r e c e s s i o n  began  as  

e a r l y  as  May of 1960. One e m i n e n t  e c o n o m i s t  has  a l r e a d y  s ing l ed  tha t  

p e r i o d  out as  the  t u rn ing  point  in  the b u s i n e s s  cyc l e .  Some o t h e r s  would 

have the t u rn ing  point  back  as  e a r l y  as  la te  1959. 

May I s u g g e s t  in connec t ion  with  such  conc lu s ions  tha t  the p r i m a r y  

r e a s o n  for  the high f i g u r e s  r e a c h e d  in J a n u a r y  and F e b r u a r y  was the 

bu i ld -up  of s t e e l  i n v e n t o r i e s  a f t e r  the s t e e l  s t r i k e ;  and that  the r e t a r d a t i o n  

a t  p r e s e n t  in th is  index f rom M a r c h  th rough  Ju ly  m a y  be m o r e  a m a n i f a s -  

t a t ion  of a r e t u r n  to s u s t a i n a b l e  l eve l s  of p roduc t ion ,  in which  p roduc t ion  

i s  g e a r e d  to consumpt ion ,  r a t h e r  than to the u n s u s t a i n a b l y  high l eve l s  of 

p roduc t ion  in J a n u a r y  and F e b r u a r y ,  when p roduc t ion  was  g e a r e d  not on ly  

to consumpt ion ,  but  to the c a t c h i n g - u p  p r o c e s s  in the s t e e l  i n d u s t r y  so 

fa r  as  s t e e l  i n v e n t o r i e s  a r e  c o n c e r n e d .  But t h e r e  i s  ev idence  he re ,  n e v e r -  

t h e l e s s ,  of r e t a r d a t i o n  as  we move into  the fa l l  of 1960 so f a r  as  the n a t i o n ' s  

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

T h a t ' s  the f i r s t  m e a s u r e  of c u r r e n t  p o s i t i o n - - h i g h - l e v e l  ac t iv i ty ,  

but lo s s  of m o m e n t u m .  Th i s ,  however ,  is  only one of the t h e r m o m e t e r s .  

The second  one I ' d  l ike to exp lo re  with  you is  on page 2 - - t h e  g r o s s  

na t iona l  productL ~ and by th i s  t ime  y o u ' r e  e x p e r t  in concept  and m e a s u r e -  
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meri t ; so  tha t  I don ' t  have to was te  t ime  on such  s i m p l e  th ings ;  b u t  can  

deal  with m a t t e r s  of s u b s t a n c e  r a t h e r  than of f o r m .  

Th is  i s ,  in m y  judgment ,  the s ing le  m o s t  i m p o r t a n t  economic  s t a t i s -  

t ic  in our  s o c i e t y .  I n c r e a s i n g l y ,  not only  those  in g o v e r n m e n t ,  but those  

in  b u s i n e s s ,  a s  wel l  as  the l ay  public ,  i n t e r p r e t  th i s  f i gu re  as  the m o s t  

s ign i f i can t ,  mean ing fu l  f igure  r e l a t i v e  to a g g r e g a t e  economic  changes .  

And t h e r e ,  for  such  c o m f o r t  as  i t  m a y  be to you, not ice  f i r s t  the q u a r t e r l y  

r a t e  of g rowth  in  na t i ona l  output on page 2, the s econd  c o l u m n - - " T o t a l  

g r o s s  na t iona l  product~'  It shows that ,  even in the d i sappo in t ing  second  

q u a r t e r  the do l l a r  va lue  of the n a t i o n ' s  output of goods and s e r v i c e s  was  

h ighe r  than in the f i r s t  q u a r t e r .  It  cont inued  at  peak leve l .  And, in m y  

judgment ,  when the f i g u r e s  a r e  r e l e a s e d  for  the th i rd  q u a r t e r - - a n d  enough 

of the th i rd  q u a r t e r  has  e l a p s e d  so that  we have a p r e t t y  good fix on the 

t h i rd  q u a r t e r - - t h e  to ta l  output of the USA, desp i te  the cu tback  tha t  has  gone 

on in the f a c t o r y  a r e a ,  wi l l  be at  l e a s t  as  high a 's  i t  was  in the s econd  

q u a r t e r .  You can t h e r e f o r e  p o s t  tha t  in about  a month  the figure for  the  

t h i r d  q u a r t e r ,  the g r o s s  na t i ona l  product ,  505, wi l l  have gone at  l e a s t  as  

high as  the second  q u a r t e r .  

Th i s  i s  s i g n i f i c a n t  in and of i t s e l f ,  but le t  me  u n d e r s c o r e  i t s  s i gn i f -  

i c ance  in a d i f f e r en t  way.  One of the r e a s o n s  for  the high l eve l  of a c t i v i t y  

in the f i r s t  q u a r t e r ,  and aga in  in the second  q u a r t e r ,  was the bu i ld -up  of 

i n v e n t o r y .  And we can look at  g r o s s  na t i ona l  product ,  a f t e r  exc lud ing  

i n v e n t o r y  change .  When we do that ,  w e ' r e  looking at  what is  ca l l ed  f ina l  

demand  or  f ina l  p roduc t  u s e - - t h e  goods tha t  a r e  t aken  off the m a r k e t p l a c e  
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f o r  o t h e r  than  i n v e n t o r y  p u r p o s e s .  And t h i s  b e c o m e s  a v e r y  r e v e a l i n g  l ine  of 

a n a l y s i s  a s  we m o v e  in to  f a l l  of 1960. 

• On page  2 you  m a y  want  to no te  t h i s  s i m p l e  b i t  of  a r i t h m e t i c :  In 

the  f i r s t  q u a r t e r  of 1960 we p r o d u c e d  goods  a t  an  a n n u a l  r a t e  of 501.3 .  

A r e  you  a l l  w i th  m e  ? The  s e c o n d  c o l u m n ,  t o t a l  ou tput  of the  USA, q u a r -  

t e r l y  output  a t  an  a n n u a l  r a t e .  Of tha t ,  11.4 b i l l i o n  wen t  in to  i n v e n t o r i e s .  

We w e r e  b u i l d i n g  up i n v e n t o r i e s  a t  an  u n s u s t a i n a b l y  h igh  r a t e  in  the f i r s t  

q u a r t e r .  If you  s u b t r a c t  f r o m  501. 3 b i l l i o n  in  the  f i r s t  q u a r t e r  r a t e  of 

a n n u a l  output  the  11.4 b i l l i o n  t ha t  wen t  in to  i n v e n t o r y ,  you  w i l l  have ,  then ,  

f i n a l  p r o d u c t  d e m a n d  for  p u r p o s e s  o t h e r  than  i n v e n t o r y ,  of 4 8 9 . 9 .  One of 

the  r e a s o n s  fo r  the  h i g h  l e v e l  of a c t i v i t y  in  the  f i r s t  q u a r t e r  was  the e x c e s -  

s i v e l y  h igh  b u i l d - u p  of i n v e n t o r i e s .  N o r m a l l y  we bu i ld  up i n v e n t o r i e s  a t  

p e r h a p s  a 3 - b i l l i o n  or  4 - b i l l i o n  a n n u a l  r a t e .  • In the  f i r s t  q u a r t e r  we w e r e  

b u i l d i n g  t h e m  up a t  t h r e e  t i m e s  the n o r m a l  r a t e .  It  w a s  to be a n t i c i p a t e d  

t h a t  t h i s  r a t e  of i n v e n t o r y  a c c u m u l a t i o n  would  not  go on, cou ld  not  go on. 

