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by
Dr. Devid rfradey

Fefore 1he Lrmy Industricl College.

Colonel hcCain, Gentlenen

I thought that I wvould give vou a picture of the nrtional
income of the U.S., and compare 1t vith ¢ few of the other countrics
Trie should revecl to u< the reletive =1ze¢ of our income, and <ome
notion of 1ts composition. ifter thrt I thought I vould pas= fren
the purely econormic phese of 1t, having to do with industriel out-
put, to the fincnci~l protlem which 1< involved when ¢ nation gets
into war,- the protlem of providing the monetrrv rne-ns for contrclling
producticn and putting 1t i1nto the pcesescicn oi the (rmv end the
Kavy Jor the practical vork of corr/inf on the rir.

I shell not spend ¢ grenst deol of time h-renguing wvou on
the generul inportince of the n.ticen 1 income, end 1ts =1ze for
ntion~1l defense fou knov th-t much tetter tnon I do. Lvert v r,
gvert project wvhich the Government undertckes, 1= limited bv the
sr1ze of the n-tionnl income - the velune of economic ¢ocds produced
The =1ze of the neticnal i1ncome 1¢ ¢ netter of ver pie t concern te
every nation from the stonapeint of defense ~lone, s vell ee rer
the standpoint of meintenence or stend rds of living.

One o1 tne guestions thot confrente us then ve get 1ntc vrr
18 hov lcrge thrt national incone 1= fer the cue=ticn c1 1te eize
must determine 1in lerge mecsure Fow ruch 18 avell-tle 1or nrtionel
defense. 1t will 1lego conditiron the methees ot getting contrcl cf
1t Jor thot purpose  €ne difiicultv th i confrentec the Secretrry
of the UYreasurv in the last ver ves 1o reke rn estrmcte c1 the si1ze
of* the netional 1nceme. Ye kno rmore teout thet nov thon ve usgec
to, ns a result of the worl c¢i the lirtien 1 kureru of Leenemic
Research during the 1 <t ten r re V6 have nev o prettv eccurrie
e<tin te of 1te s1ze - 1t 1< rbeut ninetv tillicn collrre Thet 1rs
verr large conmpired *1th the 18 Tillion dolleare o Engl-nd, 18
brllicn 1n Germenv, 12 brllien zn france and 9 tillion in It:alve

Fut putting our snnu.l cutput in terns of moncw onlty ie
not snatissdrctor 7 1n petting inte the ~ctuel problem thrt cenirents
rou four protlem rune in terne cf things, end v aun vou get inte




tar priceg change. bSone peeple, e=spreicll s theee ~he lerpelv mnde
their mrne 7 cn the <tcek n rket - t~11 <levt rrefzing prices, con-
trolling pricee 1n r tir e o117y striles e 111 uec the
finnelcl mocaincry o 1t esiets vaen rr r1 le ent, Tt tou could
lav plens, ~11 right, but thet 1¢ n~t the * 1 r ccree upon us
Men v or cones pricee 1111 raec Jeu cer ceprnd uprn 1t th t vou
w1ll heve £ consrcerstle reee 1n pr_ces, -

0u 11311 ke gre 11 consused v cucr nend. Jigures e
those I ~we vou e oc net reopn rwch I e noillustrete thie tv
telling sou o sn erperience curing the 1 =t v r e ertered in
abpril 1917 In deve Ter e (lo ted very 1 ree loen Sceeretors
0. the Lre surv lcideo and the 1 nlevs feve ¢ ogre 1 oe 1 n1 tlought
on the cue=stion of hether v ceould put thuocugh » e n or th 1 <1.0
md 11 ke 1t po tnrcuch eroctrlv ¢ v nploce te Fne Por pucdh nenes
the e v-e 1n the Ue S¢ 1n the corm ¢ srvange thict v¢é ccule ot tc
crarv on the 1 re ¢ Dt e cu, bt te tno ecrmething teut Tt
eutl € ct I{ M ppened ¥ 1 1 v d Peen oecang =scrme verd en ottt ters
subje et of the coumul tiom o = x1nfpe an n entirels c1. crert
cmwctoen he  ceted e te cone deyn te tiw Qreccur Jhere Iy e
diiecteo tc 1r C=sc v (rests, twan frst ;ost Sceret rv ool the
Tyrecsury T ehwved “inin 1, ure s on the excess ¢ peccucticn ~ver
consurpticn nd tte ¢ v ng=t tvere v il-ctle nd ceondd te grttered
into the Lreqcurv ™ 1<z 1ticn cwud ry lorne (ne o tre than < le
e 18 wae % 11 ¢, thie dces r~t rie nosp tar, 1 11, 11 T thie rurs
in fonev terne M ore 7 d Ccund 1n 11 erpeciticne t- Tiletl th ot o
tushel or vbhe 1 orlv sod ec nin ser 7 ocertein nurter ot deve, whetber
1t coete B0 cents of & UN Y en wew get 1nfc rne s1tucticn reguir-
1ag cconcnie consunpticn 2t o 1 1n e veu trve 1 L ve -~ pocds nd
SETVICES,

