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PRODUCTIVITY AND ECONOMIC GROWTH 

20 S e p t e m b e r  1960 

CCL. REID: G e n e r a l  Mundy, Gent lemen:  To date so f a r  in our  

E c o n o m i c  Sect ion we have c o v e r e d  and h e a r d  l e c t u r e s  on the sub jec t s  

of wages ,  the m o n e t a r y  s y s t e m ,  na t iona l  account ing ,  economic  i n d i c a t o r s ,  

and the f ree  m a r k e t  s y s t e m .  You have a l so  r ead ,  and y o u ' r e  h e a r d  a 

lot  s a i~  in the l a s t  two y e a r s  about p roduc t iv i t y  and economic  growth,  

p a r t i c u l a r l y  with r e s p e c t  to the United States  v i s - a - v i s  the Soviet  Union.  

Re la t ive  r a t e s  of economic  growth  a r e  i m p o r t a n t  in d e t e r m i n i n g  the 

power  pos i t ions  of the v a r i o u s  na t ions .  At the s a m e  t ime,  i t  i s  a l so  i m p o r -  

tant  that  we u n d e r s t a n d  what  f a c t o r s  a r e  in f luenc ing  the g rowth  r a t e s  of 

the v a r i o u s  na t ions .  

We shou ldn ' t  be too f a t a l i s t i c  about  economic  growth.  It is ,  a t  l e a s t  

in pa r t ,  sub jec t  to our  own act ion,  p a r t i c u l a r l y  i f  we u n d e r s t a n d  what i ts  

c ause s  and e f fec t s  a r e .  

To give you a be t t e r  u n d e r s t a n d i n g  of p roduc t i v i t y  and economic  

growth,  we a r e  fo r tuna te  to have as  our  l e c t u r e r  today Dr .  John W. Ken- 

dr ick ,  who is wel l  r e c o g n i z e d  as  the p i o n e e r  in the f ield of the deve lopmen t  

of p roduc t i v i t y  m e a s u r e m e n t  t echn iques .  I migh t  a l so  add, he is one of our  

e c o n o m i c s  i n s t r u c t o r s  dur ing  our  E c o n o m i c s  Sect ion.  He has a book, 

which is  being pub l i shed  by the P r i n c e t o n  U n i v e r s i t y  P r e s s ,  on " P r o d u c t i v i t y  

T r e n d s  in the United S t a t e s . "  This  book wi l l  be out s o m e t i m e  in J a n u a r y .  

I migh t  a l so  add tha t  his  b i o g r a p h i c a l  ske t ch  l i s t s  h im as an a s s o c i a t e  p r o -  

f e s s o r .  Since the ske t ch  was p r in ted ,  he has  been  r a i s e d  to the t i t le  of 



fu l l  p r o f e s s o r .  

Dr .  Kendr ick ,  i t ' s  a p l e a s u r e  to we lcome  you back for  your  second  

l e c t u r e  at  the I n d u s t r i a l  Col lege .  

DR. KENDRICK: G e n e r a l  Mundy, Gen t l emen:  I t ' s  a r e a l  honor  

to be inv i ted  back  a second  t ime  in th is  y e a r  to a d d r e s s  the I n d u s t r i a l  Col-  

lege of the A r m e d  F o r c e s .  This  t ime  a l so ,  as  Colone l  Reid  said ,  I have 

the advantage  of be ing  a d i s c u s s i o n  l eade r ,  which  gives  me some  idea  as  

to what you have been  l e a r n i n g  about  the economy,  your  backg round  in 

th i s  f ieldj  and a l so  what you a r e  i n t e r e s t e d  in with r e s p e c t  to economic  

p r o b l e m s  b a s i c a l l y  in the l ive ly  d i s c u s s i o n s  I 've  been  having with m y  

p a r t i c u l a r  g roup  of s ix t een  over  the pas t  week. 

Las t  J a n u a r y  I spoke on p r o d u c t i v i t y  t r e n d s .  This  t ime  the sub jec t  
the 

is  b r o a d e n e d  to c o m p r i s e  /~ b r o a d e r  f ie ld  of e conomic  growth  g e n e r a l l y .  

But s ince  p roduc t i v i t y  advance  is  the m o s t  i m p o r t a n t  e l e m e n t  in economic  

growth,  t h e r e  wil l  be much  that  is  s i m i l a r  be tween  these  two l e c t u r e s ,  in 

ca se  any  of you have looked a t  the t r a n s c r i p t  of the p r ev ious  one.  

This  m o r n i n g  I plan to take about  ten  m i n u t e s  each  on four  ma in  

top ics :  F i r s t ,  what is  economic  growth,  and why is  i t  p r o b a b l y  the m o s t  

i m p o r t a n t  economic  p r o b l e m  conf ron t ing  us today?  Secondj what a r e  the 

m a i n  e l e m e n t s  and causa l  f o r c e s  behind economic  g rowth?  Thi rd ,  what 

is  the g rowth  r e c o r d  of the Uni ted States s ince  the l a t t e r  p a r t  of the 19th 

cen tu ry ,  when our  f i r s t  r e l a t i v e l y  r e l i a b l e  e s t i m a t e s  of na t iona l  p roduc t  

beg in?  And, four th ,  what is the out look for  economic  g rowth  ove r  the next  

decade  or  two, g iven  p r e s e n t  t r ends ;  and what can we do to a c c e l e r a t e  it~ 
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i f  th i s  is  deemed  d e s i r a b l e ?  

F i r s t ,  what  is  economic  g rowth?  Some e c o n o m i s t s ,  by b io log ica l  

analogy,  look at i t  as the g rowth  of the p roduc t ive  o r g a n i s m .  They  look 

at  a l l  of the p lan ts ,  the m a c h i n e s ,  the cu l t iva ted  land, the p roven  m i n e r a l  

r e s e r v e s ,  and the people that  ope ra t e  these  n o n - h u m a n  r e s o u r c e s  and think 

of th is  as  an o r g a n i s m  which is  g r a d u a l l y  growing and i n c r e a s i n g  i ts  power  
i n c r e a s e  in the 

to produce ,  and would define economic  growth  in t e r m s  of t he / capac i t y  to 

p roduce  of th is  bas i c  m e c h a n i s m .  

Now, obvious ly ,  you would have to m e a s u r e  the capac i ty  in t e r m s  of 

i t s  a c tua l  output po ten t i a l .  As we l e a r n e d  l a s t  week, p e r h a p s  the  b r o a d e s t  
f ina l  

m e a s u r e  of the~output of the economy  is  the g r o s s  na t i ona l  p roduct .  However ,  

we,re  not  i n t e r e s t e d  in the p r i c e  changes  tha t  i n f luenced  the g r o s s  product ;  

so we take the g r o s s  p r o d u c t ,  ad jus ted  to e l i m i n a t e  the e f fec t s  of p r i c e  

change,  tha t  i s ,  the r e a l  na t iona l  p roduct ,  and look at  the g rowth  of th is  

m e a s u r e  over  a p e r i o d  of y e a r s  to get  some  idea  as  to the g rowth  of bas i c  

p roduc t ive  capac i ty .  

We know that  you have f luc tua t ions  in the na t iona l  product ,  in the 

p e r c e n t a g e  of c apac i t y  that  is u t i l i zed .  However ,  if  you look at  th is  na t -  

i ona l  p roduc t  m e a s u r e  in p e r i o d s  of h i g h - l e v e l  ope ra t i on  and u t i l i z a t i on  of 

capac i ty ,  th is  g ives  us the bas ic  t r e n d  in the g rowth  of the capac i t y  i t se l f ,  

because ,  ba sed  on v a r i o u s  m e a s u r e s "  we have,  t h e r e  has been  no p a r t i c u l a r  

t r e n d  in the r a t e  of u t i l i z a t i on  of capac i ty  in h i g h - l e v e l - p r o s p e r i t y  y e a r s  

ove r  the l a s t  c e n t u r y  or  so.  

Also  the r e a l  GNP i t s e l f  i s  of i n t e r e s t  in i ts  own r igh t ,  s ince  ac tua l l y  
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iris 
/kthe realized capacity that we are interested in. I mean, it's the amount 

of production we actually achieve out of this productive organism that gives 

us the material means for our phase of living, for our national security, 

and so on. 

It's often pointed out that our real gross national product, the GNP, 

has to increase more than population if we really are progressing , if we 

are to be better off as individuals. However, this is a different measure, 

and often economists distinguish this from thegrov~h measure by calling 

real product per capita a measure of economic progress, as distinguished 

from overall growth. But the measure I shall concentrate on this morning 

is the overall real GNP as the broadest measure of growth. However, we 

also want to see how it moves in relationship to population. 

There is also interest in how the real product of the country moves 

in relationship to our basic resources, because insofar as we get more out- 

put out of the same resources, our efficiency is increasing. This is basic- 

ally the idea behind the productivity measure; and this is another subsid- 

iary measure of the overall national product that we will want to look at. 

Now, in think/ng about c " " " - -- ' • _ economic growth, perhaps one 

of the first questions that arises is, What is a desirable or adequate growth 

rate? In answerin E this question we have to realize that you can't achieve 

a higher rate of growth than the existing one by waving a wand or some sort 

of magical incantation; that economic growth involves cost. Like every- 

thing else, it comes at a given sacrifice, as will develop further later. 

It involves both a sacrifice of current consumption, and the investment of 
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the sav ing  in i n c r e m e n t s  to popula t ion  i n  the l abor  fo rce  and i n c r e m e n t s  

to p roduc t ive  f ac i l i t i e s ,  inc luding  the deve lopmen t  of n a t u r a l  r e s o u r c e s ,  

and i n v e s t m e n t  in i n c r e a s i n g  the qual i ty  of the l a b o r  and the cap i t a l  s tocks  

of the count ry ,  which g ives  us our  i m p r o v e m e n t  in p roduc t ive  e f f i c i ency .  

In a po l i t i c a l  d e m o c r a c y  in which one m a n  o r  a s m a l l  g roup  cannot  

dec t e e  a g iven  growth  ob jec t ive  and demand  the n e c e s s a r y  s a c r i f i c e s  f r o m  

the communi ty ,  the g rowth  r a t e  of the coun t ry  wi l l  be d e t e r m i n e d  on the 

ba s i s  of r e l e v a n t  dec i s ions  by mi l l i ons  of i n d i v i d u a l s - - h e a d s  of f a m i l i e s ;  
and 

heads  of en t e rp r i s e s~  n o n - p r o f i t  i n s t i t u t i ons ;  r e p r e s e n t a t i v e s  of the people  

in F e d e r a l ,  State, and loca l  g o v e r n m e n t s .  These  a r e  the dec i s i ons  r e l a t e d  

to d i spos i t i on  of t ime  be tween work  and l e i s u r e ,  the d i spos i t i on  of income,  

be tween  consumpt ion  and saving,  the channe l ing  of sav ings  in to  i n v e s t m e n t s  

and into p roduc t ive  a s s e t s ,  and dec i s ions  c o n c e r n i n g  the l eve l  and the c o m -  

pos i t i on  of public  t axa t ion  and expend i tu re .  

To s u m m a r i z e  what is  an adequate  g rowth  r a t e ,  I would s a y  that  in a 

f r ee  soc i e ty  the adequate  r a t e  of e conomic  growth  is  the one which  r e f l e c t s  

the compos i t e  dec i s ions  of the c o m m u n i t y  ove r  t ime  with r e s p e c t  to the vo l -  

ume  of r e s o u r c e s  tha t  i t  wi l l  devote to c u r r e n t  p roduc t ion ,  and the f r a c t i o n  

of c u r r e n t  output it  is  wi l l ing  to i nves t  to i n c r e a s e  the fu ture  p roduc t ive  

po ten t i a l .  These  a r e  not  jus t  ind iv idua l  dec i s ions ,  but dec i s ions  we make  

th rough  our r e p r e s e n t a t i v e s  in gOvernment .  

Now, in r e c e n t  y e a r s  t he r e  has  grown an i n c r e a s i n g  demand  for  a 

h ighe r  r a t e  of growth,  which has been r e f l e c t e d  th is  pas t  s u m m e r  in the 

p l a t f o r m s  of both of o u r  po l i t i c a l  p a r t i e s .  You r e m e m b e r  , the D e m o c r a t i c  
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p l a t f o r m  c a l l s  fo r  an  a c c e l e r a t i o n  of ou r  g r ~ v t h  r a t e  to 5 p e r c e n t - - t h e  

f i g u r e  i s  m e n t i o n e d - - 5  p e r c e n t  a y e a r  on a v e r a g e .  The  R e p u b l i c a n  p l a t -  

f o r m  a l s o  c a l l s  fo r  a fas~ei- 

f i g u r e  i s  no t  m e n t i o n e d .  