Now, in  the  s e c o n d  q u a r t e r  we t u r n  out  goods  a t  an  a n n u a l  r a t e  of 

505 b i l l i o n  d o l l a r s .  Of  tha t ,  5 . 3  b i l l i o n  wen t  in to  i n v e n t o r i e s .  We cut  

b a c k  on the r a t e  of i n v e n t o r y  a c c u m u l a t i o n ,  bu t  i n v e n t o r y  a c c u m u l a t i o n  

w a s  s t i l l  go ing  on, p e r h a p s  e x c e s s i v e l y  so  in  s o m e  i n d u s t r i e s .  In  the  s e c -  

ond q u a r t e r ,  t hen ,  of 1960, end  p r o d u c t  d e m a n d ,  GNP,  m i n u s  the  i n v e n t o r y  

b u i l d - u p ,  c o m e s  to 499 .7  b i l l i o n  d o l l a r s .  No te  the  i n c r e a s e  in  d e m a n d  fo r  

o t h e r  than  i n v e n t o r y  p u r p o s e s  in  the  s e c o n d  q u a r t e r .  

Now, in  the  t h i r d  q u a r t e r - - a n d  one of the  r e a s o n s  for  the  u n c e r t a i n t y  

p r e v a i l i n g  a s  we e n t e r  f a l l - - i n v e n t o r y  d e m a n d  f a l l s  off  to z e r o ;  o r  i n v e n t o r y  
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l iqu ida t ion  m a y  ac tua l l y  have begun.  W e ' r e  not quite c e r t a i n  as  to the 
s ions .  

f ina l  d i m e n / ' .  But what happens  in the t h i r d  q u a r t e r ,  then,  is  tha t  we t u rn  

out 505 b i l l ion  d o l l a r s  wor th  of goods. The i n v e n t o r y  change is  ze ro  at  

bes t .  The end p roduc t  d e m a n d - - g o o d s  t aken  off the m a r k e t p l a c e - - i s  

505 b i l l ion .  Desp i te  our  comp la in t s  about the levelS of a c t i v i t y  in the 

t h i r d  qua r t e r ,  as  in  the f i r s t  and second  q u a r t e r s ,  the demand  by c o n s u m e r s ,  

by b u s i n e s s ,  by gove rnmen t ,  and by fo re ign  e c o n o m i e s ,  in the agg rega t e ,  

is  g r e a t e r  than e v e r  be fo re .  

So I give you, then,  a second  c h a r a c t e r i s t i c  of our  e c o n o m y  as we 

en t e r  fa l l  of 1960. The f i r s t  c h a r a c t e r i s t i c - - s i g n s  of r e t a r d a t i o n  - - p a r t i c -  

u l a r l y  in the f a c t o r y  a r e a .  And the second  c h a r a c t e r i s t i c  i s  cont inu ing  

s t r e n g t h  of end p roduc t  demand,  as  ev idenced  by the phenomena  with which  

you a r e  f a m i l i a r .  

Well ,  l e t ' s  get a quick look at  a l i t t l e  m o r e  of t he se .  Page  4, " P e r s o n a l  

i n c o m e . "  Why is  demand  s t ay ing  at as  high a l eve l  as  i t  is  in the face of 

the u n c e r t a i n t y  and the d i s loca t ion  that  we cont inue to r e a d  abou t?  One 

r e a s o n  is  to be found on page 4. The high l eve l s  of p e r s o n a l  i n c o m e - - i t ' s  

a s imp le  ru l e  of t h u m b - - g i v e  people  m o r e  i ncome  than they  have had p r e v i o u s l y ,  

and they  would e i t h e r  spend i t  o r  save  it .  And the r i s i n g  l eve l s  of p e r s o n a l  

i ncome  in 1960 have been a c c o m p a n i e d  by r i s i n g  l eve l s  of c o n s u m p t i o n - -  

not  n e c e s s a r i l y  for  f a c t o r y - m a d e  p roduc t s ,  not n e c e s s a r i l y  in d e p a r t m e n t  

s t o r e s .  More  and m o r e  fo r  the s e r v i c e  s e c t o r s  of the e c o n o m y - - f o r  cu l tu re ,  

for  r e c r e a t i o n ,  for  tour ing ,  for  t r a v e l ,  for  baby s i t t ing ,  for  p a r i  mu tue l  

be t t ing ,  for  o ld - age  i n s u r a n c e ,  for  m e d i c a l  c a r e - - m o r e  and m o r e  in the 
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service sector, and less and less in the factory area. 

In my judgment, one of the most significant trends of the 1960's 

may very well be some subsiding in the relative importance of manufac- 

turing, as compared with the overemphasis upon manufacturing from the 

onset of World War H through the 1950is. We are changing the character 

of our product mix. That is affecting the degree of activity in manufactur- 

ing, and it's affecting the composition of our employment picture. Manu- 

facturing and mining are no Iongar as important in our national economy 

as they have been in the past. 

The August figure, which you may wish to post,~ on page 4--high 

levels of personal income'-40;7.6. You'll note that in the second quarter 

of 1960, personal income was around 404 billion dollars. In the third quar- 

ter it will have moved up to around 407 billions of dollars or 408 billions 

of dollars. A continuing rise in personal income. Losses in the manufac- 

turing sector in terms of employment, offset by gains in employment in 

the non-manufacturing area. And that leads me to the next measure, on 

page 119 the employment figures. 

There you may want to post again the figure for August as they have 

been released. Are you all with me? We are now up to the thermometer 

shown on page ii --the employment figures. There the figure most recently 

released for August is 68.3 million. You will note that that's in the third 

column. It should be posted below the figure "Civilian employment"-- 

i t  should  be pos ted  below the f igure  68.7,  m i l l i o n  employed  in the mon th  

of July .  Some dec l ine  in the l eve l s  of e m p l o y m e n t .  And th i s  was s e i zed  
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upon, 

t u rn ing  point  in the bus ine s s  cyc le .  

But look with me,  if  you wil l ,  

and not ice  where  the change came .  

than  in the n o n - a g r i c u l t u r a l  a r e a .  

aga in ,  by m e m b e r s  of the j i t t e r b e c k s  as  f u r t h e r  c o n f i r m a t i o n  of the 

at  the c o m p o s i t i o n  of the e m p l o y m e n t  

It c ame  m o r e  in the a g r i c u l t u r a l  a r e a  

The f igure  for  a g r i c u l t u r e ,  6.5 m i l l i o n - -  

the onset of seasonal decline. Non-agricultural employment 61.8 million, 

where it had been in the month of July. Substantially higher than it had 

been in past Augl/sts, including August, 1957, when the economy was 

still at peak level. 

Well, we were wondering why end product demand stayed as high as 

it did. That came as a surprise to many of you. We found that the reason for 

it was high personal income in good part. Then you wondered about the 

reason for high personal income, and we found that behind it was the high 

levels of employment shown on page II. 

At your leisure explore page 12 for what I said about the changing 

character of the employment in the USA, and the confusion that may exist 

between this secular change, this long-term change, in the corA1oosition of 

employment, as distinct from a cyclical change. Page 12. Look at it a 

minute--manufacturing employment. Had you realized this ? In 1953 how 

many people were employed in manufacturing? There were 17 I/4 million. 

That was a year of high activity. In 1957, another peak year of operation, 

how many people were employed in manufacturing? A half million fewer 

than in 1953. And in 1960, IS. 4 million, the August figure--another high- 

level period of activity--but the employment in manufacturing shrinking. 
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But don ' t  a s s u m e  f rom that  tha t  c o n t r a c t i o n  goes on e l s e w h e r e  in the 

economy.  Look at  the r i s e  in  p r i va t e  n o n - m a n u f a c t u r i n g  in the s a m e  pe r i od  

of t ime .  Or need  I d i r e c t  your  a t t en t ion  to the l a s t  c o l u m n - - t h e  r i s e  in 

g o v e r n m e n t ,  the e m p l o y m e n t  in g o v e r n m e n t - - 6 . 6  m i l l i o n  in '53, 7 .6  

m i l l i o n  in '57, and 8 .4  m i l l i o n  in 1960. Another  fo rm of s e r v i c e  ope ra t i on .  