bo, I hrve drerded 1ot 11 e tou tout twe fize ol the
incone o1 the Us S ~nd ttes cenprertiio~ 1n 1-v thich c1e1ds nore
rnonev teris, It v -7 be ocu sc ¢ v Jue tc weu inr ling evtynrtes
ot thie ccrt and 1t 1e gseetung veutcen't 11nd 1n brele

\

Hev aces cur neticnel producticn corp 1e 1n =1z 11th th t
o. 4r-nce? I cht =e & nee 1ty the =orkent trceruse she 1= 1ike us 1n
one re<poct Ine froenek peeple re econe 1c9 117 seli-cu” 1crent.
Thew 11 ge to preduce encugh ord te eed themselies Germeny cces
nct non oge to reed Mersell  Bie hepes te cmer ten e rs

Itnly deee net bogain to v anefe te feed hereelf Hueeic
doee, but in dequetelv  {re or the meet 1mpert nt t 1npe 1n tire cof
ir r 1e thie feet thet rcu b we got te feed the peoplc nd nust
provide tue tertile .ibres necded te <uppls clething, t le-st et
qenv pecple deees 1t tole in the U S tc prenid cur ne ded Lccd nd
clothing? Wrentv-tveo cul ¢t ev v huncred thet 1= 11, thae r-tac
1=« undwentals 1N woozaing thins 1s 1t vith lees thon cne-tcurzth




~1 our lator pover, we creste encugh 1ccd Jor curcelves end &
suflicient mount lJor export to prv ror our imperte - ter, cecifee,
sugir, ete. Y& produce encugh cction .cr curselwes end 150
m1lion other pecple and 1t pove tor cur imperte of <1lk, etc.

Thrt lerves avairlctle tor industrv -nd trede, nd trens-
portaticn, 78 pecple out ol everv 100 fertunetelv, in the U b
there 18 no neced 1or 1ncrensing the iccd supply Our =sgriculturel
proklem 1e not, £s 1n Eurcpe, hov to get encugh teo feed our pecrple.

I am sure there -re sone nen here vho rermemter the prollen
of griculture «a< discussed 1n Ifrm Journcls .nd tv 1 cemriicsicn
appointed to consider 1t thartv <« re 4o The pretlem voe hev te
stop the 1low of popul~ti n trom the I rn tc the city In 1921 1
becine President o the spricultur 1 College of Michipgsn = ¢ £ rn
bov I h~d rerd nand hesrd these ciscuseicns tut vhen I ¢ rme becl
te the sgriculture preblem I le wned =cmething very ocuicklve. I
proceceded te etudv the etctretics end rcund things th t surprieecd me
I learned that we had no riore pecple on reire 1n 1820 th n 1n 1600
I learned 1l=o thst production in cgriculturel preducte ves flcut
405 larger I guicklv ceme tc one definite conclu=icn  ‘tout the
rgriculturd protleme It v.= not = pictlem cl meving pscple teck
frort the cities teo the © rrise &1t th-t time we hed ~tecut 105 millaicon
people in the U. 5., cnd «tcut 80 mllicn on the frrme - ne rlwv
305 on farms - and nov we leve three or rcur millicn people less cn
the £ rme th n we h'd 60 1€ rs tge Ve preduce ne riv 50% nmcre
Locd You w1ll never .in¢ . nere signiiicont eccnemic foct. et
only thet, but with #ns stinulue to ogricultur<l prcducticn, in
those [1elds vhe € vou need rere preducts in time of v r, vou cen
e g1lv 1ncre se 1t 1in snv ene of theo=e lines frem P0% to 50% I
ar perfectly convinced th 1 under preesure preducticn cf vhent
1rould incre se 4£0%. fGhere 1e <n 1mmence wmcunt of rere~ge thet cen
roi1ge vheat ond the formers like to r 1=¢ 1t. It t-kes three months
to re1ce & crop ct vhe t snd then they ¢én pl v pelker cr ri<e hell
the rest o’ the time

e can 1ncrecse our preducticn encrreuely, vith stirwl-ticn
and nevd hve ne worrv vh tever cn the fulure o1 the (ccd supply in
pence or in v Ar

