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Colonel Jordan and gentlemen of The Army Industrlal College- 

I oftentlmes wonder why anybody wants to hear an economlst 

talk after what has happened ~n the last seven or elght years and all 

the economlsts have sald that was not true. I was saying thls to a 

gentleman the other day, a nelghbor of m!ne, and he sald "Well, I 

suppose it is 111ustrated by an experlence I had a few nights ago when 

I was comlng home." He was walklng up the hi11 toward hls house 

when he saw a man out on the tree lot, who, down on hls hands and 

knees, seemed to be lookzng for somethlng. My frlend stopped and 

sald to hlm: "Did you lose something 9' 

"Yes, I lost my watch." 

"Maybe I can help you flnd it." 

~I wlsh you would, I do not seem to be maklng any headway myself." 

So they both got down on thelr hands and knees and pawed up the grass 

for qulte a long ways around there, but they dld not flnd the watch. 

~ly nelghbor dld, however, discover that the man was somewhat the worse 

for dr~nk, so he sald "Nell, brother, let's organlze thls search 

and see If we cannot make a llttle more headway. You try to remember 

where you dropped your watch and we will start there, expand our 
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actlvltmes, and, I am sure, f!nd It sooner or later." The man sald- 

"I dropped it across the street about half a block down." 

"What ~" 

~I dropped it across the street about half a block down." 

"Well' What are you lookmng here for~,, 

"Thls is the only place there Is any l!ght," he sald. 

All of which Is a pol!te way of tell!ng you that while the economlsts 

may have been in confus&on &n the last seven years as a result of 

the occurrences slnce 1929, nobody else is free from that dlfflculty, 

and they still know what the problem of economlcs is, and know a few 

other thlngs, they thlnk, and they hope by studylng the experlences 

of the last seveu or elght years to get a llttle more exact knowledge. 

I dare say that anybody who has ever had any experlence in warfare 

has a l!ttle of that attitude toward what he has learned about the 

tactlcs, and whatever else you do learn, that iS supposed to have 

some bearlng beforehand. 

But be that as it may, thls problem that we are golng to 

talk about th!s mornlng, the internatlonal dlstrlbutlon of economlc 

power, is one that must ever be of a great deal of !nterest It is 

of a great deal of importance to you as the representatlves of the 

nat~on. Certalnly in these days when economlc power plays such an 

enormous part mn natmonal defense and offense, mt ms mmportant to know 

somethlng about the econommc power of varlous natmons of the world 

wroth whom we are apt to have contact. In that respect, in a much 
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broader sense than that, a much more humanltarlan sense, all the 

natlons of the world today have democratic ideals; that ~s, hlgher 

standards of l~v~ng for everybody, more lelsure. Standards of llvlng 

run largely in economlc terms whlch mean that a standard of llvlng 

where you consume a lot of thlngs Is better than a standard of l!ving 

where you consume a few thlngs, and since most of the thlngs, a great 

many of them at least, that enter ~nto our standard of l!v~ng have to 

be produced, they cannot be gotten free as a glft of nature, the 

questzon of the productzve efflclency of the various natlons is a 

question of great moment. 

If you have gone to Europe, undoubtedly you have been im- 

pressed wlth the great controversy among natlons about thls matter 

of natlonal income and natlonal wealth, although natlonal wealth as 

not of so much consequence as national !ncome. Wealth as, relatively 

speaking, small when you compare it with the ammal flow of income. 

The productxon of goods and servlces of natlons very often are the 

cause of a controversy when it comes to the questlon of whlch natlon 

Is paylng the hlghest taxes. England and France are always havlng a 

row as to whlch xs paying the h~gher rate of taxes - If one ~s pay!ng 

the hlgher rate of taxes it could pay Its debts or stay on the gold 

standard. The world as considerably concerned wlth thls, and I will 

make the predlctlon thls morning that one of the developments in 

economlcs that ~s started now, and that is golng to be most potent 

and engage the attentlon of the people a great deal in the next flfteen 

or twenty years, is just thls questlon of the relat!ve wealth of 
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nations. 