Income n e v e r t h e l e s s  de r i ved  f r o m  this  p a r t i c u l a r  pu r su i t .  

H i g h - l e v e l  emp loymen t ,  and then  on page 15 at  the h ighes t  wage r a t e s ,  

the h ighes t  weekly  pay checks ,  in our soc i e ty .  P a g e s  14 and 15. The e r a  

of the h u n d r e d - d o l l a r  pay check,  a v e r a g e  one h u n d r e d - d o l l a r  pay check,  

began in 1960. 
at  the s t a r t  of the y e a r  

Look at  durab le  goods m a n u f a c t u r i n g  and you wi l l  see  that~it had 

c r o s s e d  the h u n d r e d - d o l l a r  m a r k ,  and even in the d o l d r u m s  of Ju ly  was 

holding p r e t t y  c lose  to the h u n d r e d - d o l l a r  l eve l .  And not  jus t  in the s t e e l  

i n d u s t r y  or  the a u t o m o t i v e  indus t ry ,  but i n c r e a s i n g l y  in o the r  s e c t o r s - -  

e l e c t r i c  m a c h i n e r y ,  pe t ro l eum,  p r in t ing  and p u b l i s h i n g - - m o r e  and m o r e  

such  i n d u s t r i e s .  

And by way of p rov id ing  you with p e r s p e c t i v e ,  the c o m p a r a b l e  f igure  

back  in 1939, gen t l emen ,  when I f i r s t  jo ined  the Confe rence  B o a r d - - a n d  

the f igure  has s t ayed  in my  mind  eve r  s i n c e - - w a s  $23 .86 .  That  was the 

s i ze  of the a v e r a g e  weekly  pay check  two decades  ago.  Not g e n e r a t i o n s  

ago, but in 1939, $23 .80 .  Moving into the h u n d r e d - d o l l a r  r ange  today .  

As shown on page 14, we used  to pay 63 cen ts  an hour  for  a combina t i on  

of the sk i l l ed ,  the unsk i l l ed ,  

a v e r a g e  wage r a t e  is  ,$23~ 8D. 

and the s e m i - s k i l l e d  back  in 1939. Today the 
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High l eve l s  of e m p l o y m e n t  at  high wage r a t e s ,  y ie ld ing  the high 

p e r s o n a l  i n c o m e .  And s t r e n g t h  of end product~ demand,  r e p r e s e n t i n g  bas  - 

i c a l l y  the r e c u r r e n t  demand of the A m e r i c a n  people  as  they  grow in number  

at  the h igher  l eve l s  of i n c o m e .  But a h ighly  dynamic ,  shifting~ vo la t i l e  

consumpt ion  p i c tu re ,  that  can leave the durab le  goods i n d u s t r i e s ,  in the 

case  of the au tomobi le  i n d u s t r y  in 1958, wi thout  types  of demand  to which 

they  have grown accus tomed ,  un t i l  they  s top doing b u s i n e s s  with the s a m e  

old mode l s ,  the s a m e  old th ings .  And the y e a r  1960 has lef t  m a n y  of the 

e l e c t r i c a l  app l iance  i n d u s t r i e s  in exac t ly  the s a m e  pos i t ion ,  un t i l  t hey  too 

s t a r t  adapt ing  t h e i r  p roduc t s  and t h e i r  p r i c e s  to m e e t  with the sh i f t ing  

c h a r a c t e r  of th is  demand.  

With tha t  I r e l u c t a n t l y  le 'ave the a r e a  of t h e r m o m e t e r s  and s t a r t  

exp lo r ing  with you the a r e a  of b a r o m e t e r s .  But le t  me  r e c a p  for  you, if 

I may ,  the c u r r e n t  pos i t ion ,  as  i t  was ind ica t ed  by this  s e r i e s  of t h e r m o -  

m e t e r s .  The y e a r  1960 wil l  go down in the books,  u n l e s s  s o m e t h i n g  c o m -  

p l e t e ly  unexpec t ed  happens  in the four th  q u a r t e r ,  as  one of the bes t  y e a r s  

in t e r m s  of GNP or  i n d u s t r i a l  ac t iv i ty  that  we have thus fa r  e x p e r i e n c e d .  

But as  we move  toward  the c lose  of 1960, t he r e  a r e  s igns  of r e t a r d a t i o n  

becoming  m o r e  and m o r e  appa ren t ,  p a r t i c u l a r l y  in the m a j o r  m a n u f a c t u r i n g  

a r e a s .  

Some of these  s igns  of r e t a r d a t i o n  s t em f rom d e e p - s e a t e d  s e c u l a r ,  

l o n g - t e r m  changes  that  a r e  the consequences  of Wor ld  -War H and the Korean  

War .  The i m b a l a n c e s  i n t roduced  by Wor ld  War  H and Korea  a r e  s lowly  

being worked  out in  our  s y s t e m .  The v o l a t i l i t y  of consumpt ion  is being 
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i n c r e a s e d .  The p r e s s u r e s  being p laced  upon the m a n u f a c t u r i n g  i n d u s t r i e s  

in  W o r l d  %Var H and Korea~ and in the p o s t - K o r e a n  e a r l y  defense  p e r i o d  

a r e  be ing  r e l i e v e d .  I n t e r n a l  c o m p o s i t i o n  of e m p l o y m e n t  and p roduc t ion  

is being a l t e r e d .  Many of these  changes ,  t h e r e f o r e ,  a r e  not  s igns  of 

c y c l i c a l  weakness .  They  a r e  m o r e  s igns  of a change in the produc~ mix  

in the y e a r  1960 and th roughout  the decade of the 1960's.  

L e t ' s  shif t ,  however  f r o m  the where  we a r e  to where  we may  be 

going approach ,  us ing  the b a r o m e t e r s  that  a r e  p l aced  at  our  c o m m a n d  in 

th i s  p a r t i c u l a r  document ;  and you Will begin  to see  why the p r o b l e m s  of 

b u s i n e s s  p lanning  have grown a l i t t le  bi t  m o r e  compounded  or  d i f f icul t  

in  Sep tember  than  they  were  in June or  e a r l y  1980. 

One of the m o s t  s e n s i t i v e  b a r o m e t e r s  tha t  we have is Con ta ined  in 

page 13 - - "Hours  of w o r k . "  When a b u s i n e s s m a n  grows  u n c e r t a i n  about 

his fu ture  c o u r s e  of opera t ion ,  when his  back log  of o r d e r s  begins  to s h r i n k  

or  is  no longer  r i s i ng ,  

t ime  for  f a c t o r y  s k i l l s .  

tha t  in Ju ly  the hours  of work  were  s l i gh t ly  lower  than  they  had been  in 

June;  and in the mon th  of August  the f igure  jus t  r e l e a s e d  is 39 .7 .  And in  

the durab le  goods a r e a  i t ' s  39.8,  as  c o m p a r e d  with the 40.1 or  40 .4  p r e -  

va i l i ng  in the p r ev ious  mon ths .  And th is ,  then,  is  one of the b a r o m e t e r s  
1960 

which th roughout  .... has  been  t i l t ed  s l igh t ly  downward,  and which in t h e  

mon th  of August  moved  down ano the r  notch.  One of the h ighly  r e g a r d e d  

me thods  of ind ica t ing ,  not made  for  good read ing ,  thus fa r  in 1960. 