Let us compire rr«nce In ¢r nce thew lso re selr-
gus 1cient in the m tler o1 Loitd supply but 1t tele= 50% or them tc
preduce 1t 1h t onlys 1o vees B0 eof the people for industrv, irece
and treneperisticn. 1bnt di.terence c1 28 peeple th 1 1e¢ h ve in
the field of mining, nwufecture, na tronspertoticn gfives ue
advant wges Cor delense ihere are cther edvantegpes. Thev connct
increa<e their food <upplies as e-silv as we cen tec-use thev do
net hrve the recui<ite anount of 1land or tecause of climetic
limitntionse.
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Gernanv has 31, of her pecple en the l-na. Thev do not
produce encugh Tfocd It takes the preducticn cf nother 9% n-hing
nanufectured producte to prv 1or the impert.d 1ccd ond tertile fitre
inports 1het lecves 60% 1oy tride; industrv, ete Gernenv cennct
1ncre =e producticn much, 11 ¢av; during ¢ vor Met did she oc from
1914 to 1918% There ves orc =triking thing <he dad Bhe deviecd
substitutes.

She « lse sleughtered ter hogs The ver 1< cnlv gcang tc
et o fev nonths Th t 11lluetr tes cne of the h ndic ps c1 .

countrv lile Germsny ih t 1re= poer sc1l tc brgin vaith Up cround
Eerlin thev st rt 11th 1000 peuncds ci rfertilizer per recre nd ve think
ve¢ do yendere then ve 7 ppls 500 pounde. 1w 7 h ve clin tic liritr -
ticns vhich n ke 1t impeesitle to rcise pocd gr des c. vne to. Ih-t
1 on¢ cf her dicabilities. fGhc pcesitilities of incre sinp ber
producticn arce verv glight Thev can rncre <e onls  r-dusllt, cier
o perind 01 te re.

when wou cone to Itely, 1t trkes nt le =t 68% cf lier letrer,
vinrking, on lind, «nd renufrcturing 1cr expert, tc ileed thenselses
Thint lecves 3B% iree

In  ccuntr like Ruesie £t leret P5% o1 theee people rfre
an the lond. Thev de net nuch teore then feed thetee lves. They beove
climwtic limit-ticne, ne mechinerv, ne ncdern netheds 1n fertilizang,
nor in plant ond eninel treeding.

Qur pecple are letter cfr t'un ny cther people cn the free
of the ¢ rth  Ye huwe 1rcilitice Lcr exp ndaing 4 verv enc1l shift
ot people v111 ot ecnce tile ¢ re ¢r nv crnceiv tle cerm nd for ford
«nd protably ~nv th t cur ¢1lice vould have 1n nv wor Fut thrt 1e
nct the vhele =a1tu ti1en 1L re 2s gre 1 difference in productivity
per 1 rrker It 18 pretiv ol 1cus th t tliere nust he gre & supericr-
1tv 1n the erficiency ¢l our pucple cn the 1 nd == comp red vith
thoee verking in the<e cthier countries Let re =rs b t thae dieprrity
1ll 1ncresee 1= ve g lenge  1be next ceneus v111 sher cne-<ixth ot
the pecple on the 1 nd in the United 5t {e-e  bove 125 millicn
pecople nd by the end ¢ the deerde ve 211 %1 ve 140 rillicn, .nd r
Jew meore vill come ¢uif the £ rre & prosperity returns

