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B~,BSON ST~,TISTIC~,L OI<(~N!~%ICN. 

Gentlemen 

1%hlnk the best thlng for me to do is to assume that you 

are bus~ness men and s~nce ~eu are ~n schoo± to assume that you are 

here to learn and not be entertained. With that assumption I will 

trv to glve VOU the inslde informatlon as to how we arrlve a% 

buslnes~ condltlonsj commodlty prlces and ~arlous eoonomlc sltu- 

atlons. Two or three year~ ago a young lady came to mv desk - 

she had been sent to the Unlted States from the Government of 

Ireland to flnd out how to determlne bus!ness condltlons in 

Ireland. ~hat was a pretty blg order. Suppose for instance 

that Colonel Cart were to asslgn ~ou the task of f~ndlng out what 

the buslness condltlons in the U. S. are qo~ would you go about 

i% ~ ~here would Vou starte ~hen you dld start out you would be 

surprlsed how much of It would unfold as you went along~ but you 

can imaglne the task %hls vounglady had before her - comlng over 

here w~thout anv preconcelved idea of buslness condltlons. 

There are in the statlstlcal fleld numerous theorles of 

determlnlng actual buslnes~ condlt!ons. Each man h~s a certsln 

plan by whlch he determlnes the actual condmtlons. Colonel 1~vres 

in Cleveland measures the cond~tlon by the number of iron furnaces 

that are in operatlon Others use what they call the lag theory. 

Our part!cular theory dlffers from those. We were taught b~ck In 

college that an order to draw certaln concluslons you must spread 

your observatlon~ over a sufflclent area to 3ust~fv the conclu~lon 

- that you cannot go out and smell one rose sad draw the con- 

cluslon that all roses smell s~eetlv. You m~ght run ~nto a 

skunk cabbage. 



You prebably remember~ that years ago a man ~ ~ the name 

of John Saxe nrote a poem about the slx bl~nd men who went to 

see the elephant, the bllnd men would approach the elephqnt, 

come mnto contact with certaln portxons of hls anatomy ~nd 

make observations, and each man drevr h~a own conclusions as 

to what it was. 1he man who grasped the elephant by the trunk 

s~id it was just llke a snake. He was rlght accordlng to hls 

observatlons. ~he man ~ho got hold of the tusks sald that 

thm anlm~l wqs llke a spear, end the m~tn ~rho ran In%o the 

elephants s~de sald ~t was l~ke a w~ll, ond eve~vone of them 

was absolutely rlght and so reported to hls fam!ly, but all 

of them we~wrong because they dld not grasp the elephsnt in its 

entlrety. 

To ~scertsln bus~ness conditions VOU have got to see 

them In thelr entlrety. The average buslness mqn judges 

buslness condltlons by hls psrt~cular industry. If he is a 

banker ~nd money rates are good and he is mqklng money he 

as~ume~ that buslness is good and from the stsndpolnt of the 

banker teddy buslness Is good. lhe man ~n the manufacturing 

business - the textile ~ndustry - assumes that all business ~s 

bad beceuse h~s ~ndustry zs depressed, lhe m~n ~n the traction 

bus~ness - ~Bus~ness ~s bad". In the brg6 corporst~on bus~ness 

~s good. hech according to that p~rt of the anqtomv of bus~ness 

w~th v~ch he comes ~n contsct. Ho~ ~re you ~o~ng to determine 

whether busmness ~s gocd or b~d~ ~he v qy we do ~t ~s to toke 

certain representst~ve fundamental bus~ness condmt~ons ~nd add 

those fundamental conditions together by ~athemat~c~l and 
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stetlstloa[ formul~e, ~nd then hevlng adoed them together, flnd 

out ~hether or not the sum total of th~se fund~m6ntql bus~neso 

act~vltles is ~t a norm or whether ~% ~s below or above it. 