But, l e s t  you p lace  too much  e m p h a s i s  upon tha t  p a r t i c u l a r  f igure ,  

1G 

he begins  to examine  the d e s i r a b i l i t y  of paying p r e m i u m  i 

And if  you wi l l  look at  page 13, you  wil l  no t ice  



39.7  hours  a v e r a g e  work  week s t i l l  m e a n s  tha t  t h e r e  is  p l en ty  of o v e r t i m e  

in m a n y  s e c t o r s  of m a n u f a c t u r i n g  as  we move  into fa l l  of 1960. On a 

n o m i n a l  40 -hour  work  week you would a v e r a g e  about  38 1/2 hou r s .  T h a t ' s  

the  a v e r a g e  work week on a n o m i n a l  40 -hou r  b a s i s ,  b e c a u s e  of p a r t - t i m e  

i l l n e s s  e t  c e t e r a .  And we have s t i l l  an hour  at  l e a s t  above the 38 1/2 leve l .  

N e v e r t h e l e s s ,  i t  i s  one b a r o m e t e r  tha t  ~ u g g e s t s  tha t  we a r e  c lose  to, i f  

not in, the t u rn ing  point  in the b u s i n e s s  cyc l e .  

V e r y  quickly  to r e v i e w  the r e m a i n d e r  of the b a r o m e t e r s  be fo re  we 

b r e a k  for  coffee and the subsequen t  df iscussion pe r iod .  P a g e s  19 and 20, 

the  c o n s t r u c t i o n  s e r i e s ,  i f  you wi l l  look at  tha t ,  p a r t i c u l a r l y  the c o n t r a c t  

a w a r d s .  Some downward  t i l t  on page 19 to the heavy  c o n s t r u c t i o n  a w a r d  

f i g u r e s  in  the second  to the  l a s t  co lumn for  the 48 S ta tes .  Page  20, the  

hous ing  s t a r t  f i g u r e s .  C o m p a r e  the l eve l  of hous ing  s t a r t s  in June of 1960 

with  the l eve l  p r e v a i l i n g  in 1959; and, as  the  Counc i l  r e p o r t s ,  they  a r e  
some  15 

m a r k e d l y  lower~ h o r  20 p e r c e n t  lower ,  than  they  w e r e  a y e a r  ago.  And 

then in the mon th  of J u l y - - I  don ' t  have the exac t  f i g u r e - - a b o u t  a m i l l i o n  

t w o - - t h e y  w e r e  aga in  lower  than  they  had been  in the month  of June.  Sti 11 

a 
a n o t h e r  b a r o m e t r i c  s e r i e s  tha t  has  not been  p e r f o r m i n g  as  wel l  a s A y e a r  

ago or  a t  the beg inn ing  of th i s  y e a r .  

One tha t  i s  p a r t i c u l a r l y  d i s tu rb ing ,  b e c a u s e  we he lped  to c r e a t e  th i s  

s e r i e s ,  and hence  m u s t  give m o r e  a t t en t ion  to i t s  f indings  p e r h a p s  than  to 

some  of the o t h e r s  out of p a r e n t a l  p r ide ,  page 1 0 - - " E x p e n d i t u r e s  for  new 

p lan t  and equ ipment ,  " as  wel l  a s " A n t i c i p a t i o n  of f u r t h e r  e x p e n d i t u r e s . "  

One of the a r e a s  of s t r e n g t h  of demand  th roughout  1960 thus  fa r ,  as  you 
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can  see ,  has  been . the  expend i tu re s  by i n d u s t r y  for  new plant  and equip-  

men t .  Notice ~hat in the f i r s t  q u a r t e r  the out lays  were  s h a r p l y  h ighe r  

than  they  had been  in the four th  q u a r t e r  ; tha t  t hey  cont inued  upward  in the 

second  q u a r t e r ;  and i t  was ~nt icipated tha t  they  would move  upward  aga in  

in the second  ha l f  of 1960. Since th is  document  was r e l e a s e d ,  the f igu res  

have been r e v i s e d  and l a t e r  expec t iona l  data  have been a s s e m b l e d .  You 

m a y  want to ponder  the new f igu res  for  t h e i r  b a r o m e t r i c  s i gn i f i cance .  

The f i r s t  q u a r t e r  to t a l  r e m a i n s  as  you have i t - - 3 5 . 1 5 .  The second  q u a r t e r ,  

i n s t e ad  of bbing 37. O, as was an t i c ipa ted ,  was cut  to 36.3 .  

The t h i r d  q u a r t e r  expec ta t ions ,  which were  put at  37.5 t h r e e  mon ths  

ago, have now been r e d u c e d  t o  36 .9 .  The u n c e r t a i n t i e s  to which I have 

r e f e r r e d  e a r l i e r  of the second  q u a r t e r ,  and s o m e d e g r e e  of e x p e r i e n c e  with 

the t h i r d  q u a r t e r ,  have led many  i n d u s t r i e s  now to r e ~ o n s i d e r ,  to s t a r t  

r e c o n s i d e r i n g ,  t h e i r  i n v e s t m e n t  p r o g r a m  for  1961. This  p a r t i c u l a r  month ,  

Sep tember ,  is  b u d g e t - m a k i n g  p e r i o d  in m a n y  of our m a j o r  i n d u s t r i e s .  

Frorn  the c o n v e r s a t i o n s  I had with m e n  in key  p o s t s - - t h e y  have been  

looking twice ,  i f  not t h r e e  t i m e s ,  a t  the new o r d e r  book for  August  and 

Sep tember ,  and they  have been m o r e  than  d i s t u r b e d - - s o m e  of t hem have 

grown c o n c e r n e d - - a b o u t  the fact  tha t  the new o r d e r  s i t ua t ion  has  not  i m -  

p roved  in Sep tember ,  a t  l e a s t  thus f a r .  And so, as  a r e s u l t ,  t hey  a r e  

beginning  now to r e - e x a m i n e  t h e i r  c ap i t a l  budget:: for  the  y e a r  1961. 

Some of you know our  own c o n t r i b u t i o n r - i f  not, you should  know i t  

i m t i m a t e l y - - i n  th is  p a r t i c u l a r  a r e a - - c a p i t a l  a p p r o p r i a t i o n s  of the thousand  

With 
l a r g e s t  m a n u f a c t u r i n g  c o r p o r a t i o n s .  A the a id  of "Newsweek"  we r e p o r t  
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f r o m  q u a r t e r  to q u a r t e r  on the a p p r o p r i a t i o n s  that  have been made  by the 

n a t i o n ' s  l a r g e s t  m a n u f a c t u r i n g  e n t e r p r i s e s ,  the thousand  l a r g e s t .  We 

f i g u r a t i v e l y  p lant  a m i c r o p h o n e  in the boa rd  of d i r e c t o r s '  r o o m  of the U.S .  

Steel  Co rpo ra t i on ,  G e n e r a l  Moto r s ,  S tandard  Oi l  of New J e r s e y ,  and l i s t en  

to what they  decide to do in the way of i n v e s t m e n t  in new plant  and equip-  

men t  . A n d ,  as  we r e p o r t e d  jus t  about  ten  days ago, in the second  q u a r t e r  

of 1960 the cap i t a l  a p p r o p r i a t i o n s  for  the mon ths  ahead  were  lower  by some  

10 p e r c e n t  than  they  were  in the c o r r e s p o n d i n g  second  q u a r t e r  of 1959. And 

cap i t a l  a p p r o p r i a t i o n s  today  r e f l e c t  i n v e s t m e n t  in new plant  and equ ipmen t  

9, 12, and 15 months  hence .  T h e r e ' s  a long lead t ime  betwen the a p p r o -  

p r i a t i o n s  p r o c e s s  and the subsequen t  p a t t e r n s  of expend i tu re .  