Hor menv dceg cone fmericen o mily rfecd cn the © ra? Twentye
two "irilies 1ecd 100 peeple Lret -eens th € every ¢ mly recds
1teelf nd 3+ cther ianilies. In fronce (ne frrilv on the frrn
rrises cnly enouck wcod fcr 1teelr rd ene cther £ milve In Gerroonv
1t=els wnd 1+ others The rrmericen rerrer rov o Prdlv crf ol e
gets vhot 3% Mrmalice pav hanm 1cr wcocd In It 1uv the t-rrner's somils
gets vhet & pamilv prvs han In Russy he gete vh t 1/3 fauly pevs

in Jer food Even 1t thet we h ve nore focd per perern th n e
e in Germny wand #r nee, tnd certranly frr rere thrn in Ruseas

and Italy Ifwve 4 }e rs o unrt ¢ Pord the ¢ wcunt ne ded cr rre
Jwnlv, then the [fmericon Jrmily rrises 45 unite, 4ne 'rench 2, the
Gernan 2%, Ruesien 1-1/6, nd 1t 1y 13 fdhere 1e olvicusls ~ pre-t
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difference in the efiiciency ¢ ~griculture here nd strecd re
rne~sured 1n terrms o, cutput per vorler

lov o fc¢ the difierence 1n i1ncusiri 1 efriciency It a1+
net € ey te te eynet, hut veu ¢ n reduce tne errer 1o - frirly n rrev
reape e compared with o productive cutput 7 1005, 1cr the sreric n
vierker, = v in trenspertaty n, rmenufreturing cr maning, th t cf
GErnenv 1111l ke ~teout 50 1Y t nll curpriec veu Ve heer <c ruch
dbout Gerr n e fficiency Eetcre 1214 thev vere =upprecc te Ye the
leet 1crd 1n € fricie nes Since 19724 thc Mhrve m de rrert etrigdes
Thev v ere the firet n tirn tc <cc th 1 scmcthing nev v o= happoning o
wnerice - tht we hove h d ¢ ney tnoustril retclution - nev nethncs
of mn ging Librr nd th t these retheds re £ r cupcrior te sny th t
bed ever been develeped bPercre, just = tve Epglier rosclutien trrupght
netv wthrde nd bept Lngl nd 1n twe le d 1n 1ncustril develepaent
160 re r= cpgo Peeple ccretarcs t 11 = 12 kbn 1 nd'e grecst ve 1th hed
Teen trken cul of her oo lonyes Ter grest ve 1lth 1e due i her in-
venticn o 7 nechine 1ndustrs 8 ¢ led the verld crem 1780 t~ 1880
The Lnglish colenial peesesercns vere grently exp need t the = re
tire tht the industril reveluti nv ¢ ¢™rping - nd ehe dewve Leped
the ~pplicaticen ci =te n porer teo the f1€1ld ¢f 1ndu<try ~nd trzce
11 1o verv ncturel tc credit the cclenies 111h hér incre < 1n verlth
tut the celenies  re wvertt little I dc net Tl xe thet Tnplac h e
1 de ~nvthing ~ul " her cclenles he Gertns vore « reclutels
hipped ~n the subject until = ev eore g0 Gerr nr dees net peed
ccleonies - she no e n eof 101 nt technioue ¢f r-nut cturing

kY

The Gerins s v an 1974-26 thet ve ¥t d scerething nev an
1ndu=try when they got the U9ves pl noin 1924 thesy ¥ 4 clmret
cenpletely erh ueted therry r v rtery 1o Llev «d le== thep 1116
mllicn morke verth pfter thev fccepleo the plin tnev vere =Yle to
et chert-tire credit cnce rere jeor the purclree ¢+ » tery les Their
wapes 1ere $10 < veek - 40 mrrle Gure vere 1vh ¢ veel 1n the
autorclkile industri. fGhey thou,ht t e¢v crule orerly uncercell [ merice,
Imngilne their =urprisc vhen th teund tiev cculd nct mele the riicle
~< che~plv ~= 1e cculd vaiitr §45 1e€l 1 tere ind Germon 1 ter 1s
focd  Thev sr1d - M rre cbvicucely ucing cur on leter 1nefilciently
a< conmprred vith rmerics, cven though ve <re nrt 1nct i1cient r= cor-
pwred 112t1 french nnd It-1lx n 1 ter  Thecc . mcr1cerps rust knm
somethin net obcut hot te uce loter 1in preduction ™ Taev get etertec,
end frer th t dos 0 thie theilr incustrv h & 1ncreceed 1n effective~
ness, They ~depted cur =methrds juet - 1n 1870 they <deptec Lnel-nc's
L Gerr n oinduetry list adnites th t the Germ n efitciency 1e reletaively
rne-h 10 i hagty < cure 1be wprunch 1s nct cver 4£0%, Thot puts
french  orkrien bolew Ger 'noin ffiiciency ITtelv'e 1e 36-1/3, ~nd
Ruegie'e rrughly 25%.