Wel l ,  

to US, 

' r a t e  of e c o n o m i c  g r o w t h ,  a l t h o u g h  a s p e c i f i c  

Why i s  i t  t ha t  we a r e  c o n c e r n e d  and  wan t  a h i g h e r  r a t e  of g r o w t h ?  

e c o n o m i c  g r o w t h  s a t i s f i e s  fou r  m a j o r  o b j e c t i v e s  t h a t  a r e  i m p o r t a n t  

w h i c h  I c an  s u m m a r i z e  a s  fo l lows :  

F i r s t  of a l l ,  e c o n o m i c  g r o w t h  g i v e s  us  an  i n c r e a s i n g  m a t e r i a l  b a s e  

for  n a t i o n a l  s e c u r i t y  e x p e n d i t u r e s .  If we had  5 p e r c e n t  g r o w t h  in n a t i o n a l  

p r o d u c t  a t  our  p r e s e n t  l e v e l  of a l i t t l e  o v e r  500 b i l l i on ,  t h i s  would  be a 

25 b i l l i o n  i n c r e a s e  in  the  n a t i o n a l  p r o d u c t ,  and  abou t  30 p e r c e n t  of the i n c r e a s e s  

in  n a t i o n a l  p r o d u c t  go in to  g o v e r n m e n t  t ax  r e v e n u e s .  Thus  abou t  7 b i l l i o n  

or  so  would  be  a d d e d  to g o v e r n m e n t a l  r e v e n u e s ,  Of  c o u r s e  s o m e  of t ha t  

would  be u s e d  fo r  n o n - s e c u r i t y  p u r p o s e s .  On the  o t h e r  hand,  j u s t  the  

g r o w t h  a lone  would  p r o v i d e  fo r  a v e r y  m a t e r i a l  i n c r e a s e  in  n a t i o n a l  s e c u r i t y .  

Some peop le  w i l l  s a y  t ha t  the  g r o w t h  i s n ' t  so  i m p o r t a n t  in  t ha t  r e g a r d ;  

t h a t  we can  j u s t  i n c r e a s e  the  a m o u n t  of our  p r e s e n t  n a t i o n a l  p r o d u c t  go ing  

to d e f e n s e  o u t l a y s .  H o w e v e r ,  we a l l  know i t  i s  m u c h  m o r e  d i f f i c u l t  fo r  

C o n g r e s s  to i n c r e a s e  t a x e s ,  or  to i n c r e a s e  s p e n d i n g  on a d e f i c i t  b a s i s .  

It  would  be m u c h  e a s i e r  to p r o v i d e  fo r  i n c r e a s i n g  n a t i o n a l  s e c u r i t y  and  o t h e r  

n e e d s  of g o v e r n m e n t  out  of  s u b s t a n t i a l  i n c r e a s e s  in  the  n a t i o n a l  p r o d u c t .  

Second ly ,  e c o n o m i c  g r o w t h  g i v e s  us  the  b a s i s  fo r  i n c r e a s i n g  o u r  p l a n e s  

of l iv ing ,  w h i c h  we can  def ine  as  the r e a l  c o n s u m p t i o n  o u t l a y s  p e r  c a p i t a .  

T h i s  i s  the  b a s i c  goa l  of the  e c o n o m y ,  l e t  us  s a y ,  a l ong  w i th  n a t i o n a l  s e c u r i t y .  
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The i n c r e a s i n g  of our s t a n d a r d s  and our  p l anes  of l iv ing,  and our  i n c r e a s e s  

in consumpt ion  pe r  cap i ta ,  over  the l a s t  c e n t u r y  or  so have l a r g e l y  come 

out of i n c r e a s i n g  p roduc t iv i ty ,  which  i s  the m a i n  componen t  of economic  

growth .  

A t h i r d  ob jec t ive  which we can s a t i s f y  thorough economic  g rowth  

is  a b r o a d e n e d  p r o g r a m  of f o r e i g n  i n v e s t m e n t  and aid .  I e m p h a s i z e  fo r -  

e i g n  i n v e s t m e n t  b e c a u s e  th i s  is  of m u t u a l  bene f i t  to us and to the r e c i p i e n t  

c o u n t r i e s - - t o  us b e c a u s e  often r a t e s  of r e t u r n  on i n v e s t m e n t  a r e  a t t r a c t i v e  

abroad ,  m o r e  so f r e q u e n t l y  than at  home;  benef i t s  to the r e c i p i e n t  c o u n t r i e s  

b e c a u s e  i t  he lps  them develop t h e i r  r e s o u r c e s ,  / O f t e n  know-how goes  

along with  the cap i t a l .  T h e r e f o r e  the o the r  c o u n t r i e s  r e c e i v i n g  i n v e s t m e n t s  

f rom th is  coun t ry  en joy  a f a s t e r  r a t e  of economic  d e v e l o p m e n t  than  they  

would if  t hey  had to f inance  i t  out of t h e i r  own r e s o u r c e s .  Also i t  i s  bas i c  
tha t  

po l i cy  in th is  coun t ry ]by  he lp ing  o the r  c o u n t r i e s  develop e c o n o m i c a l l y ,  th i s  

c o n t r i b u t e s  to s t a b i l i t y  in the r e s t  of the wor ld .  

The four th  ob jec t ive  tha t  i s  s a t i s f i e d  by economic  g rowth  is  the  p r o -  

v i s ion  for  f u r t h e r  g rowth .  You r e m e m b e r ,  one of the m a j o r  c a t e g o r i e s  

a f t e r  consumpt ion  in the na t iona l  p roduc t  is  the g rowth  of p r i v a t e  d om e s t i c  

i n v e s t m e n t .  As the to ta l  g r o s s  p roduc t  g rows ,  so a l so  can our  d o m e s t i c  

i n v e s t m e n t ,  which expands  the p lan ts  and the equ ipmen t  and the i n v e n t o r y  

n e c e s s a r y  to i n c r e a s e d  p roduc t ion  in the fu tu re .  

Now t td l ike to t u r n  to the ques t ion  of the c a u s e s  of economic  g r o w t h - -  

the componen t s  in t e r m s  of which we can a n a l y z e  i t  s o m e w h a t  m o r e  p r e c i s e l y .  

Al l  of us  r e m e m b e r  f r o m  our  f i r s t  c l a s s  h e r e  l a s t  week in e c o n o m i c s  
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t h a t  ou tpu t  i s  a func t ion  of  the  land,  l a b o r ,  and  c a p i t a l  r e s o u r -  

c e s  t h a t  we h a v e ,  and  the  e f f i c i e n c y  wi th  w h i c h  t h e s e  r e s o u r c e s  a r e  u sed ,  

wh ich  I w i l l  c a l l  " P "  fo r  " p r o d u c t i v i t y . "  I d i d n ' t  put  down " l a n d "  s e p a  -~ 

r a t e l y .  I i nc lude  tha t  in  c a p i t a l ,  l u m p i n g  i t  t o g e t h e r  w i t h  the  n o n - h u m a n  

r e s o u r c e s  a t  o u r  d i s p o s a l ,  b e c a u s e  our  b a s i c  r e s o u r c e s  can  be d i v i d e d  

t h i s  way,  b e t w e e n  the h u m a n  and  the  n o n - h u m a n  r e s o u r c e s ,  a l t h o u g h  in  the  

c a s e  of land ,  a c e r t a i n  a m o u n t  i s  g iven ,  of c o u r s e ,  a l t h o u g h  the  a m o u n t  t h a t  

we d e v e l o p  v a r i e s .  In the  c a s e  of the  c a p i t a l  r e s o u r c e s  t h a t  a r e  m ~ n a d e ,  

t h e s e  a r e  r e p r o d u c i b l e  and  c a n  be i n c r e a s e d  a t  w i l l  i f  we a r e  w i l l i n g  to 

s a v e  f r o m  c u r r e n t  c o n s u m p t i o n  to devo te  r e s o u r c e s  to  i n c r e a s i n g  c a p i t a l  

f a c i l i t i e s .  

Now, the  p r o d u c t i v i t y  c o m p o n e n t  of g r o w t h ,  t ha t  i s ,  the  e f f i c i e n c y  

wi th  wh ich  we u s e  the  r e s o u r c e s ,  c an  be m e a s u r e d  in  t e r m s  of the  r a t i o  

b e t w e e n  output  of r e a l  n a t i o n a l  p r o d u c t  and  the i npu t s  of l a b o r  and  c a p i t a l ,  

w h i c h  I ' l l  c o m b i n e  and  j u s t  c a l l  " r '  fo r  " i n p u t . "  We can  m e a s u r e  the  l a b o r  

inpu t  in  t e r m s  of the  m a n - h o u r s  w o r k e d  in  the  e c o n o m y .  We can  m e a s u r e  

the c a p i t a l  r e s o u r c e s  in  t e r m s  of the  s t o c k s  of p l a n t  and  e q u i p m e n t  and  
and  

m a c h i n e r y  of d i f f e r e n t  types~of  o u r  n a t u r a l  r e s o u r c e s .  And we c a n  c o m b i n e  

t h e s e  two d i f f e r e n t  t y p e s  of r e s o u r c e s  in  t e r m s  of t h e i r  r e l a t i v e  c o n t r i b u t i o n  

to  n a t i o n a l  i n c o m e  o r  p r o d u c t .  A c t u a l l y ,  the  o w n e r s  of c a p i t a l  r e c e i v e  

abou t  o n e - f o u r t h  of the  n a t i o n a l  i n c o m e ,  the w o r k e r s  of the c o u n t r y  r e c e i v e  

abou t  t h r e e - q u a r t e r s ;  so  we can  c o m b i n e  t h e s e  two inpu t s  abou t  75 p e r c e n t -  

25 p e r c e n t  to ge t  our  o v e r a l l  input .  

P r o d u c t i v i t y  i s  the  r e l a t i o n s h i p  of ou tpu t  to inpu t  in  p h y s i c a l  v o l u m e  
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t e r m s ;  that  is ,  a f t e r  e l i m i n a t i o n  of the ef fect  of p r i c e  change .  

Often you have h e a r d  p roduc t i v i t y  r e f e r r e d  to as  the output pe r  m a n -  

hour .  Well ,  t h a t ' s  a p a r t i a l  p roduc t iv i t y  m e a s u r e ,  because  output pe r  m a n -  

hour  can r i s e  m e r e l y  as  the r e s u l t  of i n c r e a s i n g  the cap i t a l  equ ipment  pe r  

w o r k e r ,  and not n e c e s s a r i l y  as  a r e s u l t  o f  i n c r e a s i n g  p roduc t ive  e f f i c i ency  

g e n e r a l l y .  You have to take  account  of the cap i t a l  cos t s  invo lved  in i n c r e a s -  

ing the equ ipmen t  pe r  w o r k e r  in o r d e r  to see  what the net  sav ings  in r e s o u r c -  

es have been.  So only by combin ing  those  types  of input  can you get  the 

net  sav ings  of r e s o u r c e s  and thus the i n c r e a s e  in p roduc t ive  e f f i c i ency .  

So in d i s c u s s i n g  the c a u s e s  of economic  growth,  I Would l ike to d i s cus s  i t  

in t e r m s  of our  bas ic  input  and in t e r m s  of p roduc t iv i ty .  
l abor  

With r e s p e c t  to]input,  tha t  is ,  m a n - h o u r s  w o r k e d ,  the bas ic  e l e m e n t  

he re ,  of cou r se ,  is  popula t ion  growth,  because  the l abor  fo rce  of the coun-  

t r y  depends  on popula t ion  in the work ing  age b r a c k e t s  of, le t t s  say,  14 to 

65, and the p r o p o r t i o n  of people,  both men  and women,  in the v a r i o u s  ag~  

b r a c k e t s  who a r e  able and wi l l ing  to work .  Actua l ly ,  over  the l a s t  cen tu ry ,  

the p r o p o r t i o n  of the l abor  fo rce  to the popula t ion  has g r a d u a l l y  i n c r e a s e d ,  

s u r p r i s i n g l y  enough when you c o n s i d e r  the fact  tha t  with m o r e  educat ion ,  

f ewer  and fewer  people  in the age b r a c k e t s  14-24 a r e  working .  Also,  due 

to e a r l i e r  r e t i r e m e n t ,  we have fewer  people  work ing  over  65. But the 

dec l ine  in the l abor  fo rce  p a r t i c i p a t i o n  of these  people  has been m o r e  than  

offse t  by the i n c r e a s e  in the p r o p o r t i o n  of women working.  B a r t i c u l a r l y  

ove r  35, a f t e r  having r a i s e d  t h e i r  f a m i l i e s  to a c e r t a i n  age, m o r e  and m o r e  

women a r e  coming  in.  So t he r e  has been a s l igh t  i n c r e a s e  in the p e r c e n t a g e  
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of the  p o p u l a t i o n  w o r k i n g .  