So he re ,  then , is  ano the r  b a r o m e t e r ,  one with a s u b s t a n t i a l  deg ree  

of lead  t ime ,  tha t  sugges t s  tha t  we had b e t t e r  become  aware  of the changes  

in the economic  c l ima t e ,  and do what we can, v ia  f i s c a l  pol icy ,  m o n e t a r y  

pol icy ,  and o ther  s i m i l a r  a p p r o a c h e s ,  to p ro long  th is  p a r t i c u l a r  phase  of 

p r o s p e r i t y  or  expans ion  in which we s t i l l  find o u r s e l v e s .  

Two o the r  b a r o m e t e r s  that  I th ink  I can  at  l e a s t  squeeze  in be fo re  

a d j o u r n m e n t  t ime  a r e  these :  Page  21, the new o r d e r  s i tua t ion ,  to which  I 

have r e f e r r e d  e a r l i e r ;  page 21, " Manufac tu r ing  new o r d e r s . "  If you were  

a b u s i n e s s m a n ,  p a r t i c u l a r l y  in manufac tu r ing ,  th i s  p e r h a p s  is  the m o s t  

i m p o r t a n t  m e a s u r e  you would define.  As o r d e r s  bui ld up on your  o r d e r  

books,  they  become  your  woodpile  upon which you wi l l  be work ing  in the 

subsequen t  mon ths .  Not ice  the g e n e r a l  c h a r a c t e r i s t i c  of the new o r d e r  

s e r i e s  th roughout  1960. It has  been  v i r t u a l l y  s t ab le  at  bes t .  Some downward 
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June.  The 
t i l t  began in the mon th  of/~July f igure ,  2 9 . 4 - - o f f  f r om the June f igure .  

And l a s t ly ,  for  r e a s o n s  of t ime ,  but a l so  a good one with which to 

c lose ,  page 30 - - "S tock  p r i c e s . "  T h e r e  a l l  I need  do is r e f e r  you to the 

heavy  b lack  l ine a t  the top of the page.  Notice the i r r e g u l a r  but c o n s i s -  

t en t l y  downward t i l t  of th is  p a r t i c u l a r  m e a s u r e ,  again,  with high b a r o m e t r i c  

value ,  and the f u r t h e r  downward  c o u r s e  in the l a s t  few weeks .  

If I ~may, I 'd  l ike now to c lose  the book on the d i sappo in t ing  r e a d i n g s  

in the b a r o m e t e r s  or  in such  o ther  m e a s u r e s  as  a r e  r e l a t e d  to the p r o s -  

pec t ive  scene .  I ' l l  get  a round  to the e l e m e n t s  of s t r e n g t h  in the d i s c u s s i o n  

pe r iod ,  but I do want to a l e r t  you, if you a r e  not a l r e a d y  aware ,  to the 

i n c r e a s i n g  degree  to which b u s i n e s s m e n  have grown c o n c e r n e d  about  the 

out look.  (1) the d i sappoin t ing  new o r d e r  s i tua t ion ;  (2) equi ty  m a r k e t s  

and downward t i l t s ;  (3) the dec l ine  in c o n s t r u c t i o n  awards ;  (4) the age of 

th is  expans ion  p r o g r a m .  I to ld  you i t  began in Apri l ,  1958. It is  now 

a round  28 months  old. As b u s i n e s s  cyc le s  go, th is  one is  matur&ng. Sti l l  
u n  

ano the r ,  the h i g h / e m p l o y m e n t  r a t e ,  which I fa i led  to s t r e s s  when I f i r s t  

looked at  that  August  f igure  with you. Unemploymen t  was up to 6 pe r cen t ,  

5 .9  pe rcen t ,  in the month  of August .  

Next i s  the u n r e s o l v e d  s t e e l  p r o d u c t i o n - s t e e l  consumpt ion  s i tua t ion .  

I have r e f e r r e d  to the changing c h a r a c t e r  of i n v e s t m e n t  in ten t ions  and 

what th is  m a y  imp ly  about the s i tua t ion  i m m e d i a t e l y  ahead .  And, l a s t ly ,  

the po l i t i c a l  u n c e r t a i n t i e s  tha t  a r e  deve lop ing  in the fou r th  q u a r t e r  of 1960. 

These ,  then,  a r e  some  of the r e a s o n s  for the i n t e n s i f i c a t i o n  of bus -  

nes s  i n t e r e s t s  in  the a n a l y s i s  of the c u r r e n t  pos i t ion ,  and t h e i r  a l e r tness~  

2O 



t h e  g r o w i n g  a l e r t n e s s  of A m e r i c a n  i n d u s t r y ,  to what  the b a r o m e t e r s  s e e m  

to be i n d i c a t i n g  about  f u t u r e  b u s i n e s s  a c t i v i t y .  

When we r e s u m e ,  I wou ld  l ike  to t ake  a few m i n u t e s  to  s t r e s s  for  

you t h o s e  e l e m e n t s  of s t r e n g t h  w h i c h  s u g g e s t  to th i s  o b s e r v e r ,  and  to  at  

l e a s t  an a r t i c u l a t e  m i n o r i t y  g r o u p  a m o n g  b u s i n e s s  e c o n o m i s t s ,  t ha t  the  

f o u r t h  q u a r t e r  m a y  w e l l  be b e t t e r  than  the  t h i r d  q u a r t e r ;  and  tha t  the  w o r s t  

of  the  a d j u s t m e n t  m a y  w e l l  be  b e h i n d  us  t h a n  b e f o r e  us .  But t h i s  i s  a m i n o r -  

i ty  v iew,  and  I want  to s t r e s s  at the  c l o s e ,  f i r s t ,  the  v i e w  of an  i n c r e a s i n g  

m a j o r i t y ,  and  t h e n  by  way of r e b u t t a l ,  the  p o s i t i v e  v i e w s  of a hope fu l  

a r t i c u l a t e  m i n o r i t y .  

( B r e a k )  

J u s t  so  I c l o s e  on what  I c o n s i d e r  to be the  r i g h t  no te ,  I would  l ike  

to  end  wi th  a r e c a p  of the  e l e m e n t s  of s t r e n g t h ,  hav ing  s t r e s s e d ,  a s  I b e l i e v e  

I shou ld ,  the  w e a k n e s s e s  in  our  e c o n o m y .  

The  c o n c l u s i o n  t h a t  I p r e s e n t e d  to you was  tha t  we w e r e  l o s i n g  m o m e n -  

t u m  as  we m o v e  t o w a r d  the  c l o s e  of  1961. P u t t i n g  a p o s i t i v e  no te  on tha t  

i n s t e a d  of a n e g a t i v e - - d e c r e a s i n g  r a t e  of  a c c e l e r a t i o n .  Th i s  u s e d  to be 

the  f a v o r i t e  T e x a s  d e s c r i p t i o n  of a r e c e s s i o n - - a  s l i g h t  l o s s  in  m o m e n t u m .  

but. 
D e c r e a s i n g  r a t e  of a c c e l e r a t i o n ~  s t i l l  s u f f i c i e n t  m o m e n t u m  to y i e l d  a h i g h e r  

f o u r t h  q u a r t e r .  My p r i m a r y  r e a s o n  fo r  b e l i e v i n g  tha t  i s  the  s t r e n g t h  of 

en d  p r o d u c t  d e m a n d ,  as  I d e m o n s t r a t e d  i t  to  you, t h r o u g h  a l l  t h r e e  q u a r t e r s  

of 1960. 