In our day we have another speclal reason beslde the 

m111tary and general soclal reasons. We have a great confl!ct be- 

tween dlfferent theorles of government, dlfferent theorles of 

industrlal organ!zatlon - organlzatlon for the productlon of the 

th!ngs we want Collectivlsm is in the saddle. I suppose one could 

paraphrase Emerson today and say falrly that whlch he sald in the 

last century - that the polltlcal thlnklng of the nlneteenth century 

had been domlnated and controlled by the idea of democracy just as 

the moon controlled the tldes of the sea. There is no use argulng 

wlth the tldes~ there ~s not much use bulldlng dams agalnst them - 

they are domlnated by s power far outslde - the moon. And so cer- 

tainly in the last twenty or the lest ten years, partlcularly In 

the last sLx, even in thls country publlc thloklng has been domlnated 

largely by the idea of collectlv~st government, control, plannang, 

etc. Whether it will turn out to be another movement that Is as 

domlnant in the control of industrlal organlzatlon as the moon in 

+~he control of the tldes of the sea, or will be as powerful as the 

idea of the last century, remains to be seen. Nevertheless, we are 

much !nterested In these varlous types of industr18l organlzatlon. 

We have a very great experlment in Russ!a We have another 

one, of Somewhat dlfferent character but nevertheless collectlv~st 

in the sense of controlled economy, in Germany. We are interested 

to know what has been the success of nations and of systems thus far 

in the matter of prov~dlng its people wlth sn abundance of economlc 
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goods, for wherever the productlon Is large, there the internatlonal 

wealth and power is large, and where the productlon per caplta is 

small, there the natlonal power will be small. The trlck of course 

is to get some way of attacklng thls problem. I suppose if you could 

have a comm~sslon In every country, or get the countrles to cooperate, 

have every countrytake a census, and an honest one, of all the thlngs 

produced every year, keep that up for ten years throughout droughts 

and vlclss!tudes of weather and of buslness cycles, you could get 

actually a comparative plcture, but the trouble is, flrst, that they 

would never tell you about a great deal of it and, second, you cannot 

get them to do it; they haven't tlme to stop and do it, they won't 

do it anyhow. 

I am brought here for the purpose of trylng to glve you, 

in the course of forty-flve mlnutes, some general notlon as to how to 

go at thls problem, and the best way to do that Is by lllustratlng 

the method by whlch to tackle the problem in these various countries, 

and leave you wlth some klnd of plcture as to what the comparatlve 

economic power !s, say, of the Unlted States, France, Germany, Russls~ 

and posslbly Japan. I always say to tb~s group, as I speak to them 

from year to year, and to people elsewhere when I speak to them on 

thls subject, that If you are ever chargea wlththe task of ascertalnlng 

the relatlve economlc power of a natzon, or of two nations, (usually 

it is another natlon compared wlth ours, or even two other natlons 

wlth each other) that thls is the most effectlve and economlcal plece 

of technlque that I have found. You ask, flrst of all, what part of 
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the labor power of the partlcular country you are deallng wlth Is 

absorbed in prov!dzng the people of that country w!th food and the 

elementary textile f!bers ~ If you want to ad~ something to that, add 

all the rest of the raw materials- coal, wood, ilsh, steel, etc. That 

slmpllfies your problem a great deal, doesn't it? The flrst thlng 

that every natlon has to produce, if It Is golng to remaln allve at 

all, is its ~ood, and it has to produce enough textile flbers, elther 

dlrectly or by Import, to clothe Its people and glve them those house- 

hold goods they need. As a matter of fact, it has to do more than 

that - it has to get luel ±or heat, and, if it Is go!ng to indulge in 

manufacturlng, it has to go beyond that and get coal and iron ore, 

etc., but it has to feed itself, snd, in a rough sort of way, you can 

say that among modern nat!ons, natlons such as the natlons of Western 

Europe England, France, Germany, Italy, Belglum, Hollsnd, and even 

Russla, there isn't such a wlde dlfference in the amount of food that 

has to be produced per caplta. I do not know how much it var!es. I 

suppose that the people of Italy may eat thirty or twenty per cent 

less than the people of the Unlted States, probably not that much; 

the dlfference may be lsrgely in the quallty of food and the varlety 

of it, but somewhere, somehow, those must be pretty close together, 

and if we are comparlng other countrles wlth the Un!ted States we can 

be perfectly sure that none of them eat more than the Unlted States; 

that Is, none of them have to produce any more food per caplta than 

the Unlted States. Ask yourself that questlon flrst. I am not now 

saylng how it came about that there are these dlfferences among the 
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people - we will come to that a l!ttle later In the hour. 