B~ck im 1904 the norm v:s 6st~bl!shed~ after c~reful conslder- 

r~tlon, qt ]% (Volume of Bus!ness) ~rom that norm every v~ee~ 

vre qdeed ~p the sum tot~l of h~slness ~otlvltles ~nd ~e found 

±h~t buslness ~ elther above or bulo~ ~ thtt norm~l. If it 

7[~s above ~e would m%ke ~ lltile @or on the chart that would 

mndlcnte ~here buslness was and tho~e dots would keep coming 

down 1~ntll eventually they met the norm%l llne nd then they 

began to go up. Esch on6 of these p~ces represents ~ dot 

untl± v6 have an ere ~ composed of a myrls4 of dots. Then v6 

blmcken that are% and that is kno~n qs the perlod in our eoonomlc 

h!s%ory ~n %vhlch the sum ±oral of buslness condlt!ons yes ~bove 

the norm~l llne. ~hen for tome reeson or other those dots beg~n 

to go 5elov ~ the llne end they ;~ent down ~nd then book up ~nd to 

eventually we had %hls area and we bl~ckened thor. %he flrst 

area ~s ~ perlod of bus~ness over-exp~uszon~ %~hen bus~ness ~s 

above normal. /he second ve call the perlod of re~d3ustment , 

when buslness is belov normal These are sometlmes called 

perxods of prosperity and depression. When ~re ~ "D -" on the 

chart was completed Mr. Babson was shorting xt to Prof Swe~n 

and Professor Swain notxced that are~ D 4 and D - yore apparently 

equal snd he asked the question at to whether [~evton's lcw of 

action and reaction was applicable to bus~ness conditions Dust 

as ~t ~s to physical conditions, l~r. Babson followed that up - 

he went to England and stud~e~ - and found that Newton ha~ 
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prophls164 that some dav th( lav~ o[ teflon ~nd re,orlon v ould 

be rEg%rded ~s appllc~bl6 to soc1~l, buslness sad even rellg~us 

conditions. 

No~ it zs interestzng to note that these perlods of 

read3ustment do follo~r perlods of over-exp%nslon wlth conslstent 

regul~rltv A groat man v people %rgue that ve Yrlll never h~ve 

another perlod of depres~lono ±he v s~id theft same th~ng at 

thls peqk (G ~). It Is int~restlng to note that for every 

perlod of ovEr-exp%nslon ther~ hc ~ been, up to %he pre~ent %line, 

per~od of r~sdjus%ment and thls is true for thls eountrv ~nd 

for other countr!e~ as ~GII. 

I want to explaln vqrlcus other l!ne~ h~re. The*e 

bl~ck ~re~s are slmpl~ perlods when our buslness condltlons 

were elther abov~ er below normql. [[he solld red flue !s the 

prlce trend o~ 40 selected bonds on the N~ York exchange. Thls 

broken red lln6 is th~ stock m rket l~n6 of 50 selected stocks, 

on the N6~ York brock Exchange ~h~s (io~ cr black l~ne) ~ the 

com~od~t v pr~c~ l~ne - th~ trend of the b~s~c raw materials. 

The X Y l~n6 ~s the normal growth l~ne ~nd ~s determined mathe- 

matically ~nd stot~stmcally. That goes ~nto h~gher m~themst~cs. 

It ms detorm~ned by Y ~t~t~st~cal formula. There vas a voung 

m:,n ~ih the Edison Company ~n Nov York who kept statistics of 

h~s own ~nd m~d~ ~ chert on bus~nes~ conditions Lfter he had 

kept ~t for q few velars he d~scover~d that h~s chart ran so 

closely to ours @h~t ~t ~s not v orth the t~me end cost for h~m 

to k~ep ~t A chert canna% be absolutol V correct unless you put 
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ovary known industry on it ~nd there qre suf iclent induetrles 

on that to ~arrant our ccncluslons. After all, it is s~mplv to 

glve us ~ plcture of the cond!tlons ~nd not %0 mG~sure them ~bso- 

lutely, b~ccus~ in the flel4 of economlcs VOU c~nnot make n 

poslt!ve st tement. If you do you h~ve to deny It in thc next 

sentence. There ore two methods of talklng qbout economlcs. 

The methods arc called dldactlcs. Dr. Taus~ig of Hsrvar4 

represents one method and Dr. Nmrshall of England the other. Dr. 

Tausslg re~llzlng the pecul~rltles of economlcs m~Pe~ hls state- 

ment ~s if It ~ere true. You kno~ ~ vhert he st~ds, lhen he gaes 

on for s!xteen chapters and tells you ~hy that does not work 

Dr M~rshall doe~ the ether thlng. He talk~ for 16 chqpters bmt 

when he gets thru ~ou don't kno~v what he belleves. ~n~'~aV 

they ~tzmul~t~ your mlnd to thlnkang. 