Deepite »ep r tir ne pewvnente the st nderd cr living in
Gernnny 1s higher then 1n ?r nce and tle reasen frr the differerce 1s
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th © the Gerean vrrking ren 1 ncre 1ndustricus th n the rench,

«nd ncre e Mficient Tvert t rcugn the (1ie Lley tor Tierke an

Gerrminv vith the rnoper, ne tricn ¢ trllec tYrut the crderlinecs
and ¢fficiency ol the werr ninilren nd e~1d the turnced ~ut deeided-
lv rmore verl per ran tnan e renca pl nt

Mewr 1f veu t le 78 poeple producing 100 unite per v on, vecu
et ~n industiri 1 output £ 7800. 1In ¥ronce 50 verlers t 40, paiee
2000, 1in Germ-nv 80 werlers 1 50% cutput vields 5,000, It 1v 1,200,
in Ruseia 625 Tie=e comper tive Jigures erer increcitle Tut t7ex
~re reougt v truc. I think 1t 1e cne cf Abe ret anteresting crn-
por tive t-otle< ever evelwed Ve cutput 1s ypresced 1n terre ¢f
acturl phweienl pr~ducticm - net Mcne v

1t rust be cle r thrt 1f there fre cnlv 3000 units ~1 ~ut-
put ~f mining, nwaur cturing, eic , in Germrmy ~nd TRN0O i1n rericn,
1t 18 perfectly vlenr that tucre ere - let of nop-c<centy 1 prerducts
1n wnerican prcducticne 1t~t 19 cne ¢ the pretlere re Cer 1nvry
times -~ 1~ shi:i preductirn from nen-os<enty le 40 the toing e nceded
ter the exccutieon of m1lit rv pl ne.

One dav 1n the spiin, of 1918 they oo llcd me 1o the Trerevrs
Thew gud - "Mhe var 1111 cret us 24 btillicn drll re= thig rer~r cnd
8 brllicn hne te Le v 1ecd v tezes ' 1 18 vour pr 1lenm, - to
drawr up 2 tox plon vz 11l 4 e & Pallicen coll re rfrer the :mericen
people 11theut Farting inuueiry nd 1itheut toc nuer grumtling M dhe
prebler voe Iergels cne of euppreseirg unnecee=cy s prcducticn if
sou 12<h to cee the tlan, s ve tact bt vere unes<ent: 1 fer the lize
nd heppinese c1 *he peeple, t e ¢ lecl rd the t-, 1111 thot vee
pnssed 1n 1918 It cont 11s list cf Iusvurie=s 1r1icn vere <utiect

to to.es  fGhev nelded 1* tillicn acllare hercver pecple gecc1led
etttz v g 1@ e drm et fut tcu te pe o trie ez Juet tele thot
riont vy and buy Iiterts rends ™ 1V thecry v ¢ tc csuppreses these
thing<

In thot 7800 units ¢f srericen preducticn tnere must Te on
enc nicus eriount ~1 men-escenticl precducticne ¢ név Cencus €L A7 nu-
>

Zrwetures b= jusi come cut rnd 1f weu studv 1t veu 1111 te surprie-d
1 the nunter oo things tn t ~re nen-ecsertacl

(rerice cen nustcer  Imcet unlirited preducticn fr o fer=e
tren the stsndpeant of econcrices ¢ cculd <pend o tillirn doll ze
A vear an de fenee 1ad 1t reuld be o cerporcotively e 11 omotter ain
the ¢coenenmic liwe ¢ cur R ople Ferh pe v¢ cupht te putlishk thras
and circulntce 1t trend It mithit oisccurcge corpetitize  rnoront
progreons

I hawve nct secn wything ar renthe th t surpricec ro =

rmach e tne Cuengsuos ¥ 1arut ctures tcr 192¢ It reve led thct 1in the
ten 7care 191921929 toc nwrter »0 wepe e7rnere 1n twe Lo & 1n

B



Industry

AEFL- Trade Preductive Output

culture  1lransporteticn Efificiency per 100
U s 22 78 100 7R00
'rence 50 RO AQ 2000
Gerimnv 4Q 60 50 3000
Itnlv 65 o5 03-1/8 1200
Ruesia 75 25 o) 625
Lnpl nd 85 65H 60 3900

-6,&-



TR .
F™
B

nantfecturing e=teblichrnentes declined 3% Yut the cutput o f monefectures

1n thot pericd increcced 42%  Ttet 1o the rete ¢t haich e ffrcirency
vas accelerated 1n the U 5. during the 1 <t dec de