There are these amazlng dlfferences among the countrles 

mentloned: In the United States we have only about twenty-two per 

cent of our people on the land. It as doubtful whether the next 

census, the census of 1940, will show much more than twenty per cent 

of our workers actually on the land, one family out of flve. If 

we can have the blackboard brought over here and some crayon, perhaps 

I had better put that down so you can check me up as we go along. 

We are self supporting in the matter of food. That is, twenty, or 

at most twenty-two famziles (that was the percentage ~n 1930) on the 

lend produce enough food for all the people an the United States, 

enough food for export to pay for the iood imports, and also, in 

add~tlon to that, enough cotton for ourselves and for one hundred 

and f!fty mllllon people outslde the United States, and some wool 

and some flaxo The cotton exports pald for the other textile Imports, 

such as silk and llax, etc., and in fact pald for most of the rubber 

imports. We dad all that wath twenty-two per cent of our labor force, 

twenty-two famllles out of a hundred llvang and worklng on the land. 

Another country that is somewhere near self supportlng, France, 

about whlch you have heard a great deal as m111tary men In the course 

of the last century or two, has ~ust about twlce that percentage of 

people on the land. France has, roughly, forty-f ave famllles out of 

every one hundred llvlng and worklng on the land, and that forty-flve 

people out of a hundred, that forty-flve per cent of the population, 

does not produce qulte enough food to feed the French. It would if 
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France d~d not have so many tourlsts - there is an enormous tourlst 

populatlon there always Leavlng the tourlsts out, the French, I 

thL~, are pretty well self supportLug in the matter of food. They 

do not ralse as many textile flbers as we do. They ralse a llttle 

wool and some silk, but no cotton at all - all that has to be Imported° 

By and large, certalnly more than forty-flve per cent of the labor 

power of the French people Is spent elther dlrectly on thelr own land 

or zn produclng other thlr~s, perhaps services to tourlsts, or goods 

to export, whlch are needed to pay for the ~nports of food and textile 

flbers. 

In Germany you will fed that that flgure Is somewhere 

around forty, now somewhat less than forty. They have been maklng 

desperate efforts in the last dozen years to step up thelr food 

productlon and the efflclency of thelr agrlculture° They have made 

conslderable headway wlth it but still the llgure approaches forty 

per cent of the populatlon, certalnly somethlng llke thlrty-elght. 

That does not mean they have thlrty-elght per cent of thelr people 

llvzng on the land (they probably have less than thlrty today) but 

they have to Import a great deal so they have to export some of thelr 

product to pay for the import, except in those perlods when they can 

borrow money from us and not pay It back, but that aoes not happen very 

often. What they got from us by way of borrowlng they pald to France; 

France left it on deposlt in England and in the Unlted States, and 

f~nally in 1931, or thereabouts, they drew the gold from England and 

from the Unlted States, thlnking they were verst wlse, but they have 
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been in trouble ever slnce. After all, you have to produce the food 

flrst before you get any place else. 

In Italy we fed that about sixty-f lye per cent of the 

people are wor~ing on the land, slxty per cent at least. They do 

not produce food enough to feed themselves, they do not produce many 

of the textile flbers, and surely slxty-flve per cent at the very least 

of all the labor power of the Itallan people is absorbed in provldlng 

them wlth food and the elementary textile f!bers. In Russla that 

flgure Is about elghty-two per cent. It Is somewhat better now. They 

may have gotten mt to the pomnt where seventy-f lye per cent of the 

people produce the food and the textmle flbers, but I doubt that. I 

thlnk the 1~gure !s still near eighty per cent. That flgure in Japan 

ms around seventy-flve per cent. Let me set those down In front of 

you. (Placed followlng tabulation on blackboard) 