O v e r  the  long  r u n  the  p e r c e n t a g e  of the  l a b o r  f o r c e  t ha t  i s  e m p l o y e d  

h a s  b e e n  f a i r l y  c o n s t a n t .  I m e a n ,  i f  you  d r a w  a t r e n d  t h r o u g h  i t  and  i g n o r e  

the  c y c l i c a l  f l u c t u a t i o n s ,  we can  s a y  t h a t  e m p l o y m e n t  t r e n d s  a r e  p a r a l l e l  

to l a b o r  f o r c e  t r e n d s .  On a v e r a g e ,  b e t w e e n  3 and  5 p e r c e n t  of the  l a b o r  

f o r c e  i s  a l w a y s  u n e m p l o y e d ,  b e c a u s e  t h i s  i s  the  n o r m a l  s i t u a t i o n  in  a d y n -  

a m i c  e c o n o m y  as  peop le  a r e  b e t w e e n  jobs ,  o r  a r e  l ~ o k i n g  fo r  jobs ,  o r  a r e  

t e m p o r a r i l y  l a id  off fo r  s e a s o n a l  or  o t h e r  r e a s o n s .  

H o w e v e r ,  the  i n c r e a s e  in  our  p o p u l a t i o n  and  l a b o r  f o r c e  h a s  b e e n  

o f f s e t  to s o m e  e x t e n t  by  the d e c l i n e  in  a v e r a g e  h o u r s  w o r k e d  p e r  w e e k  and  

p e r  y e a r .  B a c k  a r o u n d  1900 the  a v e r a g e  w o r k  week  was  60 h o u r s .  Now 

i t ' s  40 h o u r s .  T h i s  ha s  o f f s e t  to qui te  an  e x t e n t  ou r  g r o w t h  in  p o p u l a t i o n  

and  l a b o r  f o r c e .  N e v e r t h e l e s s ,  we have  had an  i n c r e a s e  in  m a n - h o u r s  

w o r k e d  o v e r  t h i s  c e n t u r y  of 1 1/2 p e r c e n t  o r  so .  I t  would  have  b e e n  m o r e  

i f  the  w o r k  week  had  not  f a l l e n  a s  f a s t .  I- iowever,  t h a t ' s  the  c h o i c e  t ha t  

peop l e  have  to m a k e - - t h e  c h o i c e  b e t w e e n  m o r e  l e i s u r e  and  m o r e  g o o d s - -  

and  we have  c h o s e n  to t ake  b o t h - - m o r e g O O 4  s and  m o r e  l e i s u r e .  

In o t h e r  w o r d s ,  b e h i n d  the  g r o w t h  in  l a b o r  inpu t  y o u  have  the  g r o w t h  

in  popu la t ion ;  and  I s u b m i t  t ha t  t h i s  d e p e n d s ,  f i r s t ,  on p e o p l e ' s  f r e e  c h o i c e  

on the s i z e  of f a m i l i e s ;  but  i t  d e p e n d s  on i n v e s t m e n t ,  b e c a u s e  a l l  of u s  who 

a r e  f a t h e r s  h e r e  know tha t  t h e r e  i s  qui te  an  i n v e s t m e n t  i n v o l v e d  in  r a i s i n g  

a c h i l d  to w o r k i n g  age .  So t h i s  r e p r e s e n t s  a type  of f a m i l y  i n v e s t m e n t  in  

i n c r e a s i n g  the popu la t i on .  

In the  c a s e  of the  c a p i t a l  r e s o u r c e s ,  t h i s  i s  o b v i o u s l y  a m a t t e r  of 
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investment, 

investing the savings in new plant, 

are also necessary for production, 

because  only  by abs t a in ing  f r o m  c u r r e n t  consumpt ion  and 

new equ ipmen t ,  and i n v e n t o r i e s ,  which 

can we i n c r e a s e  our  cap i t a l  equ ipmen t  

and our  capac i ty  to p roduce .  So the r a t e  of i n c r e a s e  in cap i t a l  depends on 

the r a t e  of sav ings  and i n v e s t m e n t .  

And, f ina l ly ,  what  a r e  the bas ic  f a c t o r s  beh ind  productiv~tYchange, 

i n c r e a s e  in e f f ic iency ,  obta in ing  m o r e  output for  the s a m e  input?  Well ,  

th i s ,  too, i s  a m a t t e r  of i n v e s t m e n t .  I t ' s  a m a t t e r  of i nves t i ng  r e s o u r c e s  

in the ac t i v i t i e s  tha t  r e s u l t  in inven t ion  and in innova t ion .  

P e r h a p s  the bes t  m e a s u r e  we have of such  i n v e s t m e n t ,  in tang ib le  

i n v e s t m e n t - - i t . s  not counted as  i n v e s t m e n t  by the C o m m e r c e  Depa r tmen t ,  

no m o r e  than the expend i tu r e s  on c h i l d r e n  a r e  counted  as  i n v e s t m e n t ,  but 

it  is  i n v e s t m e n t  i f  you de f ine  i n v e s t m e n t  as being any expend i tu re  in the 

c u r r e n t  pe r iod  tha t  y i e lds  r e s u l t s  in  fu ture  pe r i ods ,  which is how I would 

define i n v e s t m e n t .  1~ and D is  the s ame  s o r t  of i n v e s t m e n t ,  because  you 

u n d e r t a k e  r e s e a r c h  and deve lopmen t  now in o r d e r  to t r y  to develop i m p r o v e d  

p roduc t s ,  i m p r o v e d  p r o c e s s e s ,  c o s t - r e d u c i n g  equipment~ m a c h i n e r y  which 

wi l l  i n c r e a s e  the e f f i c i ency  of p roduc t ion  in fu ture  pe r i ods .  We a l l  know 

tha t  th is  r e s e a r c h  and deve lopmen t  work  has i n c r e a s e d  t r e m e n d o u s l y  in 

th is  coun t ry .  Back in 1920, l e s s  than 100 m i l l i o n  d o l l a r s  was spent  on it .  

This  y e a r  about  12 1/2 b i l l ion  wi l l  be spent ,  which is an i n c r e a s e  r e l a t i v e  

to the na t iona l  p roduc t  of f r om less  than  one tenth  of one p e r c e n t  to ove r  

two pe rcen t ,  Which is  a Very l a rge  r e l a t i v e  i n c r e a s e  and undoubtedly  has  

been a m a j o r  fo rce  leading  to i n c r e a s e d  p r o d u c t i v i t y .  
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Along with the i n c r e a s i n g  R & D has  had to go expend i t u r e s  to i m p r o v e  the 

qual i ty  of the l abor  fo rce ,  f i r s t  of a l l ,  to t r a i n  the s c i e n t i s t s  and e n g i n e e r s  

tha t  c a r r y  out the R & D; and, secondly ,  to  i n c r e a s e  the sk i l l s  and educa t ion  

of the l abor  fo rce  g e n e r a l l y ,  which has to ope ra t e  th is  i n c r e a s i n g l y  complex  

p roduc t ive  m e c h a n i s m  which is p roduc ing  500 ~billion do l l a r s  wor th  of goods i 

and s e r v i c e s .  

I th ink these  a r e  bas ic  to economic  growth .  And not ice  tha t  in e v e r y  

case ,  sav ing  and i n v e s t m e n t  a r e  i n v o l v e d - - i n v e s t m e n t  looking to the fu ture ,  

to i n c r e a s i n g  the fu ture  inputs  and to i n c r e a s i n g  the e f f i c i ency  with which 

those  inputs  a r e  u t i l i zed ,  which r e q u i r e s  abs t a in ing  f rom c u r r e n t  consumpt ion  

and put t ing r e s o u r c e s  with an eye to the fu ture .  And, of cou r se ,  th i s  i s  

one of the th ings  tha t  d i s t i ngu i she s  men  f r o m  a n i m a l s - - o u r  ab i l i t y  to look 

fo rward ,  to plan,  and to s a c r i f i c e  c u r r e n t  s a t i s f a c t i o n  forfUturegoals" And 

that  i s  the bas ic  cause  behind economic  growth .  

Of c o u r s e  we need  the i nven t ives  for  th is ,  and we need  the i n s t i t u t i ons  

tha t  m a k e  i t  pos s ib l e .  So, 

th i s  count ry ,  for  example ,  

gd.ug deeper ,  I would s ay  that  the fact  ~ tha t  in  

we have a deep d e s i r e  for  m a t e r i a l  p r o g r e s s ,  

a w i l l i ngnes s  to adapt  to the t e c h n o l o g i c a l  changes  which our  progres_~involves,  

and an i n t e r e s t  in m e c h a n i c a l  th ings ,  an i n t e r e s t  in  i m p r o v i n g  e f f i c i ency  for  

i t s  own sake  as  wel l  as  for  i t s  f r u i t - - a l l  of these  th ings  a r e  i m p o r t a n t ,  plus 

the s t ab i l i ty ,  the po l i t i c a l  s t ab i l i ty ,  that  enab les  a man  to p lan for  the 

fu ture  in r e a s o n a b l e  c e r t i t ude  tha t  he wil l  be able  to en joy  the f ru i t s  of h is  

savings at a future time. 

countries are finding out. 

This is terribly important too, as under-developed 

It's necessary to provide a certain basic social 
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and p o l i t i c a l  s t a b i l i t y  be fore  you can u n d e r t a k e  the economic  a c t i v i t y  

which r e s u l t s  in g rowth .  

Well ,  now, l e t ' s  look at  the  g rowth  r e c o r d  of the Uni ted S ta tes .  

I b rough t  a s e r i e s  of f ive s l i d e s  tha t  I th ink  wi l l  s h o w  t h i s .  m o r e  g r a p h -  

i c a l l y  than I can  ind ica te  by words .  So w e ' l l  t ake  a look at  what  the f i g u r e s  

show with r e s p e c t  to the i n c r e a s e  in  ou t  input -ou tpu t  p roduc t iv i t y .  

( Cha r t  l) 

Th i s  top l ine  shows our  r e a l  g r o s s  na t iona l  p roduc t .  You not ice  
p r i v a t e  

i t ' s  j u s t  t h e / d o m e s t i c  economy,  because  i t ' s  v e r y  d i f f icul t  to m e a s u r e  the 

output of g o v e r n m e n t .  If I had inc luded  the g o v e r n m e n t  output, m e a s u r e d  

in  t e r m s  of the  r e a l  e a r n i n g s  of g o v e r n m e n t  e m p l o y e e s - - w h a t  the C o m m e r c e  

D e p a r t m e n t  d o e s - - y o u  would have m u c h  the s a m e  c u r v e - - a  l i t t l e  h ighe r  

i n c r e a s e  tha t  g o v e r n m e n t  has  g rown r e l a t i v e  to the p r i v a t e  e conom y .  But 

th i s  i s  p r i va t e  economy.  

The r e a l  na t i ona l  p roduc t  over  th i s  pe r iod  f r o m  1889 to 1957 has  been  

about 3 i /2  p e r c e n t  a y e a r .  You not ice  t h e s e  p e r i o d s  of m o r e  r a p i d  g rowth  

back h e r e  in  the 1890's, when g rowth  a p p e a r e d  to be much  m o r e  r ap id .  

Dur ing  the 30 ' s  t h e r e  was v e r y  l i t t l e  g rowth  on net  ba lance ;  and v e r y  r a p i d  

g rowth  dur ing  the war  and the i m m e d i a t e  p o s t w a r  per iod ;  and in the l a s t  

few y e a r s ,  1953, the r a t e s  of g rowth  has  been s o m e w h a t  s l o w e r - - o n l y  about  
fo~" 

2 I /2 p e r c e n t  a y e a r .  But / the  p o s t w a r  pe r i od  as  a whole - -1947-1959- -  i t  

has  been  3 1/2 pe r cen t ,  r i g h t  in l ine with our  l o n g - t e r m  r a t e .  

I migh t  m e n t i o n  tha t  the ' 47 - ' 53  r a t e  was 4 1/2 p e r c e n t .  Since 1953 

i t  has  s lowed down to 2 i /2 ,  which  is  one r e a s o n  for  the c o n c e r n  tha t  people  
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have about the r a t e  of growth .  Tha t  is  why it  got  into both p a r t y  p l a t f o r m s .  

The fact  that  the r a t e  of g rowth  s lowed down in ' 5 3 - - I  do not want you 

to in fe r  f r om my r e m a r k s  that  i t  was a s s o c i a t e d  with a change of po l i t i c a l  

p a r t i e s  at  al l ,  because  ac tua l ly  we had f luc tua t ions  in the r a t e s  of growth 

th roughout  our  h i s t o r y .  In some  pe r i ods  we have had r ap id  growth,  s u c c e e d e d  

by pe r i ods  of l e s s  r a p i d  growth.  I ' m  not r e f e r r i n g  to the b u s i n e s s  cyc le  

and d e p r e s s i o n ,  but m e r e l y  to the r a t e s  of g rowth  be tween  b u s i n e s s  cyc le  

peaks ,  le t  us say .  It has been  quite n o r m a l  to have f a s t e r  and s lower  r a t e s  

th roughou t  our  whole h i s t o r y .  