In the fleld of economlc~ you do not h~ve ~n exact 

sclence cs you have in physlcs or chemlstry. If you put 

drop of water an the rein bcrr~l you c~n s~nr to a r~ xn the 

level of the ~ter. You c~n~t do ~t ~n economics You mqke a 

st foment but so m~ny th~ngs c~n happen wh~le you re making 

• t that ~t works just the opposite. Th~ trouble ~s that you 

cannot ~sol~te ~ man ~n hxs ~c%~vzty l~k~ you c~n the ~n- 

gred~ents ~n q test tube and sub3cct them to certain conditions. 

In the test tube you expel ~ll the extraneous matter nnd then 

mqke the experiment ~th certain ~ngred~ents. Y~rs ~go 

economists tr~ed to see what ~ man would do ~f you ~sol~ted h~m 

but the only record thsv h~ wa~ of Robxnson Crusoe ~nd for 

years we had Robinson Crusoe economists. If he dug clams 
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wzth hzs hands, they were wa~es~ and zf he made a hoe that was 

capltal and so on. 

~e llke thls chart (Babsonchart) because !t shows us 

so many thlngs For instancej you can see where the stock 

market is at the present tlme. You can see ho~ the present 

stock range compares wlth prevlous perlods in our stock market 

hlstory. There are stocks at the present tlme on the New 

kork Stock Exchange selllng got 49 t!mes thelr d!vldend rate 

and 24 tlmes thelr earnlng capaclty. Thdt is ant!clpatlng the 

future at a falrly exaggerated rate. ~here la a banklng house 

in New York that h~s a llst of 180 securltles that aze selllng 

for over 20 tlmes thelr earnlng capaclty. ~en tlmes thelr 

earnlng is consldered a fslr and ~verage e~llm~te of capltal- 

izat~on. You c~n see that the stock m~r~et h~s gone up steadlly 

In the lost seven years. You c~n see where bond prlces are at 

the present tlme If the questlon were asked "How long has it 

been slnce prlces were as hlgh ~s thls"~ you can ~ee that in 

1910 they were. It h~s been 18 vears slnce bonds were as 

hlgh as at the present tlme. If you h~d a chart that went on 

back you would see that thor fundamental decllne in bond 

prlces has been going on sznce 1878 and that thls low polnt 

(mark~d~ bonds) !s the lowest that bonds hod re~ched in 40 

vears. ~hen bonds were ~t thls low polnt (1920) ~e told bus~ness 

men that ~f they would sell out their bu~nes~ and put their 

money zn good Yonds and go to Florida ~r California or Europe 

thev would be better of~ thon ~f they staved ~n buslness. It 
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was absolutely true because buslness ceflate~ and bonds 

increased. 

Thls (Commodity Prlce Line) sho~s you the range of 

increase durang the war~ the ef eot of Governmental stabll- 
of 

izatlon of prlces, post-war rlse/224% hlgher than before 

the war, then thls preclpltous decllne and then the recovery, 

the pressure on the do~nward slde. the outlook for the next 

lO to 20 years - that is, barrlng any more World Wars or 

unusual upheavals,- conslderlng that we go along In our peaceful 

~ravs - the outlook for commodlty prlces for the next lO to 20 

years is downward. The pressure is on the d~¢nward slde. 

Here !s a chart of Commodlty prlces from way back in 

1790, showlng boy commodlty pr!ces went up to that hlgh peak 

at the close of the Napoleonlc ~ars ~n 1820 - commodltv pr~-ces 

golng up to that polnt for 20 years and then after the ~rars 

decllnlng for a perlod of 40 years, from 1812 to 1850. 40 years 

downvard and then 20 years up agaln to a peak at the close of 

the elvll War. Then do~¢n agaln for 30 vear~ to the beglnnlng 

of 1900 and then a 20 year rlse untll the close of the World War. 

If hlstory repeats Itself it w!l~ go down and it !s interestlng 

to see the slmllarlty of thls fundamental do~,~nward trend. 