Per cent - Food and Textmles 

Unlted States ............ 22% 
France ................... 45% 
Germany .................. 38% 
Italy .................... 65% 
Russla ................... 80% 
Japan .................... 75% 

I have now told you as much about the economic dLfferences between 

the various natmons as any other econommst, or any house lull of them, 

can tell you ~f they lecture two weeks to you. Nobody can tell you 

any fact that ms as Smgnlflcant as that fact I have wrltten on that 

blackboard. That ms modesty for you. For a very slmple reason have 

I told you more. Those people you have to have, you have to feed 
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your people, war or no war. You cannot get away from that at all° 

You can organlze and reorganlze and do all that you please to your 

pepulatlon but you still have to feed them flrst and get those raw 

materlals, that is all there is about It You cannot store up much 

feed. You can store up some textiles llnen, cotton, and woolen 

cloths, etc., and that helps a good blt - some natlons pursue that. 

New let us look at the people who are available for industry 

Unlted States .......... 78% 
France ................. 55% 
Germany ................ 62% 
Italy .................. 55% 
Russls ................. 20% 
Japan .................. 25% 

That ms what you have left now for what ~ For all the rest of the 

actlvlty. Let me say, by the way, that if I had mncluded, as I probably 

should have, the raw materlals, that is, the number of people It takes 

in the Unlted States to dlg the coal out of the ground, produce the 

oi1, the iron ore, the copper, and all the mlnerals that we can produce, 

it would add an amazlngly small number to that percentage - It would 

be still well under thlrty per cent in thms country. You have then, 

you see, these other people that you can do manufacturlng wlth, mlnlng, 

(I have not included mlnmng In my flrst column) flshlng, forestry, 

transportlng of all thls raw mater!al to the place you are golng to 

manufacture; the people who work in the factorles and shops and manu- 

facture that materlal, the people who transport It back onto the 

railroads, all the bulldlng workers who take thls bumldlng materlal 

and dlrect it into bulldlngs, and the people who keep it in the stores 
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and shops and depots for dlstrlbutlon to the publlc, eather by 

formal dlstrlbutlon or by dlstrlbutlon by way of sale in stores. 

They are the people who are avaalable for the manufacture of electrlclty, 

the telephone servace, and for all other sorts of transportataon; the 

people who build the roads and provlde servzces for the automobiles - 

provade them w~th gasolane, oal, etc. And lanally, they sre the people 

also who are left over for varaous kands of professaonsl servaces 

teachang, preachlng, sangang, barber!ng, beauty parlors, and all the 

rest of those hlgher actavataes for cavzlazataon. 

There as your pacture, and, an a way, I maght just as well 

close the lecture now as far as gavlng you the th~ that you w~]] 

thznk about, because you wall be thlnk~ng about thls the rest of your 

llfe af you stay in any lane at all that anvolves an economac questlon 

That is qulte a lattle trlck, to be able to gave men an the course 

of twenty mlnutes or half an hour two sets of lagures that you can 

say, an all honesty, you will be the rest of your llves thanklng 

about and watchang the modifacatlons that occur there. 

We talk about Russaa a great deal. You can tell perfectly 

well what as goang to happen there af they can stsy at peace (that 

• s, af Germany wall leave them alone on the one slde and Japan on the 

other) and devote themselves to economacs entlrely. Russla as golng 

to spend the rest of your life and mlne (if you are forty-f lye years 

old, whlch as probably a falr average of you men here today, and wzll 

llve another tharty-five or forty years) dolng just two thangs. 

cuttlng that eaghty per cent down to fafty and raas!ng that twenty 
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per cent to flfty. You may say- "That is klnd of overdolng it, 