Now, what  e x p a n s i o n a r y  f o r c e s  c o n c e i v a b l y  can  o f f se t  s o m e  of the  

e l e m e n t s  of c o n t r a c t i o n  tha t  I have  e n u m e r a t e d  for  y o u ?  I g ive  you s ix .  
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No. 1, the change in our  m o n e t a r y  po l i cy  and what th is  m a y  ,do 

to i nves tmen t ,  p a r t i c u l a r l y  in borne bui ld ing  and heavy  c o n s t r u c t i o n .  Ease  

in m o n e t a r y  pol icy .  The F e d e r a l  R e s e r v e  has moved  p r o m p t l y  and e a r l y .  

T w o - - a n d  th is  i s  a l r e a d y  ev iden t  in the s t a t i s t i c s - - a c c e l e r a t i o n  

in our public  h ighway p r o g r a m .  

T h r e e - - a n d  I hope our  f igu res  a r e  c o r r e c t - - a c c e l e r a t i o n  in the 

p l a c e m e n t  of defense  c o n t r a c t s  and defense  spending  within the f r a m e w o r k  

of the budget .  

Four ,  some  e m e r g i n g  n e c e s s i t y  for  i n v e n t o r y  a c c u m u l a t i o n  in the 

four th  q u a r t e r  or  e a r l y  1961. Steel  consumpt ion ,  as  bes t  i t  can  be m e a s -  

u red ,  exceeds  the r a t e  of s t e e l  p roduc t ion .  This  should  m e a n  some  up tu rn  

in s t e e l  in  the four th  q u a r t e r ,  or ,  i f  not, in the f i r s t  q u a r t e r  of 1961-- 

i n v e n t o r y  a c c u m u l a t i o n  because  of the high r a t e  of end p roduc t  demand .  

Nest ,  the cont inuing  boom in W e s t e r n  Europe  and t h e  : s t r e n g t h  

tha t  g ives  to end p roduc t  demand  ab road .  

s a t i s f a c t i o n  
Las t ,  but no m e a n s  leas t ,  the ..... ~: : ~ of A m e r i c a ' s  c o n s u m e r s  

with the compac t  ca r ,  and the p robab le  s t r e n g t h  of new m o d e l  demand  in 

the fou r th  q u a r t e r .  

Now, these ,  in my  mind,  a r e  suf f ic ien t ,  I be l i eve ,  to give us a h ighe r  

four th  q u a r t e r  than t h i r d  q u a r t e r .  And I am s t i l l  of the be l i e f  that  the 

r e c u r r i n g  demands  of A m e r i c a ' s  c o n s u m e r s ,  coupled  with the pace  of 

t e c h n o l o g i c a l  innovat ion ,  should  give us a f u r t h e r  ex tens ion  of th is  p r o s p e r i t y  

phase  into 196~, i f  not th roughout  1961. 

I now invi te  your  ques t ions .  
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QUESTION: In view of the d e c r e a s e d  r e l a t i v e  i m p o r t a n c e  of m a n u -  

f a c t u r e d  goods as  an economic  i nd i ca to r ,  and in v iew of the t endency  to 
b u s i n e s s  

be l i eve  or  the be l i e f  by some  of the i n d i v i d u a l / f o r e c a s t e r s  c o l l e c t i v e l y  

to see  to i t  tha t  t h e i r  f o r e c a s t s  a r e  r e a l i z e d ,  would i t  not be use fu l  for  the 

C o m m i t t e e  to develop  some  kind of document  i nd i ca t ing  for  those  s e g m e n t s  of 

i n d u s t r y  not dea l ing  with m a n u f a c t u r e d  p roduc t s  ? 

PROF.  GAINSBRUGH: I th ink  t h a t ' s  a v e r y  USeful sugges t ion .  The 

Commi t t e e  has  been  v e r y  bus i l y  engaged in s ee ing  how th is  p a r t i c u l a r  

documen t  could be impro ved ;  and I would sugges t  tha t  you pass  tha t  sugges -  

t ion  on to them,  for  th is  r e a s o n :  

I th ink  we u n d e r e s t i m a t e  in our  s o c i e t y - - a n d  Andy wi l l  do ba t t le  with 

me,  I su spec t  on this  one, :~: :~ ' - _  the i m p o r t a n c e ,  the growing  i m p o r t a n c e ,  

of s e r v i c e s  as  i n c o m e s  r i s e  and as  we move  m o r e  and m o r e  of our  people  

f r o m  s u b s i s t e n c e  l eve l s  to the ways of l ife to which the new g e n e r a t i o n  

wil l  a s p i r e .  W e w i l l  want m o r e  and m o r e  th ings  done for  us .  And some  

of th is  can be i n c o r p o r a t e d  in m a n u f a c t u r e d  p roduc t s ,  such  as the p r e - p a c k -  

aged m a i d  s e r v i c e  bui l t  into the p roduc t s  in the k i tchen ,  where  d o m e s t i c  

s e r v i c e  i t s e l f  is  unava i l ab le .  But in m a n y  o the r  i n s t a n c e s  the expans ion  a r e a s  

a r e  in  the s e r v i c e  s e c t o r .  

Th is  i s  a t r u i s m  among  e c o n o m i s t s :  As the s o c i e t y ' s  e conomic  l eve l  r i s e s  I 

i t  sh i f t s  f rom the p r i m a r y  to the s e c o n d a r y  to the t e r t i a r y  i n d u s t r i e s .  The i 

u n d e r - d e v e l o p e d  coun t r i e s  r e l y  p r i m a r i l y  on a g r i c u l t u r e  and the e x t r a c -  

t ive  i n d u s t r i e s .  E m p l o y m e n t  is  heavy  in those  a r e a s .  As i t  moves  a long 

in i ts  s tage  of deve lopment ,  e m p l o y m e n t  c o n t r a c t s  in a g r i c u l t u r e  and the 

e x t r a c t i v e  i n d u s t r i e s ,  and g rows  m o r e  in the m a n u f a c t u r i n g ,  cons t ruc t i on ,  
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and r e l a t e d  a r e a s .  T h e s e  we ca l l  the s e c o n d a r y .  And then,  as  l e ve l s  

of l iv ing  cont inue  to r i s e ,  t hey  sh i f t  aga in  the c u r v e  f rom the s e c o n d a r y  

to the t e r t i a r y ,  to the s e r v i c e  component ,  both in the p r i v a t e  as  we l l  as  

in the publ ic  s y s t e m s ,  educa t ion  be ing  one of the s e r v i c e  s e c t o r s .  H ighe r  

l e v e l s  of house  r e n t  be ing  a second;  cu l t u r e  be ing a t h i rd .  As t h e s e  become  

m o r e  p r o m i n e n t  in  the w a n t ~ n d  d e s i r e s  of p e o p l e j e r ~  Ioyment  r e s p o n d s .  