The questlon I Yant to ask you s n4 let you argue about 

~s ~hether or not ~ars cause the commodity prices to [o that 

~;av or do the commoo~ty prices make us go to ~ar. Those prices, 

~nsofar as ~s ascertainable, contain all the statistics available 

and there are sufficient statistics ~n them to make them fairly 

approximate • 
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Questlon - Are they war prlces or 4o they Inolude tar!ff~ 

A. If you have got goods coming into thls country v lth 

tarlff on them the prlce does include the tarlff. The statl- 

stlclans do ellmlnate as much as ths~ can. You all remember Royal 

Meeker. I heard hlm make a statement the importance of whlch I 

dld not reallze at the tlme. He had been trylng to flnd out 

the cost of llvlng at that tlme and he was talklng to the 

Statlstlcal Assoclat~on of Amerlca an~ he came to the partlcular 

commodlty known as the potato, le sold "Some people thlng the 

potato Is a vegetable. It Is an institut~on ol the 8evxl". 

Zhls statement ~ras made because of h~s dlf~Iculty In gettlng 

statlstzcs on potato pr!ces. 

Everythlng that is posslble to take out of sctual 

prlces has been taken out to glve us a represent tlve plcture 

and bear !n mlnd that VOU can tear !t all to p~ece~ but when 

Vou get through you have somethlng very near to the truth. 

Assumlng that thls ch~rt ~s re sonably correct, 41d 

the low prices for commodlt!es cause the N~tpoleonlc v~rs snd 

the compet~tlon of natlons or dld the competltlon of natlons 

cqu~e the~e prices, and v as our C!vll ~qr occas~oned by 

commodltv prlces or dld the ~r cuase them~ And the World 

War ~ 

There ~s another chart that ~s ve~v ~ntere~tlng because 

~t ~s the bas~s of all of our farm problem talk ~n~ the d~ff~- 

cultv ~n all of thes~ problems that qre mo~ted in our Congress 

hall~ ~s ~n regard to the "f~c~s" ~hat are the facts~ Years 

ago the boy orator of the Platte t~l]~ed ~n a strange languoge 
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qtout the fret and unllmltcd oolnage of gel8 qnd sliver. Hc 

advocqted numerous changes in our Government and evar~thlng 

that he edvocated has come to pass - ~dopt~d nov ~s conservatlve, 

economic, polltlc~l pollcy, v!th the exoeptlon of fr~c s~lver. 

Dhy dld Bryan advocate the frec ond unllmxtod coln~ge of gold 

and silver ~ Because at that tlme there ~os not enough gold 

belng produced to perform the none 2 functlons of thls Government, 

and that belng true, Brycn ~s absolutely rlgh%. But ~t the 

moment he ~r~s mcklng %hqt statement the output o~ gold yes 

being ~ncre~sed ~n sufflclent qucnt~tlcs to perform the money 
d~d 

function ~nd God/for the U~ S, %,h t Bill Bryan v~ trv1ng to do. 

be have trled many tlmes in thls ccuntry to regul~te 

prlces - to !nterfere %ith the oconomlc l,v~s. One l~ttle 

leglsl~tor in mexlco hqa h~ard som~thlng to the e~fect that 

bud money drove out good money ~nd h~ proposed ~ ne~sure to 

annul Gresham's lqw. They told hlm "~hy ou can't annul thor, 

that is ~ nqturel lay". '~611," he s !d, "let's suspend it for 

~*hl le ~ n2uJoy." 

You ~!ll horace that th~e three lxnes (l~vc stock, 

f~rm products ~nd ~ndustri~l comuodlties) bore ~ rel~t~onshxp 

~th e~ch other before the ~r, - a very clo~e rel~tlonshxp, ~nd 

that v~s mq~nt~nod ~urlng the p~rlod prior to the ~ur. You ~ll 

also notice that ~hen prices began to r~se thor relot~onshxp ~ ~s 

still nq~nt~xned ~nd the V kept thqt ~ay until the bre%k c~me. 