don't you thlnk~, Well, let's look at it. There are 175,000,000 

people in Russ!a now. Eighty per cent of 175,000,000 is 140,000,000, 

so they have 140,000,000 people l!vlng on the lsnd over there, as 

agalnst 30,000,000 here, and 35,000,000 l!vlng In town. The 

35,000,000 people llvlng in to~m are the manufacturers, the ra!lroad 

people, the merchants, and the professlonal people. Now when they 

get to the polnt (say the populat!on is growlng) when there are 

200,000,000 people in Russla, as I suppose there will be in forty 

years, and half of them are then on farms, a hundred m1111on, and 

the other half are mn the towns, a hundred mmlllon, there will be a 

hundred mllllon people ~n tovm as agalnst forty mllllon. That means 

they will have to build towns, resldences In towns, water systems, 

sanltary systems, schools, and factorles, etc., to keep slxty mill!on 

people housed and busy. It Is qumte a llttle job to provlde houszng 

and factorles, etc. for slxty m1111on people. If you want the prooi 

of it, let me ask you what the popular!on of the Un!ted States was 

in 1900~ 76,000,000. In 1890 the populstmon was 60,000,000; in 1880, 

59,000,000, a hundred years ago, In 1830, mt was 13,000,000, Great 

Brmtamn and Irelsnd and the Unmted K~mgdom had 15,000,000, and France 

had 31,000,000 France, you see, selzed the place which she occuples 

in the world still mn terms of the 31,000,000 people she had then 

relatlve to the 15,000,000 in Great Brltamn and Ireland and the 

Unmted Kmngdom. It ms qumte natural that it should be so - she was 

the flrst natlon of Western Europe to develop a certain h!ghly 
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clv111zed culture, and other natlens came there to study and learn 

it. However, what I wlsh to say is that we have 75,000,000 people 

today and will have, I suppose, by 1940 about 135,0OO,O00. If you 

subtract 75,000,000 from 135,OOO,OG0, the balance is 60,000,000, isnTt 

it 9 Now in thls country slnce 19OO we have provlded the homes, roads, 

factor!es in whlch to work, schools in whlch to be educated, clty 

streets, c!ty lightlng, hotels, etc., that it takes to supply 60,000,000 

addltlonal populatlon in forty years. That Is what Russla has got to 

do in the next iorty years. It tskes four Busslans to do as much work 

as one Amerlcsn, whlch is llterally the truth; that Is no joke at the 

present moment. Of course it w!ll net contlnue to be that, in tlme 

it will take only three Russlans to ~o as much as one Amerlcan, and 

then perhaps only two, but they w~ll be mlghty lucky II in forty 

years they get to the polnt where two Russlans will do as much as one 

person in the Unlted States. It is golng to take a long stretch of 

tralnlng to get the Russlans to that polnt, and It Is golng to keep 

her mlghty busy. Russla IS by no means as efflclent today man ±or 

man as we were in 1900. I do not thznk she could do what we could in 

forty years. That is why I say you will be thLuklng about thls pattern, 

and always and forever that must be the most Important comparlson 

among these natlons. 

Now there are some exceptlons, there are natlons that have 

done thls on a somewhat dlfferent basls. The outstanding case of a 

natlon that never pretended to feed itself at all and yet grew in 

wealth amazingly was whlch one~ England. Surely that was the 
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outstandlng case. She was the natlon that inltlated what we call 

"the Industrlal revolutlon"; that is, she learned how to use the 

power that presmded partlcularly in the coal and somewhat In the 

waterfall, employlng i% In manufacture and in transportatlon. Of 

course, unless you employ that power in transportataon !t will not 

help you much In manufacturlng because you would not have the breadth 

of markets. However, slnce that tame that has been one of the great 

tracas the world has dlscovered It does not look llke a very bag 

trlck now. Every school boy knows at, doesn't he ~ That as the way 

wlth all of us - what we today hold as ±undamental truths even in the 

sclentlfac fleld wzll be to the school boy of the next generatlon and 

the generatlons afterward merely a radaculous fallacy that anybody 

ought to be able to see through. That as the klnd of world it is. 

I have worked a great deal an the fleld of productlon be- 

cause I am interested an productlon and the course of productlon. 

That is the secret of economac power. However, that does not mean I 

study nothlng else. I am a value theorlst - you cannot understand 

half the words I say and the other half do not mean anythlng unless 

you know the flrst half. That Is the way I make my l!v!ng. I am 

not l~/(e the troubadours of old who sang for the plessure of sangang, 

but In valuatlon I am a real expert. I ~ust ilnlshed a tax case for 

the Government. I work for them sometlmes, too, but most of the 

tlme I work for the tsx payer - he pays better for one thlng. I am 

devoted to research and banklng and credlt. I am, in that iaeld, the 

Chaarman of the Socaal Sc!ence Research Committee on Banklng and Credlt. 
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We have two pleces of research golng now and are organlzlng another. 