Now, he r e  we have our  bas i c  input .  Cap i ta l  input has  grown at  2 112 

p e r c e n t  a y e a r  over  th is  pe r iod .  Our l abor  input,  which a r e  m a n - h o u r s  

weighted  by a v e r a g e  hour  e a r n i n g s  of the m a j o r  i n d u s t r i e s ,  have grown 

l e s s  r a p i d l y - - a b o u t  1 112 p e r c e n t .  In o ther  words ,  c ap i t a l  pe r  w o r k e r  has  

grown about one p e r c e n t  a yea r ,  which is an i m p o r t a n t  a s p e c t  of  our  growth.  

the When we combine  these  two i: ~puts in p r o p o r t i o n  to t h e i r ~ s h a r e s  , 

of Anational income,  we get  the growth  of input,  t a n g i b l e  input as  a whole, 

which is about  1.7 p e ~ e n t .  When we divide that  into the r e a l  product ,  we 

get an i n c r e a s e  of p r o d u c t i v i t y  of 1. 7. 

So tha t  the g rowth  of input and the g rowth  of p roduc t i v i t y  have been 

about the s a m e  over  this  long p e r i o d - - 1 . 7  p e r c e n t  e a c h - - t h u s  each  accoun t -  

ing for  about  half  our  g rowth  in output as  a whole.  

But not ice  that  the i~put growth  was g r e a t e r  up t h rough  Wor ld  War  I, 

and i t  has  been less  s ince  then;  w h e r e a s  p r o d u c t i v i t y  g rowth  was l e s s  up to 

World  War I and has been  g r e a t e r  s ince  1919. 
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has  a c c e l e r a t e d  to 2. l p e r c e n t  a y e a r  s i n c e  1919, o v e r  the  l a s t  40 y e a r s .  

Input  has  s l o w e d  down f r o m  I. 7 p e r c e n t  a y e a r  to i. I p e r c e n t .  In o t h e r  

w o r d s ,  i npu t s  a r e  i n c r e a s i n g  on ly  abou t  t w o - t h i r d s  a s  f a s t ,  w h e r e a s  p r o d u c -  

t i v i t y  i s  i n c r e a s i n g  o v e r  50 p e r c e n t  f a s t e r  t h a n  i t  d id  p r i o r  to 1919. Thus  

p r o d u c t i v i t y  h a s  b e c o m e  a m o r e  i m p o r t a n t  p a r t  of  t o t a l  g r o w t h .  S ince  

1919 the  G N P  has  gone  up abou t  3 .2  p e r c e n t ,  and  p r o d u c t i v i t y  2 .1 .  In  o t h e r  

w o r d s ,  about  t w o - t h i r d s  of our  g r o w t h  has  b e e n  due to the  i n c r e a s e  in  the  

e f f i c i e n c y  wi th  wh ich  we u s e  our  b a s i c  r e s o u r c e s .  

J u s t  one o t h e r  w o r d  on t h i s  c h a r t  b e f o r e  we l eave  i t .  The  t o t a l  ou tput  

of r e a l  GNP has  gone  up ~3 lJ2 p e r c e n t ,  but  p r i c e s  went  up 2 p e r c e n t  a y e a r  

on an  a v e r a g e  o v e r  t h i s  p e r i o d .  Thus  a t  c u r r e n t  d o l l a r s  the  GNP wen t  up 

5 1/2 p e r c e n t .  But  we t h r o w  out  the  2 p e r c e n t  due to p r i c e  i n c r e a s e .  So 

I t h i n k  you  m i g h t  be i n t e r e s t e d  in  knowing  the  l o n g - r u n  r a t e  of i n f l a t i o n .  

The  q u a n t i t y  of m o n e y  a c t u a l l y  went  up m o r e  t h a n  2 p e r c e n t .  To t i e  in  wi th  

o u r  l e c t u r e  on m o n e y  s upp ly ,  the  m o n e y  s u p p l y  wen t  up c l o s e r  to 3 p e r c e n t .  

But  i t  was  o f f s e t  to s o m e  e x t e n t  b y  d e c r e a s e d  v e l o c i t y  of c i r c u l a t i o n ,  o r ,  

in  o t h e r  w o r d s ,  by  an  i n c r e a s e  in  l i qu id  b a l a n c e s  t h a t  peop l e  he ld  r e l a t i v e  

to  t h e i r  i n c o m e  o v e r  t h i s  p e r i o d .  As peop l e  have  b e c o m e  w e a l t h i e r ,  t h e y  

h a v e  c h o s e n  to ho ld  p a r t  of  t h e i r  w e a l t h ,  o r  an  i n c r e a s i n g  p a r t ,  in  t e r m s  

of l iqu id  a s s e t s ,  s u r p r i s i n g l y  enough .  

T h i s  m e r e l y  s h o w s  the  p r o d u c t i v i t y  r a t i o  not  only in r e l a t i o n  to l a b o r  

and  c a p i t a l ,  but  in  r e l a t i o n  to l a b o r  a lone  and  to  c a p i t a l  a l o n e .  Ou tpu t  p e r  

m a n - h o u r ,  when  you  coun t  a l l  m a n - h o u r s  the  s a m e ,  h a s  gone  up about  2 1/2 

p e r c e n t  a y e a r  o v e r  t h i s  long p e r i o d .  When you  w e i g h t  the  m a n - h o u r s  
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a c c o r d i n g  to the a v e r a g e  e a r n i n g s  in the base  pe r i od  of d i f f e r en t  types  of 

occupa t ions  and in d i f f e r en t  i n d u s t r i e s ,  you find tha t  th i s  we igh ted  m a n - h o u r  

m e a s u r e  goes. ~ up m o r e  than  the unweigh ted  m a n - h o u r s ,  due to the  sh i f t s  

of w o r k e r s  t oward  h i g h e r - p a y i n g  occupa t ions  and i n d u s t r i e s .  In effect ,  

th is  r e f l e c t s  i n c r e a s i n g  educa t ion  and t r a i n i n g  on the pa r t  of the  popula t ion .  

Since weighted  m a n - h o u r s  have gone up m o r e  than  unweighted ,  th i s  second  

m e a s u r e ,  output pe r  weighted  m a n - h o u r ,  has  gone up l e s s .  It has  gone up 

about 2 1/4 p e r c e n t  a y e a r  over  the pe r iod .  Output r e l a t i v e  to cap i t a l  a lone  

has  gone up a l i t t l e  ove r  l p e r c e n t  a y e a r  l e s s  than  output pe r  uni t  of l abor  

b e c a u s e  of the fact  tha t  we have b e e n  i n c r e a s i n g  c a p i t a l  pe r  w o r k e r .  We 

have been subs t i t u t i ng  cap i t a l  for  l abor .  

Notice  tha t  t h e r e  a r e  f luc tua t ions  in  p r o d u c t i v i t y  change .  R e c e s s i o n s  

or  d e p r e s s i o n s  u s u a l l y  r e s u l t  in a s lowing  up or  dec l ine  Right  a f t e r  the  the 

war  i n / p o s t w a r  r e a d j u s t m e n t  t h e r e  was a dec l ine  in p roduc t iv i ty ,  p lus  

the l o n g - t e r m  t r e n d  has  been  up and up f a s t e r  in r e c e n t  decades  than in the 

e a r l i e r  ones .  

(Cha r t  2) 

This  c h a r t  shows output on a pe r  cap i t a  b a s i s  . Popu la t ion  ove r  th i s  

s e v e n - y e a r  p e r i o d  has  r i s e n  about  1 I /2 p e r c e n t  a y e a r .  Thus r e a l  p roduc t  

p e r  capi ta ,  which is  t h i s  l ine,  i n c r e a s e d  about 2 p e r c e n t  a y e a r .  

When you look at output on a pe r  cap i t a  b a s i s  to get  a ' m e a s u r e  of 

economic  p r o g r e s s ,  you see  tha t  p r o d u c t i v i t y  has  r e a l l y  accoun ted  for  a l l  

of the i n c r e a s e ,  b e c a u s e  input  pe r  cap i t a  r e a l l y  has  i n c r e a s e d  p r a c t i c a l l y  

none at  a l l .  T h e r e  is  a l i t t l e  net  i n c r e a s e ,  t h e r e  was m o r e  i n c r e a s e  up to 
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World  War I, but then with the s lowing down of popula t ion  and l abor  fo rce  

growth,  we ac tua l l y  had a l i t t l e  dec l ine  in inputs  r e l a t i v e  to popula t ion .  

You not ice  that  th is  t a in ted  the m a n - h o u r  s ide  of it,  l a r g e l y  due to some  

s lowing down of popula t ion  and l abor  fo rce  growth.  But y o u w i l l  see  soon,  

th is  cu rve  wil l  be p i c k i n g ~ p  in the next  decade  or  two, due to the baby 

boornof the 40 's ,  which m e a n s  m o r e  new people  coming  into the l abor  fo rce  

in the 60 's .  Cap i t a l  output has  cont inued  up on net  ba lance  despi te  the  

d e p r e s s i n g  inf luence  of the g r e a t  d e p r e s s i o n  and World  War H on p r i va t e  

c ap i t a l  f o r m a t i o n .  

(Char t  3) 

This  c h a r t  I inc luded  to ind ica te  tha t  p roduc t iv i ty  i n c r e a s e s  at  d i f f e r -  

ent  r a t e s  in d i f fe ren t  i n d u s t r i e s .  Here  we have five m a j o r  i n d u s t r y  d iv i s -  

ions .  Our m o s t  r ap id  r a t e s  of p roduc t i v i t y  advance  have come in c o m m u n i -  

ca t ions  and publ ic  u t i l i ty ,  p a r t i c u l a r l y  the e l e c t r i c  l ight  and power  u t i l i t y .  

We have had i n c r e a s e s  of ove r  5 p e r c e n t  a y e a r .  Manufac tu r ing  has been  

about 2 1/2 p e r c e n t  a y e a r ,  ~ r anspo r t a t i on  3 I /2 p e r c e n t .  Even  ~ the 

s o - c a l l e d  " b a c k w a r d "  r a i l r o a d s  have done b e t t e r  than  the na t iona l  a v e r a g e  

in p roduc t iv i ty  advance .  T h e i r  t roub le  is  tha t  the  a i r l i n e s ,  p ipe l ines ,  

t r uck  l ines ,  and bus l ines  have done b e t t e r  in i n c r e a s i n g  p r o d u c t i v i t y  than  

the r a i l r o a d s  even.  

In f a r m i n g  we did not  have v e r y  much  i n c r e a s e  i n  the p roduc t iv i ty  

up un t i l  the mid  30 ' s .  Then we had v e r y .  r ap id  i n c r e a s e  in p roduc t i v i t y  

on the f a rm ,  which is one of th~ r e a s o n s  for our  f a r m  p r o b l e m - - m o r e  and 

m o r e  output pe r  f a r m e r ,  which m e a n s  tha t  our  needs  can be s a t i s f i e d  with 
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fewer  people in a g r i c u l t u r e .  
dozens of 

If I showed a c h a r t  showing p roduc t iv i t y  in s e v e r a l ~ i n d u s t r i e s ,  you  

would find a big fanning out of r a t e s  sus t a ined ,  r ang ing  a l l  the way f r o m  

6 p e r c e n t  a y e a r  on a v e r a g e  down to v i r t u a l l y  nothing.  However ,  a l l  of 

our  i n d u s t r i e s  have e x p e r i e n c e d  some  i n c r e a s e  in e f f i c i ency  over  the long 

per . iod down the re ,  which begins  in 1889. 

Let  me s ay  one m o r e  th ing about  i n d u s t r y  changes .  The i n d u s t r i e s  

which have i n c r e a s e d  t h e i r  p roduc t iv i ty  m o s t  have been  able  to r educe  t he i r  

p r i c e s  r e l a t i v e l y  to o ther  i n d u s t r i e s .  This  has i n c r e a s e d  t h e i r  s a l e s  r e l a '  

t ive  to i n d u s t r y  s a l e s  g e n e r a l l y ,  and enough so  so tha t  t hey  have i n c r e a s e d  

t h e i r  e m p l o y m e n t  of people .  In g e n e r a l ,  then,  our  p r o g r e s s i v e  i n d u s t r i e s  

have been  the bes t  e m p l o y e r s  of l abor ,  the ones tha t  have a b s o r b e d  m o r e  

cap i ta l ,  and have been get t ing  an i n c r e a s e  in the s h a r e  of the m a r k e t .  So 

c e r t a i n l y ,  i f  th i s  were  a group of b u s i n e s s m e n ,  I would adv i se  them to look 

v e r y  c a r e f u l l y  at t h e i r  p r o d u c t i v i t y  r e c o r d s .  And m o r e  and m o r e  c o m p a n i e s  

a r e  t r y ing  t o m e a s u r  e t h e i r  own p roduc t iv i t y .  