Then l~v~ stock broke first, goang down precipitously to pre- ar 

price, l~ve stock selling ~n 1921 ~t q prace just e~ lo~ ~s xn 

1912 or 1910. T~en form products bro~c - 3u~t sxnplv dropped 
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the bottom out of them, but stoppmng a llttle above the llve 

stock. I{ovrevcr, 7~hen lnau~%rmal commodi±mes broke they ~Tent dovTn 

pqrt ~ ay and slopped and then ~cnt b%ck upo ~h t spreqd for 1921, 

22, 26 & 24, bctv~e~n ~hat t~e f~r~qer got for hms falm products 

and hms Imvc stock ~nd vhet he h%d to p~v ±or mndustrmal commo- 

dlt~es, ~s the form problem, hh~t heppcncd vas that they kept 

up thls rels~±1onshlp :nd ~hen thev broke thcv strmpted themr 

geqrs. ~ men in m%~ bovzn took q c~if ±o the mc t m~rket qnd he 

got a certamn prxce for xt sad then b~foro he ~ eat home he 

stopped at the butcher shop to get a stc~k o~ the s me calf ~nd 

o~ed the man money. He got % certain prmc~ for hls products 

and pa~d ~n enormously hmgher prmce for his consuneble goods, 

such %s clothing, shoos, mutts, etc. lheru ~s ;our farm problem 

You will notlce that llv~ ~tock h ~ becn going back up nd hss 

gO~@ qbove the xndustrlal com~nodxtmes - near falllng back down 

agamn Because the i~rm crops thms vc r ar~ ebout 5~ l~rger 

than they were l~ot vG~r the price is going to b6 ~ llttle bit 

lo~ er. '±Jaerefore Inrm products h~v~ f~llen ell but the Income 

of the f~rner on ~ccount of the largo volume of hls crop ms 

going to be ~bout lO0 m~ll~on oollers more thls year ~nd h~s 

debts wmll be ~ l~ttle less then they ~ere l~t v¢~r. He ~s a 

l~ttle blt better of~. bhile the f~rners contmnue to le%ve the 

f~rms untml there ar~ no nero th~.n ~ neces~:rv to meet the 

demands - that is the proc~s~ th%t ms gomng on and the consequent 

readdustment of those prices ~s going to ~olv~ the f~rn problem. 

Of course i~r. Hoover ms commltted to f~rm legmsl~imon end there 

qr6 a great monv constructmve things tnet can be don6 - cooperatxve 
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methods el nqrketlng, dlverslflcatlon of crops ~te. 

In England they trled to rogul te the prlce of rubber, 

~h~y h~d a ~chone ~h~rebv they ~ oul~ shlp only ~ ccrt in amount 

end if the prlcc ~nt bel~ ~ certoln ~nount thcv ~ould not shlp 

!t. ~hey ~er~ golng to regul~t~ the prlcc of rubler. Last f~ll 

sh6 g~ve it up. %~hy~ ~hen she h~d p~ed h~r Stevens la~ ~hc 

! 

controlled 75% of th6 ~orld s rubler msrket. L~st yesr vhen 

she abollsh6d It she had dropped to only 50%, b~csus~ In re- 

strlctlng the smount that went out she forced ccmp~nles in lhls 

country into th6 rublcr produclng bu~inGss. In leglslatlon, 
I 

attempt shoulQ be m~de to cooperate ~ith economic laws - not 

ag~Inst them - that l~ constructlv~ leglslst~on. 

N~ in the f~eld of labor. There ~s ~ r~v of hop~ ~n 

the l~bor s~tu~i~on. Some very h~ghlv ~ntell~gent l~bor unions 

are getting as le~ders ~ndu~tr~l engmnccrs ~nst~a~ of the 

v~Ik~ng delegate. There ~s a ~onderful oppcrtunzty ~mong the 

labor ranks for ~ntell~gence A l~bor un~on c~nnot r~6 ~ages - 

all that ~t c~n do ~s to comp~l the employer to p~v the l~bor~r 

a l~ttle b~t sooner %nan he other~sc woulo vh~t competitive 

condxt~ons ~ ~ll force h~m to pay 1 ter. In~ mntellxgent ~ndustr~ol 

eng~n~er ~t the head of certain l~bor groups ~s the best - the 

most constructzve step that labor ha~ ever taken. 