So, it isn't that I am an englneer, although they are good men. 

In economlcs, as In productlon, you have to ask about 

every one ol these Instltutlons - what effect it will have upon 

productlon, and you will watch, as I say, these natlons as they shlft, 

and ask yourself whlch of these natlons are golng to grow in the 

future. If you will go over the flgures, as I have, for the Unlted 

States and follow them through from 1860 or 70, you will flnd that 

the output of manufactured goods measured in physical quant!tles does 

not vary wlth the number of people worklng in manufactures. The 

number of people working in manufactures in 1930 was no greater than 

the number that worked In manufactures in 1920, but the output was 

forty per cent greater. I will tell you what It does vary with, it 

varies exactly wlth the amount of energy they use. Take the amount 

of power that is available in manufacturlng use, and the index o± 

industrlal product!on just follows rlght along w!th that. In all 

thls buslness of inventlon, an Increase in efflclen~j is slmply de- 

vlslng a machlne whlch enables the men to use four horsepower rlght 

along and convert the oI1 into productlon where before he used only 

three or two one-half horsepower That Is what the whole buslness is 

about. England found that Instead of grubblng your way wlth manufac- 

tures you better go to work and develop your ski11 in that fleld, and 

she, of course, was a strlct monopol!st In the whole matter, as you 

all know, belng men skilled In technlque. Even as late as 1810 when 

Robert Fulton built hls flrst steamboat, he had to get a l~_cense to 
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export steam eng!nes out of England. You could not export steam 

englnes out of England, not by a jug full. They were skilled in 

that productlon and they would not export the englnes out for men 

to copy as we do today. (Is there a naval man here who is wllllng 

to confess the perfldy ~) All of these machines they kept to themselves, 

and they grew wealthy. For one hundred and flfty years they outran 

all the nat~_ons in the world in thelr growth of wealth because they 

had learned these arts of the Industrlal revolutlon and were developlng 

them rapldly. Just as long as England led the world in that develop- 

ment, just that long England was the leadlng nat~on of the world on 

the slde of flnance and economlcs and capltal accumulat!on, and then 

she no longer led the world after 1810 - posslbly before that Germany 

had caught up wlth and surpassed her - and from that day on England 

fell behlnd and she remalned behlnd as an economic natlon. However, 

in the matter of manufacture she had lixed it so others could not 

copy her, and she could trade her manufactured products i or food. I 

have not put England on the llst because she is an except!on. She 

does not flt into thls pattern, or d~d not in the past, because she 

dld not pretend to ralse her own food - she obtalned it mostly by 

tradlng. England today wlth thlrty per cent of her labor, not more 

than thlrty-flve per cent, gets the food she needs by tradln E manufac- 

tured products for It, because she gets the benefzt of her efflclency 

in manufacturlng. 

What can we expect of Japan in the matter of food productlon, 

even though she has Manchukuo~ Japan is trying to get more abundant 
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food productlon wlth a very small increase in the number of her 

people that produce food. 

I am not saylng that farmers are the feundatlon of all our 

economlc progress. The farmers do not do it themselves entlrely or 

even to great extent, the research people over here in the Department 

of Agrlculture are of great ass!stance. Let me say in passlng that 

our own Department of Agrlculture as an inst~tution that challenges 

comparlson the world over and wlthout any posslblllty at sll of 

successful challenge. That organlzatzon as a marvel, In many ways, 

of our clvlllzat!on. I used to hear a great desl about the efflclency 

of Germany and the research done in Germany, then I went over there 

a dozen years ago and learned that our own Department of Agrlculture 

does more research than all the rest of the countrles in the world 

put together. They are a marvelous organlzatlon. Of course, in such 

a country as England where you have a very efflclent servlce standards 

prevail, as they do in the Army and Navy - the men must be tralned men 

or they are a nulsance entlrely. And those are the people, I suppose, 

really that are at the bottom of thls very great efflc~ency of ours 

in the f~eld of agrlculture. 