(Char t  4) 

Now, the f inal  c h a r t  in th is  s e r i e s  c o m p a r e s  our  i n c r e a s e  of p roduc -  

t i v i ty  with the i n c r e a s e  in r e a l  a v e r a g e  hour ly  e a r n i n g s .  This  is  rnanufac-  

tu r ing .  This  is  our  e conomy  as a whole.  You not ice  tha t  r e a l  a v e r a g e  

e a r n i n g s  have gone up a l i t t le  m o r e  than p roduc t iv i t y .  They  have gone up 

about 2 .8  p e r c e n t .  Cutput  pe r  m a n - h o u r  has  gone up about 2 . 6  pe rcen t ,  you m a y  

r e c a l l .  

The only r e a s o n  why r e a l  a v e r a g e  e a r n i n g s  of l abor  have been able  to 
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go up a l i t t l e  m o r e  t h a n  p r o d u c t i v i t y  i s  t h a t  the  c o m p e n s a t i o n  of c a p i t a l  

p e r  u n i t  has  gone  up a l i t t l e  l e s s  t h a n  the output  p e r  un i t  of c a p i t a l ,  wh ich  

has  m a d e  i t  p o s s i b l e  for  w o r k e r s  to  ge t  a l i t t l e  m o r e  i n c r e a s e  than  t h e i r  

p r o d u c t i v i t y .  

A lot  of peop le  a r e  s u r p r i s e d  when  I s a y  t h i s ,  b e c a u s e  g e n e r a l l y  we 

t h i n k  t ha t  wage  i n c r e a s e s ,  u n l e s s  l i m i t e d  to the  i n c r e a s e  in  output  p e r  m a n -  

hour ,  a r e  i n f l a t i o n a r y .  'vVell, t ha t  i s  b a s i c a l l y  t~rue; bu t  you  c a n  ge t  a l i t t l e  

m o r e  i n c r e a s e  in  wage  r a t e s  t han  in  output  p e r  m a n - h o u r  to  the  e x t e n t  

t h a t  c a p i t a l  c o m p e n s a t i o n  does  not  r i s e  a s  m u c h  a s  ou tpu t  p e r  un i t  of  c a p -  

i t a l  r i s e s .  But  t h i s  i s  a v e r y  s m a l l  a m o u n t .  I t h ink  we can  s a y  tha t ,  g i v e n  

our  p r o d u c t i v i t y  t r e n d s ,  wage  i n c r e a s e s  in  e x c e s s  of 3 p e r c e n t  d e f i n i t e l y  
f r o m  

t e n d  to  p u s h  up p r i c e s  ~ the c o s t  s i d e ,  a s s u m i n g  t h a t  the  m o n e t a r y  a u t h o r -  

i t i e s  a c c o m m o d a t e  t h i s  by  i n c r e a s i n g  the s u p p l y  of m o n e y  s u f f i c i e n t l y  to 

t u r n  o v e r  the  n a t i o n a l  p r o d u c t  a t  the  r i s i n g  un i t  c o s t  n e c e s s i t a t e d  by  wa~e 

i n c r e a s e s  in  e x c e s s  of 3 p e r c e n t  o r  so  a y e a r  on a v e r a g e .  

You p e r h a p s  w i l l  wan t  to a s k  m o r e  q u e s t i o n s  abou t  t ha t .  But  I have  
w a n t  

to go on now, s i n c e  t i m e  i s  g e t t i n g  s h o r t  and  I don't,~to i n f r i n g e  on the  

q u e s t i o n  p e r i o d ,  s i n c e  o f ten  I t h ink  the  q u e s t i o n  p e r i o d  i s  the  m o s t  i n t e r e s t i n g .  

Now, I wan t  to go on to d i s c u s s  the ou t look  wi th  r e s p e c t  to our  r e a l  

n a t i o n a l  p r o d u c t  in  c o m i n g  y e a r s .  

The  way  t h a t  we p r e d i c t ,  t ha t  we p r o j e c t ,  the  r e a l  n a t i o n a l  p r o d u c t  

i s ,  f i r s t  of a l l ,  by  p r o j e c t i n g  the  p o p u l a t i o n  and  the  l a b o r  f o r c e ,  w h i c h  

g i v e s  us  an  i dea  of the  t r e n d  in  e m p l o y m e n t  t h a t  i s  p o s s i b l e .  We p r o j e c t  

a v e r a g e  h o u r s  p e r  week ,  u s u a l l y  a s s u m i n g  s o m e  f u r t h e r  g r a d u a l  d e c l i n e ,  
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which  g ives  us an i n c r e a s e  in m a n - h o u r s  a v a i l a b l e  for  work .  Then we 

p r o j e c t  the i n c r e a s e  in  output pe r  m a n - h o u r .  In o the r  words ,  in th is  p a r -  

t i a l  p r o d u c t i v i t y  m e a s u r e ,  i f  I m u l t i p l y  output pe r  m a n - h o u r s  t i m e s  m a n -  

hours  a v a i l a b l e  for  a fu ture  y e a r ,  we : come up with an e s t i m a t e  of na t iona l  

i t  is  
p roduc t .  Th i s  i s  jus t  in the long run,  s ince  over  long p e r i o d s  ]the supp ly  

and p roduc t ive  e f f i c i e n c y  tha t  d e t e r m i n e  how much  wi l l  be p r o d u c e d .  In 

the s h o r t  run  we have to look at demand  f a c t o r s .  And in m y  p a r t i c u l a r  group 

I have been  d i s c u s s i n g  the v e r y  def in i te  i nd i ca t i ons  of a coming  r e c e s s i o n .  

I th ink  that  quite l i ke ly  in 1961 we wi l l  have a r e a d j u s t m e n t  aga in .  But th i s  

should  pave the way for  quite r a p i d  economic  g rowth  over  the next  decade,  

because ,  f i r s t  of al l ,  w e ' r e  going to have the l a r g e r  i n c r e a s e  in the l abor  

fo rce  and thus  in e m p l o y m e n t  in m a n - h o u r s ,  a s s u m i n g  our  economic  po l i c i e s  

conduce to r e l a t i v e l y  ful l  e m p l o y m e n t ,  

1960's.  

which  I ' m  s u r e  they  will ,  in the 

(Slide ) 
The f i r s t  s l ide  with r e s p e c t  to outlook shows  the p robab le  i n c r e a s e  in 

popula t ion  and labor  fo rce  jumping  f rom 1960 to 1980, which  g ives  you a 

2 0 - y e a r  p e r s p e c t i v e  he re  of populat ion growth .  It i s  now about 180 m i l i i o n  

a n d w i l l  g row to ove r  250 m i l l i o n  in the next  20 y e a r s .  Th i s  i s  not on m y  

p ro jec t ion ,  but on p r o j e c t i o n s  of the C e n s u s  Bureau ,  which  has  e x p e r t s  in  

d e m o g r a p h y  m a k i n g  f o r e c a s t s  of p~pula t ion  growth .  T h e i r  f o r e c a s t s  f o r -  

m e r l y  had been too low. Now t h e y  s e e m  to be m o r e  r e a l i s t i c  in t h e i r  popu-  

la t ion  p r o j e c t i o n s .  P r o j e c t i n g  the l abor  fo rce  p a r t i c i p a t i o n  r a t i o ,  m e n  and 

women,  we come up with an i n c r e a s e  of l abor  fo r ce  f rom about  70 m i l l i o n  

at  p r e s e n t  to a round  100 m i l l i o n  in 1980. 
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Them if we project the real product of the workers--I didn't go 

through the intermediate steps of estimating hours and output per man- 

hour--but on a per worker basis you see that now we are about $7000 per 

worker, compared with less than 5 back in 1940; and assuming that the price 

trend is as in the past, we go up to around I1 or Ii 1/2 thousand of 1959 

dollars per worker. I say "1959 doldars" because, obviously, we want 

to eliminate the price factor. This is just based on past productivity trends 

that we get this increase in the real product per worker. 

But, even using the past trend@, you can see that we will have a very 

large increase in the national product over the next 20 years. 

By the way, in this slide I didn't mean to show any cyclical fluctua- 

tion. That point should be about right here. But the 1980 figure is correct. 

This means that the national product, in 1980 will be around 1 trillion 200 

billion, compared with our present level of about 500 billion. 

Now, this means a faster rate of growth in the next ten to twenty 

years than we have had in the last decade. As I said, our long-term rate, 

plus the rate of the postwar period, has been 3 I/2. This figure for 1980 

i m p l i e s  about  4 1/4 p e r c e n t  p e r  y e a r  g r o w t h .  I t  i s  an  a c c e l -  

e r a t i o n .  E y e n  wi thou t  s p e c i a l  p o l i c i e s ,  due to t h i s  i n c r e a s e  in  the  l a b o r  

f o r c e ,  we w i l l  a c c e l e r a t e  ou r  e c o n o m i c  g r o w t h .  

H o w e v e r ,  m a n y  peop l e  f e e l  t ha t  t h i s  i s  not  enough .  M r .  B e r l e  y e s -  

t e r d a y  m e n t i o n e d  t ha t  the  R u s s i a n  g r o w t h  r a t e  i s  in  e x c e s s  of 5 p e r c e n t  a 

y e a r ,  p r o b a b l y  b e t w e e n  5 and  6; and  I ' v e  s e e n  e s t i m a t e s  of a r o u n d  7. We 

know t h a t  m a n y  o t h e r  c o u n t r i e s  have  b e e n  g r o w i n g  f a s t e r  t h a n  the  Un i t e d  
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Sta tes  in  the l a s t  t en  or  f i f teen  y e a r s ,  inc lud ing  our  two f o r m e r  e n e m i e s  

Japan  and G e r m a n y ,  as  wel l  as  some  of our f o r m e r  a l l i e s .  The r a t e  of 

g rowth  has  been  high in  m a n y  o ther  c o u n t r i e s .  

v e r y  good. 

Even  the a c c e l e r a t i o n  to 4 1/4 p e r c e n t  

Our  own has  not looked 

many people feel is not enough. 
least 

As I sa id ,  the D e m o c r a t i c  p l a t f o r m  ca l l s  for  at  ~k 5 p e r c e n t .  

So as  a f ina l  topic  I 'd  l ike to ask ,  How can  we g e t  an even f a s t e r  

r a t e  of g r o w t h ?  Well ,  the m a i n  way  that  we can get  it  i s  by  a c c e l e r a t i n g  

our advance  in  p roduc t i v i t y .  B a s e d  on m y  e a r l i e r  d i s c u s s i o n ,  th is  m e a n s  

i n c r e a s i n g  our  s av ings  and i n v e s t m e n t  in those  a c t i v i t i e s  which tend  to 

i n c r e a s e  p roduc t ive  e f f i c i ency .  Th i s  p a r t i c u l a r l y  m e a n s  i n c r e a s i n g  

r e s e a r c h  and deve lopmen t  e x p e n d i t u r e s .  It a l so  m e a n s  a high r a t e  of t an -  

gible  cap i t a l  f o r m a t i o n ,  both by g o v e r n m e n t  in those  a r e a s  h t  which the 

g o v e r n m e n t  has  to do the bui ld ing  of h ighways ,  schoo l s ,  and so for th;  and in  

the p r i v a t e  area;  . 

With r e s p e c t  to p r i v a t e  i n v e s t m e n t ,  i t ' s  i m p o r t a n t  tha t  the  Gove rn -  

m e n t  p rov ide  su f f i c i en t  i n c e n t i v e s  to p r i v a t e  i n d u s t r y  to~ i n c r e a s e  i t s  in -  

v e s t m e n t ,  both t ang ib le  and in t ang ib l e .  I th ink  th i s  would m e a n  the n e c e s -  

s i t y  of r e d u c i n g  c e r t a i n  t ypes  of t axes  to p rov ide  s t i m u l a t i o n .  And with  

the i n c r e a s e  in g o v e r n m e n t a l  r e v e n u e s  tha t  I men t ioned ,  of be tween  5 and 

10 b i l l ion  a y e a r  at  p r e s e n t  tax  r a t e s ,  I th ink  t h e r e  is  the p o s s i b i l i t y  c e r t -  

a i n ly  of d e c r e a s i n g  c e r t a i n  types  of t axes  to i n c r e a s e  i n c e n t i v e s .  

It a l so  m e a n s  tha t  the G o v e r n m e n t  wi l l  have to i n c r e a s e  e x p e n d i t u r e s ,  

a l l  g o v e r n m e n t s ,  for  educat ion ,  so tha t  we get  the  m o r e  h igh ly  t r a i n e d  

l a b o r  f o r c e  to dev i se  the  innova t ions  and inven t ions  we need  for  g r e a t e r  



e f f i c i ency  and t o  ~ ope ra t e  the i n c r e a s i n g l y  complex  p roduc t ive  m e c h a n i s m .  

It m e a n s  i n c r e a s i n g  p r i va t e  and publ ic  expend i t u r e s  for  heal th ,  

because  th is  a l so  b e a r s  on our  p e r s o n a l  e f~c iency .  