T e rerre 1020-1(2b 11 rled « turming peint 1nirmerme n
induetry  This 1= true 1n ~gricullure, rining nao tronspertr-ii-n.
In the thice mun lines - griculture, wcrestiry, rining - 1e gct te
the point ttere 1t trel Jevor pecple tc m intsin cur nerrel r te cf
grevth 1n tle velume o1 cutputs. e «re producing sn encrecusly €

increrceed velurne ¢ ~ulput, vith cctu 11y 1ever pecple Thet 1</ very

c1gnificont frot for deten<es

Tthen neticns get ante v r the gureticn ~rises ™Mew cre veu

¢oing te put thie industianl prier ot the diepierl of the militeory

estoblishrent?" This t-1l <lcut ceonneraeering wectrries 1e net likely
to ceme Yc¢ nvthing  Theoreticellv 1t ecunde <11 richt, ~nd <cme cof

1t prcb tly h = to Ye deone v guess 1= th<t 1n the next yror 1o vall

dc a8 nctiene haive deone btefere Tle Gevernment v11ll Tur at the rmarlet
price, and the rnonev needed to prv the price 111l Ye r 1ed bv teryes

tnd le ne The impert nt thing 18 thet veu <hculo see vhnt <teps

vou muet take, nd sec toem srom the teginning - thot 1, vou need a

progran.

slvave the Tfiret =tep 1< tc ¢ te the Teonke ~nd et <c-e

monev It 12 a great ndv nt ge to have ¢ centrol btrnlin, & ster like

curowil ¥ederl hescrve Sveterm, the Fnk of frince, rr the B onk of
Ln,,lond You could pret bly pet 1t iren cther t onks tut 1t 1 ¢

Flol prccess, You c-n <€ll chort-tine Gowernrent ctrlr: ticps tc the

‘ederal Reeerve Eonke snd the Government cen £1 cnce pul 1tsell 1n
sunds, It 2e ¢ great cdr ot opo to e tle to et the firet of tr-t
nonev Crom the Reecrye B onke 1or o thot menev 1e p 1d cut 1t f1ties
11 the other Lanks recerve 1undse It nrkee o alrtcerence vhether
the feder 1 Reserve tuve teonds or tbhether the menter torke tuv then
The Governmont gete the menev i ey eree, tut the credit 1e ers1er
1L the first methed 1< pureued

The nert step 1o te put cut leng 1o e tonds ine pecple
«nd the tanks 1111 tuv ronds Lur thev re re, rrced £ gilt-ecped
investrments 1n a time of wncert 1atv Ghen vcv hreve te get ot the
he wrt of thie thiny - tox ticn L think the U & o d prettv vell
cn tavetion during the 1yt vrr. 1t checuld heve dene <c of ccuree,
becruse 1t hed the tenefit o1 {e erperience <. bronce ond Englereo.

The German experience 1 1< nect wertl <o ruch Gerten:te digfticulties

were not "in ncial - Mer difriculty vees 1nler econcme e1turticn

1 ehall never ferget an editerial an the lev Yordy Sun vhich hed 2 gocd

bit of viedom 1n i The Germans ilonted » 11, loon an 1915 ond 1t
was oversukscribed Cne Penker in tlking tc “nother cf10 he c1d

not <ee hie v the allies were going to detcat o naeticn th t nitcr 16
menths of var could revee renev lile thet The cther cne =-1d
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rerninded hin of two men who started on a trip from Nev Yeork tc Sen
francisco in the davs of tne first iranscentinental r-ilresd. 1Ttev
herrd belcre starting thyvt vhiskey vas §10. a quert 1n Svn frenciccce
and 1t wvas onlv $1  ain Nev York  they tcook elony =eme rnd vhen {hev
got to Poughkeepsie onc of themopened ¢ tettle and tcel o drink icr
which he pave hie partner 50 cente  Then the other mon tcok - drinl
nd geve hie partner boek 60 cente 1het kept on 211 the wav te Sn
r ncrece and ench hed Qinsllv prid the cther $200 ier the vhislev he
hid drunk. Bt the nonev tlhev hed Tetveen thenm wes the same pnd the
whiskev was pone. . mun cculd lecture tc veu rer ¢ veek ond tell veu
o 1ot le<s rbcut the relaticn cf the tinrnci 1 pretlem tc the eccnomic

pre blen

Qur trx problen in 1917 wee lergelv indluenced tv the fret
thot we had an enermcus rice i1n prices ¢nd prefite kefere we ot inte
the vare f1he veor of highest prefite up te 1€2¢ wee 1917: Prcfite
of nll cerpereticons junmped frem §4,700,000,000 1n 1913 to
$8,600,000,000 1n 1916 In 1917 thev dvrnced to the record .h,ure
n* $10,750,000,000.