With a country such as the Unlted States, if the th!ng is 

involved at all and there as need to expend a lot of money for publlc 

purpose, say for national defense, it is perfectly obvlous that our 

capacltles are tremendous as agalnst all these other couutrles. 

Thls dlfference in the number of people that are freed ior 

ether work in the industrlal and professlonal flelds as your efflc~ency 
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an food productlon Increases iS not the only difference between 

these natlons. Those flgures call for smother plece of anterpreta- 

tlon that Is qulte as important as that f~rst, and that flrst as 

very important. 

I ao not know what the percentage of Chlna would be. 

Probsbly nlnety or nlnety-two per cent of her populatlon Is engaged 

an food production. There is obvlously a very great d!fference in 

the efflclency of the farmers, isn't there~ These 22 fam111es on 

the land feed a hundred famll!es, these 45 feed a hundred, these 38 

feed a hundred, and these 65 feed a hundred, etco The output of 

those groups is the same, but not the output per person. It Is per- 

fectly clear that one Ameracan farmer must produce three tlmes as much 

as one Ital~an farmer, isn't it ~ Three tlmes 22 Is 66 - It takes 66 

Itallan people to feed the same number of persons, a hundred, that 22 

Amerlcan farmers feed. Russla has somewhere around elghty per cent 

of her populatlon on farms and the Unlted States undoubtedly has sbout 

twenty per cent. That means that an Amerlcan farmer will ralse as 

much food as how many Russlans ~ Four So it is perfectly clear that 

the Amerlcan farmer iS four tlmes as efflclent as the Russlan~ three 

tlmes as eff~clent as the Itallan~ twlce as efflclent as the Frenchman, 

and one and three-fourths t~mes as efflclent as the German. I do 

not mean he works harder - he doesn't. He does not work as many hours 

as they do but he works wlth better method, better machlnery, and 

more of it, and of course more power, anlmal power when he Is uslng 

horses or mules and tractors when he is uslng mechanlcal power. He 
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uses decldedly better plants as a rule. Our plant breed~ug depart- 

ments here have been very actlve. In the f!eld of dalrylng (milk 

and butter) he uses much more efflclent cows than the French or the 

Germans or any of these natlons, wlth the posslble exceptlon of 

Swltzerland and a small hand zull in Holland and Denmark that may be 

as efflclent as ours. Whenever Europe wants to learn how to improve 

her method in agrlculture she comes to the Unlted States. That is 

the story - we are many tlmes as efflclent. 

In my own studles of these other countrles- Germany and 

France (I was there slx d!fferent tlmes and spent a third of my 

tlme from 1925 to 1930 there) I became greatly interested in thls 

questlon of relatlve efflclency. 

It must be as obvzous as the nose on a man's face that the 

hope for peace in the world and the hope ±or peace in th!s country 

depends upon understandlng between the Engl!sh-speaklng nat!ons. I 

do not suppose anybody in thls country of any zntellzgence doubts 

that any more - however, we do have just enough Irlshmen among us who 

still feel that the Engllsh have to be watched, but the Irlsh are 

allowed to be Irlsh of course. 

Let's talk about England for a mlnute on thls matter of 

efflclency outslde of agriculture. I have friends that have manufac- 

tured electrlcal devlces, swltches, automatzc telephones, etc., in 

Liverpool for a great many years now, for seventeen years at least, 

and they pay just half the wages per hour in Liverpool that we pay 

in Chlcs~o. We pay elghty cents an hour Lu Chlcago and in Lzverpool 
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they pay forty cents an hour, or the equlvalent. Of course they buy 

the raw materlals (copper and others) upon the markets of the world. 

When thelr product Is flnlshed, despite the fact that they pay ~ust 

half the wage there that we pay here, the cost is 3ust a llttle 

h~gher in Liverpool than It Is ~n Chlcago When they flrst ran up 

agalnst that fact they were astounded. Some of their men are very 

able. The executlve head of the company over here is one of the very 

ablest men that I have ever known wlthout any exceptlon whatever. He 

went over there hlmself; l~ved and worked there for nlne years, from 

1920 to 1929, and they Improved the efflclency of the factory some, 

but it Is practlcally Imposslble to get it up to our standard. 