I th ink  a l so  i t  m e a n s  t r y i n g  to keep the l o n g - t e r m  i n t e r e s t  r a t e  f r om 

r i s i n g  too high with r e s p e c t  to  m o n e t a r y  pol icy ,  because  the h ighe r  the 

i n t e r e s t  r a t e - - a n  i n c r e a s e d  i n t e r e s t  r a t e  tends  to cut off i n v e s t m e n t ;  

and p robab ly  by pu r su ing  a m o n e t a r y  po l icy  tha t  keeps  the i n t e r e s t  r a t e  

on the lower  s i d e ,  we wi l l  get  m o r e  bas ic  i n v e s t m e n t ,  p a r t i c u l a r l y  in 

tangib le  a s s e t s .  

Also we have to p r e s e r v e  the conf idence  of p r i v a t e  i n d u s t r y  in the 

ab i l i t y  of the GoverT~ent  to m a a i n t a i n  r e l a t i v e l y  ful l  emp loymen t ,  and to 

m a i n t a i n  the n e c e s s a r y  incen t ive  for  pr ivate" i n v e s t m e n t .  

P e r h a p s  we can go f u r t h e r  into th is  ques t ion  of the n e c e s s a r y  m e a s -  

u r e s  to a c c e l e r a t e  g rowth  in the d i s c u s s i o n  pe r iod .  But I 'd  l ike to c lose  

the f o r m a l  p r e s e n t a t i o n  with the thought  t h a t  it i s  quite pos s ib l e  fo r  us  to 

a c c e l e r a t e  our  r a t e  of economic  growth  if  we have the wi l l  to do it .  

COL. REID: Dr .  Kendr i ck  is  r e ady  for  your  ques t ions .  
which 

QUESTION: ,In your ch~art~showed the increase of mechanization 

in most of our manufacturing areas, that tends, I believe, to cause fur- 

ther migration of such workers into white collar workers or into the 

overhead area. What is the degree of measure or what system do you 

use to measure the migration into the overhead area or the indirect versus 

direct in trying to find the saturation point, to find out whether our produc- 

tivity is actually increasing or whether we are paying people standing 
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around ? Will  you c o m m e n t  on that  a l i t t l e ?  

DR. KENDRICK~ Yes.  I ' l l  be glad to, because  that  has  been  a 

m a r k e d  t r end .  Not only in the pos twar  pe r iod ,  but for  decades  be fo re  that ,  

we have had a d e c r e a s i n g  p r o p o r t i o n  of e m p l o y e e s  in the blue c o l l a r  or  

p roduc t ion  w o r k e r  ca t ego ry ,  an i n c r e a s i n g  p r o p o r t i o n  in the white c o l l a r  

ca t egory ,  non -p roduc t i on  w o r k e r s ,  the e n g i n e e r s ,  t e chn i c i ans ,  a d m i n -  

i s t r a t i v e ,  r e s e a r c h  and deve lopment ,  s a l e s ,  and so fo r th .  

I th ink th is  r e f l e c t s  the i n c r e a s i n g  c o m p l e x i t y  of our  technology,  

for  one thing.  Fo r  example ,  when you au toma te  a plant ,  i t  cuts  down on 

the p roduc t ion  w o r k e r s ,  but i t  i n c r e a s e s  on the m a i n t e n a n c e  w o r k e r s  and 

e n g i n e e r s .  Usua l ly  m o r e  r e s e a r c h  is going on to f u r t h e r  i m p r o v e  the 

p roduc t s ,  and so on. 

So tha t  we have th i s  t r end  toward  m o r e  n o n - p r o d u c t i o n  w o r k e r s  r e l a -  

t i ve ly .  This  m e a n s  tha t  a p roduc t iv i t y  m e a s u r e  should  not r e l a t e  output 

to p roduc t ion  w o r k e r  m a n - h o u r s ,  as  some  of the m e a s u r e s  o f  the Labor  

D e p a r t m e n t  do. I don ' t  know whether  anyone he r e  is  f rom the Labor  D e p a r t -  

men t .  But t he re  has  been i n c r e a s i n g  ob jec t ion  to some  of t h e i r  m e a s u r e s  

of output pe r  p roduc t ion  w o r k e r  m a n - h o u r ,  because  th is  goes  up f a s t e r  than  

output r e l a t i v e  to m a n - h o u r s  as a whole; and you c a n ' t  a s c r i b e  th is  i n c r e a s e  to 

any i n c r e a s e  of e f f i c i ency  n e c e s s a r i l y  of the p roduc t ion  w o r k e r s  as such.  

I t ' s  due to the i m p r o v e m e n t  of t echno logy  g e n e r a l l y .  But you have to take  

account  of the i n c r e a s e  in the n o n - p r o d u c t i o n  w o r k e r s  in the d e n o m i n a t o r  

of the p roduc t i v i t y  r a t i o .  Also,  
c ap i t a l  

a d d i t i o n a l /  that  is  being used .  

I ma in t a in ,  you have to take  account  of the 

And when you take account  of that ,  you have s t i l l  
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l e s s  i n c r e a s e  in p roduc t ive  e f f i c i ency .  

Cf  cou r se ,  wi th  au toma t ion  you not one5, get  a sh i f t  f r o m  p roduc t ion  
but 

to n o n - p r o d u c t i o n  w o r k e r s , ~ y o u  get  sh i f t s  among  occupa t ions  and s k i l l s ,  

and a l so  among  i n d u s t r i e s .  Th i s  is  the p r i c e  f o r  t e c h n o l o g i c a l  p r o g r e s s .  

You get  d i s p l a c e m e n t  of l abor  in  one p lace ,  but jobs a r e  c r e a t e d  e l s e w h e r e .  

Th i s  c r e a t e s  the p r o b l e m  of having  to t r a i n  l abor  when i t  is  d i sp laced ,  to 

work  in ano the r  job. 

I th ink  one of the big i s s u e s  in co l l e c t i ve  b a r g a i n i n g  in the  next  d e c a d e - -  

and I was  p l e a s e d  tha t  Ju l e s  B a c k m a n  backed  me up on t h i s  one l a s t  w e e k - -  

in our d i s c u s s i o n  group we fel t  that  job s e c u r i t y ,  m o r e t h a n  wage r a t e  i n c r e a s -  

es ,  was  going to be i m p o r t a n t  in the coming  d e c a d e - - w o r k e r s  s eek ing  to 

get  a s s u r a n c e s  f rom company  m a n a g e m e n t  tha t  t hey  would be r e t r a i n e d  

or  tha t  t h e r e  would be a s e v e r a n c e  pay  tha t  would enable  t h e m  to go to s choo l  

be tween  jobs,  or  tha t  u n e m p l o y m e n t  c o m p e n s a t i o n  inc lude  e x t r a  a l l o w a n c e s  

to cove r  cos t  of educa t ion  and  t r a i n i n g  if  th is  i s  n e c e s s a r y ,  and so on. I 

th ink  we do have to p rov ide  that ,  both t h rough  our  p r i v a t e  c o n c e r n s  and 

th rough  public p r o b l e m s  i f  p r i v a t e  i n d u s t r y  c a n ' t  handle  i t .  

QUESTION: You s t a t ed  tha t  the grot~rth r a t e  i s  d e t e r m i n e d  by the 

co l l e c t i ve  d e c i s i o n s  of i nd iv idua l s  and the r e p r e s e n t a t i v e s  of g o v e r n m e n t ;  

and tha t  an adequate  g rowth  r a t e  i s  one tha t  r e f l e c t s  t he se  d e c i s i o n s .  It 

would s e e m  that ,  u n l e s s  we have a v e r y  : tdgh t ly  c o n t r o l l e d  economy,  , 
would be tha t  

t h e  net  r e s u l t s  of these  d e c i s i o n s  A t h e r e  would be a s h r i n k a g e  in the 

economy  as  wel l  a s  a g rowth .  Would you c l a r i f y  tha t ?  

DR. KENDRICK: What I ' m  s ay ing  is  tha t  in a d e m o c r a c y  th i s  is  the 
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p r o p e r  g rowth  r a t e .  Maybe "adequa te"  was not quite the r i gh t  word.  

The p r o p e r  g rowth  r a t e  is  one which r e f l e c t s  t he se  d e c i s i o n s .  

Now, i t ' s  t rue  tha t  if  t hese  dec i s ions  r e s u l t  i n  l e s s  sav ing  and i n v e s t -  

men t  p r o p o r t i o n a l l y  to the na t iona l  output, our  g rowth  could s low down. 

However ,  my  fee l ing  is that  in  a d e m o c r a c y  where  we a r e  i n f o r m e d  as to 

the cha l l enges  facing the nat ion,  people  wi l l  make  the dec i s ions  n e c e s s a r y  

to i n c r e a s e  the i n v e s t m e n t  r e q u i r e d .  And I th ink  th is  is  r e f l e c t e d  in the 

p a r t y  p l a t f o r m s ,  as  I sa id .  R e g a r d l e s s  of which p a r t y  comes  in, p r o b a b l y  

the Repub l i canswi l l  i put e m p h a s i s  on c r e a t i n g  an e n v i r o n m e n t  f avo rab l e  

to p r i va t e  i n t e r p r i s e  to a somewha t  g r e a t e r  extent .  The D e m o c r a t s  wi l l  
ing 

p r o b a b l y  put e m p h a s i s  on m a i n t a i n ^ h i g h - l e v e l  demand,  i f  n e c e s s a r y  th rough  

i n c r e a s i n g  Gove rnmen t  p u r c h a s e s  and expend i tu r e s  su f f i c i en t l y  to give us 

the n e c e s s a r y  growth .  But, r e g a r d l e s s  of what the e m p h a s i s  is ,  I th ink  

w e ' r e  going to get the p r o g r a m . , .  

As f a r  as  P r iva t e  sav ing  i n v e s t m e n t  is  conce rned ,  th is  depends on 

p e o p l e ' s  dec i s i ons  in t h e i r  p r i v a t e  c a p a c i t i e s ,  As c o n s u m e r s  how much  

you save  or  as bus inesa~nen how much  you pay out in d iv idends  of net  

e a r n i n g s ,  and thus how much  you save ,  as  poin ted  out y e s t e r d a y - - t h e  m a j o r -  

i ty  of our  sav ing  is done by c o r p o r a t i o n s ,  who r e t a i n  40 p e r c e n t  of t h e i r  

e a r n i n g s .  

Well,  

what the p r o b l e m s  a r e ,  

to m e e t  the cha l l enges .  

QUE S TION: 

t h e r e  aga in  a l l  I can s a y  is tha t  if we a r e  i n f o r m e d ,  and know 

I th ink  tha t  the dec i s ions  a r e  going to be such  as  

However ,  we have got to be i n f o r m e d .  

Dr.  Kendr ick ,  you have m e n t i o n e d  that  both of the p a r t i e s ,  
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Repub l i can  and D e m o c r a t i c ,  have w r i t t e n  a p lant  in t h e i r  p l a t f o r m  c a l l i n g  

for  a h ighe r  r a t e  of growth,  and tha t  the D e m o c r a t s  have w r i t t e n  s p e c i f i c a l l y  

5 p e r c e n t .  In a r e c e n t  s p e e c h  Mr .  Johnson  s t a t ed  tha t  i f  the D e m o c r a t s  

were  e lec ted ,  they  would ba lance  the budget .  Would you c a r e  to a d d r e s s  

y o u r s e l f  to the f e a s i b i l i t y  and c o m p a t i b i l i t y  of a ba l anced  budget  and a 

s u s t a i n e d  r a t e  of 5 p e r c e n t  g rowth  of na t iona l  p r o d u c t ?  

DR. KENDRICK: Yes .  I th ink  I gave the bas i c  i n g r e d i e n t s  of tha t  

e a r l i e r  when I s a i d  tha t  5 p e r c e n t  at  the p r e s e n t  l eve l  of G N P - - t h a t  change 

in the r e a l  GNP would be about  25 b i l l ion  a y e a r  on a v e r a g e .  About one-  

t h i r d  of a l l  of our  i n c r e a s e  in income  goes  to the g o v e r n m e n t  in t axe s .  

And so our change in tax  r evenue  is  7 1/2 b i l l ion .  

Now, I th ink  tha t  7 112 b i l l ion  i n c r e a s e  in g o v e r n m e n t a l  r e v e n u e s  

should  be enough to give us  the n e c e s s a r y  i n c r e a s e s  in de fense  and in 

n o n - d e f e n s e ,  and p e r h a p s  even leave  s o m e t h i n g  over  for  tax r educ t i on .  

The p r o j e c t i o n s  tha t  I have s een  of r e q u i r e d  g o v e r n m e n t  spend ing  u s u a l l y  

fa l l  s o m e w h e r e  be tween  5 and 7 b i l l ion  a y e a r .  I th ink  t h e r e  i s  even hope 

for not only a ba l anced  budget,  but a s u r p l u s .  I~iowever, as  we know, i t ' s  

b e t t e r  that  the s u r p l u s  i s  run  dur ing  the i n f l a t i o n a r y  boom per iod ,  with 

p e r h a p s  t e m p o r a r y  de f ic i t s  dur ing  d e p r e s s i o n  y e a r s  he lp ing  to pump m o n e y  : 

into the s y s t e m .  But on ba l ance  I th ink  we aould  ac tua l l y  r u n  a s u r p l u s  

m a k i n g  pos s ib l e  tax  r educ t ion .  