I th ink  we ought to give f a r  m o r e  a t t en t ion  than  we do, not only  to 

the c u r r e n t  pos i t ion  of t he se  i n d u s t r i e s ,  but a l so  to t h e i r  p r o s p e c t i v e  p o s i -  

t ion.  Even  wi th in  m a n u f a c t u r i n g , n ° t e  the change  in  the  c o m p o s t i o n  of 

e ~ p l o y m e n t - - f e w e r  and f ewer  blue c o l l a r  w o r k e r s ,  m o r e  and m o r e  white  

c o l l a r  w o r k e r s .  Shifts  f r o m  the p roduc t ion  w o r k e r  of the h i s t o r i c  day, 

work ing  wi th  the a id  of the m a c h i n e ,  to the m a c h i n e  work ing  with the a id  

i n c r e a s i n g l y  of the r e s e a r c h  w o r k e r .  And th i s  too l eads  to a change in 

the i ncome  s t r a t a  of m a n u f a c t u r i n g  w o r k e r s ,  as  wel l  as  to a change  in the 

c h a r a c t e r  of t h e i r  cos t  so f a r  a s  the e m p l o y e r  i s  c o n c e r n e d .  T h e s e  c o s t s  

become  far  m o r e  f ixed than v a r i a b l e  in m a n y  i n s t a n c e s .  A whole s e r i e s  

of changes  a r i s i n g  f rom the sh i f t  t oward  the s e r v i c e  i n d u s t r i e s ,  and we 

ought to be p u r s u i n g  t he se  fa r  m o r e  i n t e n s i v e l y  c u r r e n t l y  than we do. 

QUESTION: I not ice  he re  in the c h a r t  of e x p e n d i t u r e s  for  p lant  and 

equ ipmen t  tha t  the r e v i s e d  f i gu re s  for  the s econd  and t h i rd  q u a r t e r s  have 

been  r e v i s e d  down c o n s i d e r a b l y .  However ,  i f  we look at  th i s ,  we find tha t  

i t  i s  h ighe r  than  i t  has  e v e r  been  in our h i s t o r y .  What would have been  the 

p s y c h o l o g i c a l  ef fect  on new o r d e r s  had the o r i g i n a l  e s t i m a t e  been  made  

s o m e w h a t  n e a r  the  f i g u r e s  we have now, or even  lower ,  but s t i l l  showing 
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an i n c r e a s e  in a c t i v i t y ?  

PROF.  GAINSBRUGH. I th ink the m a j o r  weakness  of 1960, if  I were  

asked  to s ing le  i t  out, in  the ques t ions  r e l a t i n g  to the f igures  appe a r ing  on 

page 10j ~he m a j o r  weakness  of A m e r i c a n  i n d u s t r y  in 1960 was o v e r -  

expec ta t ion .  They  confused  the decade 1960 with the  y e a r  1960, and they  

d i s cove red ,  as  1960 r an  i t s  cou r se ,  tha t  it  was only a t en th  of the decade .  

In i n s t ance  a f t e r  i n s t ance  b u s i n e s s  is  good. What is  bo the r i ng  

the m a n u f a c t u r e r  in  m a n y  i n s t a n c e s  is  that  i t  w a s n ' t  as  good as  he expec ted  

i t  was going to be; and he has had to ad jus t  his  s igh ts  downward.  He ' s  

s ing ing  tha t  1960 is a good y e a r ,  but  it i s n ' t  as good as  he expec ted  i t  would 

the 
be. And in m a n y  i n s t a n c e s  the f i gu re s  shown he re  a r e  r e s u l t s  of o v e r -  

h 
expec ta t ions  for  the y e a r  1960 and beyond.  

I th ink in a l l  l ike l ihood  t h e r e  wil l  be l e s s  of a c u t - b a c k  should  con-  
\ ,  

t r a c t i o n  develop,  :in the f igures  on page 10 in the q u a r t e r  ahead,  than 

t h e r e  were  in the p rev ious  q u a r t e r s  fo l lowing the peak  of '53 or  the peak of 

'57, because  m o s t  of these  i n v e s t m e n t  p r o g r a m j a r e  no longe r  des igned  t o  

expand the capac i ty  of the i n d u s t r i e s .  These  i n v e s t m e n t  p r o g r a m s  m o r e  

and m o r e  a r e  des igned  to cut  cos t s ,  to tool  out w h e r e v e r  pos s ib l e  h i g h - c o s t  

l abor ,  and subs t i tu te  for  i t  l o w e r - c o s t  m a c h i n e r y ,  m o r e  compe t i t i ve  m a c h -  

i ne ry ,  that  wil l  i m p r o v e  the compe t i t i ve  p o s t u r e  of the given company  within  

i t s  i ndus t ry ,  tha t  wi l l  i m p r o v e  the compe t i t i ve  pos i t ion  of a g iven p roduc t  

r e  I~ t ive to  o the r  p roduc t s ;  but, even m o r e  in point ,  tha t  wi l l  again  give us 

some  degree ,  a g r e a t e r  deg ree ,  of t e chno log i ca l  s u p e r i o r i t y  c o m p a r e d  with 
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f o r e i g n  c o u n t r i e s  tha t  have lower  l abor  c o s t s .  

These  a r e  some  of the m o t i v a t i o n s  behind th i s  i n v e s t m e n t  p r o g r a m .  

No longer  jus t  a s h e e r  d r ive  to expand s t e e l  capac i ty ,  or  t ex t i l e  capac i ty ,  

or  c h e m i c a l  c a p a c i t y .  That  was the  r u s h  of the f i r s t  t en  or  f i f teen  p o s t w a r  

y e a r s .  Get t h e r e  with c a p a c i t y .  M a r k e t  demand  wi l l  take ca r e  of i t s e l f .  

Now the shif~ in  e m p h a s i s  i s  upon cos t  cut t ing,  p roduc t  innovat ion ,  p lan t  

r e l o c a t i o n  des igned  to i n t e n s i f 7  m a r k e t  demand,  r e c o g n i z i n g  tha t  c a p a c i t y  

is  m o r e  than adequa te  to m e e t  m a r k e t  demand,  and what  you need  now a r e  

e l e m e n t s  of d i s t i nc t i on  in m a n y  ways  tha t  wi l l  a t t r a c t  demand .  

So in th i s  s e n s e ,  because  the  e m p h a s i s  i s  p r i m a r i l y  upon a l m o s t  

s e l f - g e n e r a t i n g  types  of i nves tmen t , .~  a s  t h e s e  a r e  b rough t  in, t hey  

g e n e r a t e  d e m a n d - - I  th ink  the i n v e s t m e n t  po ten t i a l  ~ i s  f a r  m o r e  s t ab le  than  

i t  has  been  in pas t  i n v e s t m e n t  p e r i o d s .  And d i sappo in t ing  as  t h e s e  f i g u r e s  

m a y  s e e m  to some ,  the e m p h a s i s  was p r o p e r l y  p l aced  by m y  fe l low opt i -  

m i s ~  upon the high l eve l  of e x p e n d i t u r e s  in p lan t  and equ ipmen t  tha t  s t i l l  

con t inues  to c h a r a c t e r i z e  i n d u s t r y .  

In e l e c t r i c  l ight  and power ,  for  example ,  t hey  have jus t  begun to 

i n c r e a s e  t h e i r  r a t e  of e x p e n d i t u r e s .  Tha t  m a y  v e r y  wel l  c a r r y  t h rough  

1961 and beyond,  b e c a u s e  t h e r e  i s  a long lead  t i m e  p r o c e s s .  And in the 

a r e a  l abe led  " c o m m e r c i a l  and o t h e r s ,  " a s  you can see ,  t h e r e  i s  a g r e a t e r  

l ike l ihood  of con t inued  expans ion  of i n v e s t m e n t  than  in  the f a c t o r y  a r e a .  

I do not b e l i e v e - - t o  put a conc lus ion  on th i s  o n e - - t h a t  the  i nves tmen t :  

p r o g r a m ,  tha t  the i n v e s t m e n t  po ten t ia l ,  i s  a s  u n s t a b l e  in  the mon ths  ahead ,  

even  i f  t h e r e  we re  con t r ac t i on ,  as  i t  has  been  in  pa s t  p e r i o d s  of c o n t r a c t i o n .  
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QUESTION: Not that ignorance is bliss, but what psychological 

impact do you think that statistics such as are covered in here have in 

reference to the down trend that is predicted in the future ? 