Questzon. I lzve zn the state of Arizona ~here there ~s a l~rge 

production of copper and they settle the question of ~ges 

according to the price of copper. An sgrecment ve ~ entered ~nto 

s¢veral years sgo between the lsborers ~nd the m~ne ovners. When 
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copper ~s at ~ cer% ~n price - soy ,hen copper ms 13 cents, 

they receive @5.00 ~ day. ~h~n coppe~ goes to 13 ! ccnts~ there 

• s c 10% ~ncrc ~e° ]~hen ~i drops, ~ge~ ~re sutomst~c~lly 

%h t c~uo~s no l~bcr d~spui~s - no l~hcr troubles d~or~gscdo 

%rh~tsomvcr. 

Mr. W~Ison Hqs the m~thod to your~nov, ledge been sub3ected to 

d~ollnlng co,nor price or has at been all on %he upsldee 

Both rays. No~ zt as on tac upgr~ao. Some thre~ months 

ago the ~ g~s ~ere r~ised 10% 

Mr. ITl~Ison An arrangement of thor kand mlght ~ ork out satls- 

f~ctor~iv ~f the price kept goang Gp. However, af, offer a steady 

rlse of I0 vears it then turned ~bruptly ~nd dropped about 20% I 

do not know whether l~bor would accept thst rc@uctlcn ~s readily 

as they dlcth6 incre~seo lh~t is the trouble ~bout proflt-shsrlng 

schemes they ~r~ vork~ble ~s long ~ ~ou m~le good proflts but 

ih~ moment ~ou g~t !nto aafilculta~s "n~ osk the s~me enos ~rho 

recclvcd the proflts to sb~r¢ the losses, mv cxpera{nce h~s been 

that they do not st-re them. 

Durlng the ~qr In the U S. wc exp~nded our plant nd 

oquzpment to meet a v~r demand for our goods. ~hen the w~r 

stopped ve ~er~ left v~th ~ producing csp~c~ty to pract~cally 

supply the v~orld ~ ~tb goods end cur forezgn demand ±ell off. 9-e 

have ~n pract~calb 6verv izne oi ~ndu~trv ~n ezce~ producan@ 

c~pacmty. %h~% excess producing c~pacaiv h~s ceus~d severe 

competition ~n@ ~evere competition has eouoed commodity prices 

to @ecl~ne, ~nd ~ecl~n~ng commodity prates ha~a nar~oved the 
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margin of the buslness manta proflt. Thls has maOe hlm substl- 

tute new methods of eoonomv, llke the greater appllcat~on of 

machlnery in production and boiler methods of dlstrlbutlon, 

such as the chaln store. Lxcess produclng capacity, severe oom- 

peiltlon, decllnlng oommodlty prlces, narrowing margln of proflts~ 

installatlon of m~ehlnerv~ new methods of dlstrlbut~on - thls Is 

the chaln of resulis. 

! want to show you where buslness Is today a~ compared 

to what It ~ras in war tlme. f% the peak el the ~T~r boom in 

1919 in the U. $ only 6,000 flrms failed huslnes~ conditions 

changed from over expanslon %o drastlc deflation. In 1921, 20,000 

flrms fa!led and instead of their hab111tles belng 113 mlll~on 

dollars %~ev w~re 700 mllllon collars. Gompetltlon has been so 

keen in the past seven ~ears thai 140 thousand f~rms have 

failed. ~he llabllltle~ of those f~rms amounts to 5 bllllon 

dollars. For the past seven veers 43% of the llrms ~n bus~ness 

have sho~n deficits ~nstead of profits In 1926 cut el ~30 

thousand corporation% 197 thousan8 have shown def~o~ts and those 

records are taken from the tax returns here ~n W~sh~ngton. The 

losses to busmness ~n the past seven years thru fazlures amounts 

to 21 b~ll~on dollars. ~hat ~s three b~ll~on dollars greater 

than the national debt. ~hat ~s ~ gloomy p~oture ~ho ~s 

making the money~ 5% of the corpo~atzons ~n the U S. ere producing 

68% of all the producl and employing 58% of ~iI the people Out 

of 460 thousand corporations xn 1926, 9!A torpor t~ons le~s 

than ~ of I~, made 36~ of ~Ii the profit I though that probably 

the large scale corporation - the monoply - would be the zs~ue 
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In the last polltlcal campaign. It was mentaoned but the thirst 

problem shlfted it to the slde llnes. In 1932, unless some 

other problem that comes nearer to our stomachs shoves it out, 

thls monopol~stlc control - the glgantlc corpor~tlons - ~s 

golng to be the problem. 