QUESTION: I f ind m y s e l f  be ing a l i t t l e  bit  c o n c e r n e d  e v e r y  t i m e  I 

h e a r  s o m e b o d y  s e r i o u s l y  s u g g e s t  tha t  a 30-hour  work  week is  a l ike l ihood .  

I w o n d e r  if  you would ind ica t e  your  th ink ing  as  to the p o s s i b i l i t y  of such  

j~ 
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a w o r k  w e e k  c o m i n g  in to  e f f ec t .  

DR. KEI~DRICK: Wel l ,  you a r e  not  a lone  in  th i s  c o n c e r n .  G o v e r n o r  

N e l s o n  R o c k e f e l l e r  h i m s e l f  a d v o c a t e d  in  one of h i s  t a l k s  about  the  n e e d  

for  f a s t e r  e c o n o m i c  g r o w t h  tha t  the  w o r k  w e e k  m o r e  o r  l e s s  be  f r o z e n ;  

tha t  we not  c o n t i n u a l l y  cut  i t .  

Th i s  would  g ive  us  m o r e  output .  It i s  t r u e  tha t  the  r e d u c t i o n  in  h o u r s  

i s  s o m e t i m e s  o f f se t  in  p a r t  by i n c r e a s e  in  output  p e r  hou r .  But  I d o n ' t  

t h i n k  th i s  i s  v e r y  i m p o r t a n t  any  m o r e .  Maybe  when  we w e r e  w o r k i n g  72 

and 60 h o u r s  in h e a v y  i n d u s t r y ,  a r e d u c t i o n  in h o u r s  m e a n t  m o r e  e n e r g y  

p e r  hour  tha t  was  a c t u a l l y  b e i n g  w o r k e d ,  and  you got  m o r e  output ,  w h i c h  

ly  a 
p a r t l y  o f f se t  t he  e f f ec t .  But  at  ou r  p r e s e n t  l e v e l s ,  c e r t a i n  # e d u c t i o n  in  

h o u r s  m e a n s  l e s s  output .  And in  v i e w  of our  n e e d  for  a f a s t  r a t e  of g r o w t h  , 

I t h ink  t h e r e  i s  a lot  of  m e r i t  in t h i s .  

Ac tua l ly ,  the  u n i o n s  in the  e a r l y  p o s t w a r  p e r i o d  w e r e  not  a s k i n g  fo r  

s h o r t e r  w o r k  w e e k s .  T h e y  d i d n ' t  want  to t ake  i n c r e a s e d  e f f i c i e n c y  in m o r e  

l e i s u r e  a t  t ha t  t i m e ;  but,  r a t h e r ,  w a n t e d  h i g h e r  r e a l  e a r n i n g s .  In r e c e n t  

y e a r s  in  c e r t a i n  a r e a s  t h e r e  has  b e e n  a d r i v e  fo r  t h e  s h o r t e r  w e e k  aga in .  

So I t h ink  th i s  i s  a r e a l  p o s s i b i l i t y .  H o w e v e r ,  t h i s  wou ld  have  to be 

a c c o m p a n i e d  by m e a s u r e s  wh ich  l e a d  to a fu l l  e m p l o y m e n t  and  h igh  e n o u g h  

d e m a n d  so  tha t  t h e r e  i s  no c o n c e r n  about  u n e m p l o y m e n t  and  t h e r e f o r e  no 

d r i v e  to s h a r e  the  w o r k .  We had  a big  r e d u c t i o n  in  h o u r s  b a c k  in the  30 ' s ,  

as  you r e c a l l ,  in an e f fo r t  to s h a r e  the  l i m i t e d  a m o u n t  of  w o r k  a m o n g  m o r e  

p e o p l e .  So to s l o w  down th i s  t r e n d  t o w a r d  a s h o r t e r  week ,  I t h ink  w e ' r e  
l e v e l  

go ing  to  n e e d  the  h igh  ~ d e m a n d  of ful l  e m p l o y m e n t .  
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While  I 'm  on that ,  I migh t  s ay  tha t  dur ing  the b r e a k  G e n e r a l  Mundy 
the 

r a i s e d  th is  quest ion,  How a r e  we going to assureAdemand n e c e s s a r y  to 

ab s o rb  th i s  t r e m e n d o u s  i n c r e a s e  in na t i ona l  p r o d u c t ?  I th ink  the answer  

to that  is  that ,  in the f i r s t  p lace ,  the i n c r e a s e  in p roduc t ion  c r e a t e s  a 

c o r r e s p o n d i n g  income ,  as  we know, s ince  cos t s  a r e  the oppos i t e  s ide  

of the r evenue  f rom s a l e s .  But the p r o b l e m  is tha t  not a l l  of the i ncome  

a r i s i n g  f r o m  produc t ion  is  n e c e s s a r i l y  spent .  T h e r e ' s  a c e r t a i n  amount  

of sav ing  tha t  ind iv idua l s  and b u s i n e s s  c o n c e r n s  do. It i s  n e c e s s a r y  that  

these  sav ings  get channe led  into i n v e s t m e n t .  

So the key  to the con t inued  i n c r e a s e  in  demand  to ab so rb  the i n c r e a s -  

ing p roduc t  tha t  wil l  be pos s ib l e  is  a r i s i n g  l eve l  of i n v e s t m e n t  su f f i c i en t l y  

to ab so rb  the sav ings  tha t  people would choose  to make  .at these  r i s i n g  

i ncome  l eve l s .  

The m o s t  i m p o r t a n t  f ac to r  h e r e ,  I think,  is  cont inued  inven t ion  and 
cuts  

innovat ion ,  because  as new equ ipment  is  deve loped  t h a t / c o s t s ,  that  c r e a t e s  

a demand  for  it,  s ince  m a n a g e m e n t  wishes  to cut i ts  p roduc t ion  cos t s  and 

wil l  buy new equ ipmen t  if  t he r e  i s  su f f ic ien t  i m p r o v e m e n t .  Also the deve l -  

opment  of new produc t s  has  the s a m e  effect ,  s ince  to produc~ the new 

p roduc t  r e q u i r e s  i n v e s t m e n t  in new types  of f a c i l i t i e s .  

So t h a t ' s  why I e m p h a s i z e  the need  for  g r e a t e r  r e s e a r c h  and deve lop-  

ment ,  s ince  i t  he lps  to c r e a t e  the demand  for  i n v e s t m e n t  tha t  we need to 

m a i n t a i n  to ta l  demand.  And, secondly ,  i t  i n c r e a s e s  the e f f i c i ency  of Our 
our 

cap i t a l  and~product ive m e c h a n i s m  that  g ives  us the f a s t e r  p roduc t i v i t y  

a dvanc e. 
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So i t ' s  r e a l l y  a t w o - e d g e d  s w o r d .  I d o n ' t  t h ink  we can  e m p h a s i z e  

the  n e e d  to t r a i n  the  s c i e n t i s t s  and  the  e n g i n e e r s  o r  to s p e n d  the  m o n e y  

on R&D enough .  It i s  c e r t a i n l y  c e n t r a l .  

QUESTION: On the  s u b j e c t  of  t he  c o m p a r a t i v e  g r o w t h  r a t e  of A m e r i c a  

and  o t h e r  c o u n t r i e s ,  I w o n d e r  if  you cou ld  i d e n t i f y  fo r  us  why  peop l e  a r e  so  

c o n c e r n e d  about  the  d i f f e r e n c e  in  r a t e  w h e n  our  n a t i o n a l  p r o d u c t  i s  so  m u c h  

h i g h e r  t han  tha t  of t h e s e  o t h e r  c o u n t r i e s .  

DR. KENDRICK: Wel l ,  tha t  p e r h a p s  i s  t r u e  in  the  s h o r t  run .  But,  

as  you know, the  p o w e r  of c o m p o u n d  i n t e r e s t  i s  v e r y  g r e a t .  The  d i f f e r -  

e n c e  b e t w e e n ,  say ,  5 p e r c e n t  and  2 1/2 p e r c e n t ,  ou r  r e c e n t  r a t e  of g r o w t h  

of 2 1/2 p e r c e n t ,  i s  t ha t  at  5 p e r c e n t  we wi l l  doub le  ou r  n a t i o n a l  p r o d u c t  

in  15 y e a r s  and at 2 1/2 p e r c e n t  i t  t a k e s  us  30 y e a r s  to  double  i t .  And  

e v e n  though  a n o t h e r  c o u n t r y  has  on ly  ha l f  of ou r  n a t i o n a l  p r o d u c t  p e r  

cap i t a ,  i f  i t  i s  g r o w i n g  at  a m u c h  f a s t e r  r a t e ,  i t  is  on ly  a m a t t e r  of  t i m e  

un t i l  the  r e a l  p r o d u c t  p e r  c ap i t a  w i l l  be  as  g r e a t - - m a y b e  a g e n e r a t i o n  o r  

so,  when  t h e s e  l i n e s  c r o s s - - a n d  t h a t ' s / w h a t  we a r e  l ook ing  a h e a d  to and  

why  we t h i n k  an a c e e l e r a t i o n  m a y  be n e e d e d .  

But  l e t  m e  s a y  th i s :  I don ' t  t h ink  tha t  t h e s e  h igh  g r o w t h  r a t e s  of 

o t h e r  c o u n t r i e s  a r e  go ing  to c o n t i n u e  as  h igh  as  t h e y  have  been ,  b e c a u s e  

the  8 o r  10 p e r c e n t  tha t  J a p a n  has  b e e n  ge t t i ng ,  the  6 o r  7 p e r c e n t  tha t  
on 

R u s s i a  has  b e e n  ge t t i ng ,  and  so6 have  b e e n  due in p a r t  to the  r e c o v e r y  

f r o m  the  d e v a s t a t i o n  of t h e i r  e c o n o m i e s  d u r i n g  the war ,  a l t h o u g h  p r o b a b l y  

the  r e b u i l d i n g  was  p r e t t y  w e l l  o v e r  w i th in  the  f i r s t  s ix  o r  e i g h t  y e a r s .  But 

t h e n  a l s o  you have  the  fac t  tha t  t h e s e  c o u n t r i e s  a r e  b e h i n d  us  t e c h n o l o g i c a l l y ,  
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a n d  t h e y  c a n  ge t  big  i n c r e a s e s  in  p r o d u c t i v i t y  b y  b o r r o w i n g  our  m o s t  

a d v a n c e d  t e c h n o l o g y ,  w h i c h  t h e y  do. T h e y  buy  ou r  l a t e s t  m a c h i n e r y  and  

s e n d - - n o t  so  m u c h  USSR but  o t h e r  c o u n t r i e s - - s e n d  t h e i r  e n g i n e e r s  o v e r  

h e r e  to  be  t r a i n e d .  So t h e y  c a n  ge t  f a s t e r  r a t e s ,  b e c a u s e  t h e y  a r e  p i c k i n g  

up s o m e  of ou r  m o s t  a d v a n c e d  k n o w l e d g e .  

H o w e v e r ,  once  t h e y  get  c l o s e r  to the  f r o n t i e r s  of s c i e n c e  and  e n g i n -  

e e r i n g ,  t h e i r  g r o w t h  w i l l  be h a r d e r  to  c o m e  by  a l s o ,  b e c a u s e  m o r e  of i t  

w i l l  have  to be g e n e r a t e d  w i th in  t h e i r  s y s t e m  by  t h e i r  own r e s e a r c h  • and  

d e v e l o p m e n t  w o r k .  The  b o r r o w i n g  wi l l  be l e s s  i m p o r t a n t ,  you s e e .  So 

t h a t ' s  go ing  to s l o w  it  down too.  

I would  t h ink  t ha t  5 p e r c e n t  i s  p r o b a b l y  go ing  to be a d e q u a t e ,  b e c a u s e  

I t h i n k  the  o t h e r  c o u n t r i e s  w i l l  be s l o w i n g  down a n d  we wi l l  be s p e e d i n g  up 

s o m e w h a t  j u s t  due to  the  p o p u l a t i o n  f a c t o r .  I f "  • we ge t  a l i t t l e  m o r e  p r o d u c -  

t i v i t y  i n c r e a s e ,  I t h ink  w e ' l l  be a l l  r i g h t .  

QUESTION:  We have  h e a r d  s p e a k e r s  h in t  a t  r e c e s s i o n  and  s o m e  have  

gone on to m a k e  p r e d i c t i o n s .  Would  you  c a r e  to  c o m m e n t  on the  u n d e r -  

l y i n g  c a u s e  of p o s s i b l e  r e c e s s i o n ?  