PROF. GAINSBRUGH: This is a very pertinent question. As we 

develop our tools of economic analysis, so that they more accurately fore- 

shadow subsequent operations in the economy, will we intensify the ampli- 

tudes of the cycle by releasing this information? Will there be a rush to 

climb aboard the band wagon if the foreshadowing statistics suggest con- 

traction imminent in the course of the next quarter or the next half year 

or the next year? Will consumers be inclined to tighten up on their spend- 

ing as they grow more conscious and more intimate with economic analysis 

and economic statistics ? 

This is a question which remains largely unresolved. I had it thrust 

at me by the Chairman of the Federal Reserve Board when we were doing 

a s tudy  for  t hem.  It was a ques t ion  which they  have deba ted  i n t e r n a l l y .  

They  have a lot of t he se  fo reshadowing  s t a t i s t i c s ,  co l l e c t ed  by George  

Keto ins .  Is i t  in the public  i n t e r e s t  to r e l e a s e  t h e m ?  They  a lways  have, 

but at  some  fu ture  p e r i o d  of t ime  would they  hu r t  or  help  cond i t ions  by 

r e l e a s i n g  these  s t a t i s t i c s ?  

The a n s w e r  I gave then  I give th is  m o r n i n g .  I would m u c h  r a t h e r  

have d iagnos i s  based  on fac t  :and p r o g n o s i s  based  on fact  than  based  on r u m o r  

or  gues s .  And then  put t he se  th ings  in p e r s p e c t i v e ,  and, if  n e c e s s a r y ,  

deve loped  the p r o p e r  p r o g r a m s  of ac t ion  to go a long with the d i agnos i s  or  

p r o g n o s i s .  
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If you don ' t  r e l e a s e  t h e s e  s t a t i s t i c s ,  

r u m o r  r e p l a c e s  fact ;  and r u m o r ,  

t ion  fa r  w o r s e  than  i t  a c t u a l l y  i s .  

b e t t e r  and b e t t e r  d i agnos i s  and p r o g n o s i s ,  

of ac t ion  to go a long with i t .  

QUEs~rION: This  wi l l  have to be the l a s t  ques t ion .  

a s k e d  about E u r o p e a n  p roduc t ion .  

P R O F .  GAINSBRUGH: 

A n d y ' s  c a r  th i s  m o r n i n g .  

DR. KRESS: I know, 

hav ing  c o l l e c t e d  them,  then 

I think,  ~vould v e r y  often have the s i t u a -  

I th ink th i s  i s  a s tep  f o r w a r d - - t o  have 

and then to bui ld  your  p r o g r a m  

No one has  

That  was  below the bel t ,  but I rode  in 

but I 'd  l ike h im to say ,  on the point  tha t  you 
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r a i s e d  a minu te  ago, what wi l l  be the l o n g - r u n  ef fec t  of E u r o p e a n  p roduc -  

t ion on A m e r i c a n  c a p i t a l  and E u r o p e a n  c o m p e t i t i o n ?  

P R O F ,  GAINSBRUGH: I s u s p e c t  t h i s  i s  one tha t  wi l l  be debated  

i n t e n s i v e l y  ~ r r e s p e c t i v e  of w h a t e v e r  a n s w e r  I g i v e .  

I th ink  the a n s w e r  to E u r o p e a n  compe t i t i on  has  to be i n t e n s i f i c a t i o n  

of compe t i t i on  Onour pa r t .  I be l i eve  the boom in W e s t e r n  Europe  a s s u r e s  

l eve l  
us  of a h i g h e r  l eve l  of e conomic  a c t i v i t y  r a t h e r  than a lowerAof economic  

a c t i v i t y .  In o ther  words ,  I would s u b s c r i b e  to the t h e s i s  tha t  what we m u s t  

do i s  not to l i m i t  ~he inf lux of f o r e ign  goods into  the  USA, but, r a t h e r ,  to 

i m p r o v e  our  pos i t i on  9 i a  p a r t i c u l a r  t echno logy  so tha t  we can compe te  

m o r e  e f f ec t i ve ly  in fo re ign  m a r k e t s ,  even  m o r e  e f f e c t i v e l y  in  fo re ign  

m a r k e t s  in the 60 's  than we have in the 50 ' s  and the 40 ' s .  

Is tha t  the note tha t  you would l ike  me to s t r e s s ,  Andy?  I r r e s p e c -  

t ive  of tha t ,  th i s  i s  the one I would s t r e s s .  T h e r e  a r e  two schoo l s  tha t  a r e  
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rapidly emerging. One such  s c h o o l - - a n d  i t  has  an i n c r e a s i n g  n u m b e r  of 

advoca t e s  not only  among  m a n a g e m e n t ,  but  among  l a b o r - - i s  tha t  p r oduc -  

t ion  c o s t s  a r e  so low a b r o a d  tha t  the only  way  we can r e s u l v e  our p r o b l e m  

of the ba l ance  of p a y m e n t s  i s  to l i m i t  the inf lux of i m p o r t s .  The o the r  

school ,  to which I belbng,  is  of the  be l i e f  that  we m u s t  r a i s e  our  l eve l  of 

expo r t s  v ia  e m p h a s i s  upon technology ,  inc lud ing  pay ing  m o r e  a t t en t ion  to 

the d i s l o c a t i o n s  tha t  develop at  the r e g i o n a l  and loca l  level ,  than  we have 

in the pas t ;  but n e v e r t h e l e s s  work ing  down the r o a d  of i n c r e a s i n g  our  
s u f f i c i e n t l y  

expo r t s ,  so tha t  we have a / f a v o r a b l e  ba l ance  of t r a d e  to p e r m i t  us to do 

the t h ings  tha t  a r e  r e q u i r e d  in the  f ie ld  of the u n d e r - d e v e l o p e d  c o u n t r i e s ,  

m i l i t a r y  pos tu re ,  and so on. 

DR. KRESS: Gen t lemen ,  I 'd  l ike to isay jus t  a word h e r e  before  

I thank  P r o f e s s o r  G a i n s b r u g h .  What he has  been doing for  you he re  th i s  
has  not 

m o r n i n g  i s  to t e a c h  you to r e a d  the s t a t i s t i c s .  He/had  as  his  p r i m a r y  

pu rpose  t e l l i ng  you what the e c o n o m y  is  going to do or  i s  doing or  is  l i ke ly  

to do, a l though he had to b r i ng  in a g r e a 4  dea l  of tha t  in o r d e r  to make  

the  s t a t i s t i c s  c l e a r e r  for  you.  I want  to point  out tha t  i t  i s  in F e b r u a r y ,  

in the Economic  S tab i l i za t ion  Unit,  tha t  we wi l l  t r y  to e m p h a s i z e  what i s  

going on and what is  l i ke ly  to go on in the e c o n o m y  g e n e r a l l y .  This  i s  

p r e p a r a t o r y ,  to ge t  you to th ink ing  a long t h e s e  l i ne s .  

Now, P r o f e s s o r  G a i n s b r u g h  had to r e a r  zange his  e n t i r e  s e t  of a f f a i r s  

to come h e r e  today .  Th i s  was the b e s t  t i m e ,  in th i s  unit ,  for  h im to come .  

He came  at c o n s i d e r a b l e  s a c r i f i c e  and has  to be in New York at  s ix  

o ' c l o c k  without  fa i l  tonight ,  and with tha t  fog up t h e r e ,  tha t  m a y  not be 
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A t 

easy. 

Morty, we thank you very much for rescuing us once more and 

g e t t i n g  u s  o f f  t o  a n i c e  s t a r t .  
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