Be have got ~ sltuatlon in whlch m~chlnes have been 

put into industry to such an extent that the Government of the 

U S. ~t~elf estlmates that ~n the ps~t seven ve~r~ two m~llxon 

oobs have been dlsplaced, abollshed - done by machlnery. The 

railroads ~n the country ~n the past flve veers have lald off 

183,000 men and thev ar~ handling szxteen bzlllon ton miles 

of frelght more. 

Thor is what is happenzng zn the fzeld of productzon. 

in the fzeld of dzstrlbutzon chs,n stores have come 

In. The chaln store and the machlne is not the cause of the 

present economlc order, the utllzzatzon of the machzne and the 

chazn stores ere the result of the present order. Competztzon, 

decllnzng commodzty prlces and narzow(d msrgln of proflt h~ve 

compelled corporatlons to comblne ~n gre~ter unlts th~n ever 

before- h~ve compelled them to utllzze every method of 

ef~iczency, khe kern competztzon has compGlled stores to 

combzne to be able to sell thelr goods cheaper, wzth the result 

th-t we h~v~ 1,500,000 unlt ret~zl stores zn the U. S. 9e hay6 

~000 chezn store and department store companz~s and they hsve 

approxzm~tely lO0,O00 stores, the lO0,O00 chszn stor6s are dozng 

I/3 of qll the buszness. ~he retailers hqve got to combzne They 
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mu~t elther comhine or they must devlse a pecullar klnd of 

servlce that w~ll brln~ people to thelr stores to shop 

Indlvldual stores can grow in the face of chaln stores but they 

have got to renaer servloe. 

Take the automobile Industry. St~tlstlo!ans have been 

locklng for the saturat!on polnt of the ~utomoblle industry for 

the isst flve years. There are 24,750,000 suiomoblles in the 

U. S iocsy. ±here are slx m~llion more automoblles in use 

thqn there are t~lephones in use. With the saturatlon pelnt 

starlng us !n the face, last November we produced 98% more 

autDmcbxles th~n we dld in the precedlng November and I see 

an est!mat6 of 7~000,000 to be produced thls year. There may 

be e s~turqt~on pomnt somewhere ~nd competltlon ~s certalnly 

golng to be keen. Some of the weaker comp~nlcs will be 

crovrded out - some will be plck~d up by the stronger ones 

Ford h~s be~n out of productlon for n ve~r. No~ h~ Is golng 

strong. Chevrolet has apparently glven Ford the 4-cyllndcr 

m~rket. ~he forelgn market is probably our outlet. There arc 

only 311000,000 automobiles in the world end 78% of them are 

in the U.S., so the forolgn outlot l~ the ?est. ~hcre will be 

severe competltlon. You can get better vc±ue for vour monev 

In the utomobll~ tod~v th~n In :nv other com~nodlty. 

The building s~tuqtxon. For the past 5 y~ars we have 

produced almost 7,000,000 Oolhrs worth of buxld~ngs per vear. 

We have been looking for something to hsppen ~n the bu~lS~ng 
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trade. ~e have a surplus of apartmen~ bu~l~n~s and small 

stores. Bulldln~ is going on and should continue at a 
J 

relatlvely hlgh rate. 

I want to leave th~s last thought w~th you. I do not 

want you to thlnk I am "Learlsh". I am extremely optlm!st~c 

and the intell~gence of the American people is golng to meet 

the productlon problems and the unemployment problem, We 

have less than 6% of the world's land area in the U. S. We 

have ~es~ th~n 7% of the world's popul~tlon and we do more 

than ~ of the world's buslness. De are a buslness people. 

Every year there are 1~250,000 new homes started - 2,250,000 

bables are born - 400,000 glrls and bovs graduate from hlgh 

school. The market !s contlnuallv growlng and buslness men 

must be contlnuallv alert to thzs increaslng demand. We are 

llvlng an a per!od ~hen a man must be a manager. He must 

buy carefully, he must sell at a profxt. He must have 

ef~iclent labor, he must reduce hls overhead expenses and 

put on top of that a certaln amount of honest-to-God servlce 

and remember there is no saturatlon polnt to honest value. 
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