DR. K E N D R I C I ~  Yes ;  I ' d  be happy  to,  e v e n  though  t h i s  i s  not  

d i r e c t l y  c o n n e c t e d  w i th  the  s u b j e c t  of l o n g - t e r m  g r o w t h .  Yet  i t  i s  i n d i r e c t -  

ly ,  s i n c e  the  t r e n d  r e a l l y  cu t s  t h r o u g h  the  c y c l i c a l  f l u c t u a t i o n s  t h a t  we get ,  

a n d  the  r a t e  of g r o w t h  does  depend  to s o m e  e x t e n t  on how s e v e r e  t h e s e  

c y c l e s  a r e ,  Wi th  m o r e  and  m o r e  s e v e r e  r e c e s s i o n ,  ou r  r a t e  of g r o w t h  

t e n d s  to be s l o w e r .  

At  the  p r e s e n t  t i m e ,  as  you  know, t h e r e  i s  e x c e s s  c a p a c i t y  in  c e r t a i n  
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i n d u s t r i e s ,  wh ich  m e a n s  t ha t  t h e r e  i s  l e s s  n e e d  fo r  i n v e s t m e n t  to  e x p a n d  

f a c i l i t i e s  t h a n  t h e r e  would  be i f  t h e s e  i n d u s t r i e s  w e r e  o p e r a t i n g  a t  a h igh  

r a t e  of c a p a c i t y .  

In the  c a s e  of i n v e s t m e n t ,  e x p e n d i t u r e s  a r e  l e v e l i n g  off in the  

l a t t e r  p a r t  of t h i s  y e a r ;  and  a s u r v e y  by  the  N a t i o n a l  I n d u s t r i a l  C o n f e r s n c e  

B o a r d  i n d i c a t e s  tha t  c o r p o r a t e  m a n a g e m e n t s  a r e  a p p r o p r i a t i n g  l e s s  m o n e y  

fo r  c a p i t a l  o u t l a y s  in  1961. T h i s  s u g g e s t s  to m e  tha t  we w i l l  d e f i n i t e l y  

ge t  a d rop  in  d o m e s t i c  i n v e s t m e n t  e a r l y  nex t  y e a r .  

A l s o  c o n s u m e r  s u r v e y s  show tha t  c o n s u m e r s - - t h a t  m e a n s  a l l  of u s - -  

a r e  s o m e w h a t  j i t t e r y  abou t  t h e  e c o n o m i c  out look;  and  t ha t  c o n s u m e r s  a r e  

c u t t i n g  b a c k  s o m e w h a t  on t h e i r  p l a n s  to s p e n d  f o r  d u r a b l e  goods .  T h i s  

a l s o  i s  a n e g a t i v e  e l e m e n t .  

As f a r  a s  g o v e r n m e n t  s p e n d i n g  i s  c o n c e r n e d ,  we have  a f e e l i n g ,  

b a s e d  on the  o b l i g a t i o n a l  a u t h o r i t y - - i t , s  t r u e  t h a t  t h e r e  has  b e e n  s o m e  

s p e e d - u p  in  the  l e t t i n g  of c o n t r a c t s  and  o r d e r s  by  the  F e d e r a l  G o v e r n m e n t  

in  the  l a s t  few m o n t h s ,  and  t h i s  c a n  t e m p o r a r i l y  p i ck  us  up.  But  i th i s  i s  

l i m i t e d  u n t i l - - I  m e a n ,  t h e r e  i s  a c e i l i n g  on t h i s  u n t i l  C o n g r e s s  c o m e s  b a c k  

and  v o t e s  m o r e  m o n e y  fo r  g o v e r n m e n t a l  o p e r a t i o n s .  T h i s  w i l l  t ake  t i m e .  

I t  w i l l  be  nex t  s p r i n g  a t  the  e a r l i e s t  b e f o r e  we ge t  a d d i t i o n a l  o b l i g a t i o n a l  

a u t h o r i t y  f r o m  C o n g r e s s .  And in  the  m e a n t i m e ,  i f  the  p r i v a t e  e c o n o m y  

g o e s  in to  a r e c e s s i o n ,  i t  w i l l  be too sudden  for  g o v e r n m e n t  to do m u c h  about  

i t ,  un t i l ,  a s  I s ay ,  the  s p r i n g  or  s u m m e r  of nex t  y e a r .  In the  m e a n t i m e  

we cou ld  have  had  a f a i r l y  s h a r p  d e c l i n e  in  a c t i v i t y ;  and  I t h i n k  t h a t  i s  wha t  

the  s t o c k  m a r k e t  i s  f o r e s h a d o w i n g  by  i t s  d e c l i n e  s i n c e  the  end  of l a s t  y e a r ,  
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of 15 p e r c e n t  or  so, plus the m o r e  r e c e n t  drop y e s t e r d a y ,  which  c a r r i e s  

it  t h rough  the f u r t h e r  r e s i s t a n t  point  and de f in i t e ly  e s t a b l i s h e s  a b e a r  

m a r k e t .  I n v e s t o r s  a r e  a l w a y s  t r y i n g  to look ahead  at  what  is  going to 

happen to e a r n i n g s  in the economy.  I th ink  i t ' s  becoming  c l e a r  to e v e r y o n e  

tha t  a r e c e s s i o n  is  in the offing.  

I be l i eve  tha t  y e s t e r d a y - - I  d idn ' t  h e a r  h i m - - b u t  I u n d e r s t a n d  Mr .  

G a i n s b r u g h  ind i ca t ed  tha t  t h e r e  were  some  p o s s i b i l t i e s  tha t  we m a y  avoid 

it,  due to the fact  tha t  we have been  going th rough  c e r t a i n  adjustmentsw~ 

I n v e n t o r i e s  a r e  m o r e  ba l anced  r e l a t i v e  to s a l e s  now than they  were  a f t e r  

the i m m e d i a t e  bu i ld -up  fo l lowing the s t e e l  s t r i k e .  T h e r e  a r e  some  p o s s i -  

b i l i t i e s .  But I th ink  when you l i s t  the p l u s e s  and the m i n u s e s ,  you come 

out on the m i n u s  s ide .  At l e a s t  I do. 

QUESTICN: Looking  at  th is  booklet  " E c o n o m i c  I n d i c a t o r s ,  " at the 

c h a r t  on e m p l o y m e n t ,  see  see  that  t hey  have our l abor  fo rce  b roken  down 

into m a n u f a c t u r i n g ,  n o n - m a n u f a c t u r i n g ,  and g o v e r n m e n t .  In speak ing  of 

p roduc t iv i ty ,  one ge t s  the fee l ing  t h a t  we a r e  p r i m a r i l y  c o n c e r n e d  with the  

m a n u f a c t u r i n g  group.  Now, if  th i s  i s  the case ,  th i s  invo lves  on ly  a t h i r d  

of the labor  fo rce ,  and then only  a por t ion  of tha t  i s ,  of c o u r s e ,  in the 

ac tua l  p roduc t ion  work.  My ques t ion  is ,  Is i t  only  the m a n u f a c t u r i n g  p a r t  of 

the l abor  fo rce  tha t  we a r e  c o n c e r n e d  about?  

• . ,  ~ o  

DR. KENDRICK: Well,  the a n s w e r  to tha t  is  No. Al though I c i t ed  

an e x a m p l e  of au tomat ion ,  I th ink  in m y  c h a r t  I i n d i c a t e d  tha t  these  p r oduc -  

33 



t i v i t y  m e a s u r e s  w e r e  for  the  e n t i r e  p r i v a t e  e c o n o m y .  

H o w e v e r ,  you  b r i n g  up a good p o i n t - - t h a t  m o s t  of ou r  p r o d u c t i v i t y  

g a i n s  have  c o m e  in c e r t a i n  i n d u s t r i e s ,  p a r t i c u l a r l y  in  m a n u f a c t u r i n g ,  a n d  

a l s o  in  t r a n s p o r t a t i o n  and  pub l ic  u t i l i t i e s .  But  we have  had  qui te  a l ag  
the  

in  p r o d u c t i v i t y  0 m  ] f i n a n c i a l  and  s e r v i c e  i n d u s t r i e s .  T h e r e  has  b e e n  

s o m e  i n c r e a s e  in  e f f i c i e n c y ,  but  a t  a m u c h  s l o w e r  r a t e .  The  e s t i m a t e s  

of the  N a t i o n a l  B u r e a u  of E c o n o m i c  R e s e a r c h  c o m e  out  b e t w e e n  1 and  

1 1/2 p e r c e n t  a y e a r ,  w h i c h  i s  w e l l  be low  the  e c o n o m y  a v e r a g e .  

I-Iowever,  I t h ink  t h a t  t h i s  s i t u a t i o n  i s  b e c o m i n g  c o r r e c t e d  s o m e w h a t  

p a r t t y b y  ~ a u t o m a t i o n :  In the  c a s e  of the  b a n k s ,  i n s u r a n c e  c o m p a n i e s ,  

and  the f i n a n c i a l  a r e a ,  t h e y  a r e  pu t t i ng  m u c h  of t h e i r  r e c o r d - k e e p i n g  a n d  

a c c o u n t i n g  on e l e c t r o n i c  d a t a - p r o c e s s i n g  e q u i p m e n t ,  w h i c h  i s ,  fo r  the  

f i r s t  t i m e  in  a long  t i m e ,  i n c r e a s i n g  p r o d u c t i v e  e f f i c i e n c y  in the  b a n k i n g  

and  i n s u r a n c e  s e c t o r s .  

A l s o  e v e n  in  the  a r e a  of s e r v i c e s  we a r e  g e t t i n g  i n c r e a s e s  in e f f i c -  

i e n c y .  And in  o r d e r  to ge t  an  a c c e l e r a t i o n  in  ou r  r a t e  of p r o d u c t i v i t y  

a d v a n c e ,  we have  to t r y  to ge t  e f f i c i e n c y  g a i n s  in  t h e s e  a r e a s  t h a t  have  

b e e n  b a c k w a r d .  Al though ,  of c o u r s e ,  we have  to a d m i t  t h a t  i t ' s  h a r d e r  

to i n c r e a s e  p r o d u c t i v e  e f f i c i e n c y  in  the  s e r v i c e  a r e a  t h a n  i t  i s  in  m a n u f a c -  

t u r i n g ,  c o m m u n i c a t i o n s ,  u t i l i t i e s ,  and  t r a n s p o r t a t i o n ,  b e c a u s e  of the  

n a t u r e  of the  p r o c e s s  of p r o d u c t i o n .  

And, f i n a l l y ,  l e t  m e  s a y  tha t ,  e v e n  wh i l e  we c a n ' t  m e a s u r e  p r o d u c -  

t i v i t y  in g o v e r n m e n t  v e r y  e f f e c t i v e l y ,  i t  i s  a l s o  i m p o r t a n t  to i n c r e a s e  p r o -  

d u c t i v i t y  of g o v e r n m e n t  w o r k e r s .  An a t t e m p t  was  m a d e  l a s t  y e a r ,  r e p o r t e d  
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in  Review of  E c o n o m i c  S ta t i s t i c s  of November ,  of m e a s u r i n g  p r o d u c t i v i t y  
; and 

in g o v e r n m e n t / f o r  about 70 p e r c e n t  of c iv i l i an  g o v e r n m e n t  in a g e n c i e s  
l ike 

which p e r f o r m  f a i r l y  s t a n d a r d i z e d  types  of operat ion-- /~the V e t e r a n s  Admin -  

i s t r a t i o n ,  I n t e r n a l  Revenue S e r v i c e - ~ o c i a l  Secu r i ty  A d m i n i s t r a t i o n ,  they  

have work  m e a s u r e m e n t  p r o g r a m s  in which they  m e a s u r e  the uni ts  of work  

of d i f f e r e n t  types ,  which gives  t h e m  an output m e a s u r e ,  which they  can 

r e l a t e  to e m p l o y m e n t .  This  is  a l so  t rue  of P o s t o f f i c e - - t h e  n u m b e r  of p i eces  

of m a i l  handled  r e l a t i v e  to the pos t a l  e m p l o y m e n t .  

So in these  g o v e r n m e n t a l  a r e a s  you have i n c r e a s e d  p r o d u c t i v i t y  

a l m o s t  2 p e r c e n t  a y e a r .  I was s u r p r i s e d  to see  tha t .  But, ba sed  on these  

m e a s u r e s ,  i t ' s  not much  below the p r i va t e  e c o n o m y  leve l  of output pe r  m a n -  

hour  of 2 1/2 p e r c e n t .  And c e r t a i n l y  we can do m o r e  to i n c r e a s e  p roduc -  

t ive  e f f i c i ency  in the g o v e r n m e n t a l  s e r v i c e .  This  a l so  wil l  help.  

COL. REID: Dr. Kendrick, we at the College are certainly very 

happy to have had you he r e  to give us th is  a n a l y s i s  and exp lana t ion  of 

p roduc t iv i t y .  It is  e a s y  for  us to u n d e r s t a n d  why e c o n o m i s t s  who s top in 

he re  as  s p e a k e r s  c a l l  you "Mr .  P r o d u c t i v i t y . "  

DR. KENDRICK: Well,  thank you v e r y  much .  
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