It it perfectlv clery thet profite were frr lerger then
neceesarv. lleceserrv pro.its rre these vhich are high encugh tc get
the preducticn veu went. Lny excese ¢ver thie nececsarv ~riount con-
gtitutes surplus prorfits. Henntor Eoreh crlled for & fr-nscript »f
all cerperrtione th-t nnde mere then 15% on the cepitrl stecl 1n 1916
and 1917  You prebable rementer the kereh reecluticon on Corpercte
profit=. I grouped the<e vhen I wre ¢t the irescurv end wes “nazed
at the rreat nass o, people wno errned rare than 20% prefit on their
invested capital. So we evelved the exceses profit tryees It y1elded
pe high as §2,505,000,000 1n 1918. .11 these 1pures eon tares tcu
will find in the St itistics ¢ 2 Incone oi the Ireasurv tnd in the
Report of the Becretiurv or the lreasury. Prices re going to rise -
producticen 1s geing te increase under the stimulus of Gevernment
buving rnd veu tre poing te heve Tageer preivte in everv war pericd.
The beet thin, to do 1s to cowr the excess prerfits inte the Trecsury
by taxes.

Une cf the great fellacies ¢lveys put forth 1 thet the
excese profits tax had driven up prices. ‘1hie tn> decee net rrise
prices  You cen rerd sonething of thet ain Elv'e "Outlines cf Lecnemice ™

lhen vou have the pecple vaithlarge incemes. Lvervicey vhe
pets a lnrpe 1nceme 18 1n ¢ privileyed poerticn anc one ¢f hie duties
1s to ~uppert the Government in times of crieis It 18 2 grert
privilege to be rflleved tc inherit preperiv ond heve & ler.e inccme
vrithout vorking It 1¢ ¢ greet privilege ~nd < <n~p. Ycu cen levy
persenal inceme trxes at rlneet «nv rate vou chocee 1n time ol ver
People vith large incones scve a great nm s ¢f 1t and 1t 18 mevrely
1 guestion n< to vhether thev #re geing tc buy Latertv EBende or reve
1t taken away from them i1n taraticon 1he percon with the right cf
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propertv h.s 1t only because the Gevernment meaintoins the ripght of
private prop riy end he h = cbligaticns cf pecullr r neture in tine
cf netrion 1 deience,

You sheuld put on coensurpticn t x vhich vill reprees
non-eg<entiel expenditures Ttere 18 lso ¢ psvchele, 1¢cn1 protlen
there, but one or the verv test vars ¢f represeing concunption ie
puttin, on t~x~ticn The aefense for consurptirn texee 1¢ ¢ ev,
whv don't vou btuv ~n article ior 15 cente inete-d of 50 and pv for
Intertv Fonds with the di 1erence”

You nececssarilyv Lave tc uce the tanking eyster ¢t firet 1n
1=suin,, tonds Some o:r the wir fin nece 18 fcing to seep 1nte the
credite extended bv banks [i veu go te the benke directly a< they
did 1n Germonv vou get 1nil~ticne 1f ve hed pgone con ve protretly
would heve petten 1t The vy tc herd 11 ¢ft 1= to put cn an rdequate
schene ¢f taxstion ¢t the brepinmuang bobe 11 ¢« hervv £8 you cen

In thi= countrv we did r ther well with our echeme cf trxe-
tien wimnd there 1s rencon te hepe thot we vi1ll enter the next var
vhen ve ceme to 1t, much mere intelligently th nwe ever did nv
cther var

When vou et tc the ouesticen cof how tc fincnce - wer vcu
lock arcund tc find pecple who hove had trrining in teox~tion - vou
are uguallv limited to o hendful of pecple itere 1g re~l drnger
that o great manv of these lessens of the last war will be tergctten
befere the next war comecs Fut I hope when we ceme te 1t we will
have people in the nrmy whe can help the Treasurv [ormulate en in-
telligent progran of wer taxaticn.