In Germany you will flnd that it takes, roughly speaklng, 

two men to turn out what one man will turn out in a factory here. 

There may be some partlcular llne in chemlstry, etc., where that 

would not be true, but by and large that is what it comes to. In 

192~ the Dawes plan went into effect - you remember that. Germany 

thought that now she was f~xed for a great development. She was paylng 

at that t~me forty marks a week (ten dollars) in wages; we here in 

our automobile factorles were paylng somewhere around twenty-flve 

dollars a week. Labor was hlghly skilled; she was able to get credlt 

over here so she could buy raw materlals: rubber and copper and the 

alloys, etc.; many of these thlngs she manufactured herself, and it 

seemed to the Germans pretty clear (they were paylng ten dollars a 

week and we were paylng twenty-flve dollars) that she could beat us out 

in the markets of the world. We felt so, too, and compla!ned about it. 
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Imaglue her surprise when she found that at ten dollars a week labor 

she could not build an automobile as cheaply as we could at twenty- 

f~ve dollars a week labor, and one manufacturer there sald: "Your 

automobiles not only are cheaper than ours but they are so much better." 

The second part of that is understandable on the ground that we turn 

out great quantltles and can spend enormous amounts of money on pre- 

clslon instruments, etc. That is a fact; there Is no argument about it. 

I remember one day LU 1930 I was golug through the Otls 

Elevator Factory in Berl!n wlth the Amerlcan who Is in charge of all 

the European factorles. They have a plant in Berl!n and one in Parls. 

It was a beautlful factory, beaut!ful work, orderly workmen, the alsles 

orderly, everythlng prlm, as it always ~s in the German factory. As 

we came out, he sald: "I wlsh we could step rlght through here into 

the French factory in Parls and you could see the dlfference in the 

temperament of the two. '~ I asked h!m what he meant and he sald: "Well, 

for example, the quallty of the work, the orderllness wlth whlch it goes 

on, the state in whlch the alsles are kept, etco" He sald that the 

Germans are much more satlsfactory than the French. I sald: "Why do 

you manufacture in France then ~'' "Well," he sald, "manufacture is 

just as cheap there as here - wages are so much lower." That is news 

to most people In Amerlca. Probably it Is not news to you people, you 

know that fleld, but nlne out of fourteen Amerlcans would be greatly 

surprlsed to learn that German wages are hlgher than French wages. 

German real wages were in those days of llberallsm over there hlghest 
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of a~y country in Europe. The Frenchman is not as efflclent a workman - 

It takes two and one-half Frenchmen to do what one Amerlcan does. In 

the coal mlnes it takes three Itallans and four Russlans to turn out 

the same product exactly as one Amerlcan turns out at the present moment. 

You see, the difference zs the great number of people available for 

industry to make all the thlngs you need for defense. Of course, there 

are some people !n thls f~gure who are not working, older people who 

have retlred and younger people who are in school. We have more of 

those than other countrles have because our people go to work later and 

retire earl!er as workmen. Also, there is not only that difference 

but if you take whatever people there are in industry (these (Indlcatlng 

flgure on blackboard) are not all in industry, you understand, a great 

many of them are in dlstrlbutlon and a great many, of course, are in 

the professlonal flelds) the ratlos will be much in that order, and if 

you multlply thls one by a hundred; thls very next one won't be over 

forty or forty-flve, thzs slxty-two you would multlply by flfty, thls one 

by thlrty, thls next one by twenty-flve, and thls one perhaps by thlrty, 

or whatever It Is in Japan It is In that way, as I see it, that you 

can best attack thls problem of comparlng the economzc efflclency, and 

the economlc power of the dlfferent natlons. 

In closlng, I want to say ~ust a word concernlng a phase that 

you will be wondering about and probably want to brlng up in the 

questlon hour: A great many of you thlnk I am runnlng down these other 

countrlesunduly - I do not mean to run them down at all. I could 

stand here and lecture the rest of the day about the excellencles of 
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the cultures of these varlous countrles and what they have contrlbuted, 

and we zn the Unlted States do not forget for one moment that we stand 

in the stralght llne of inher!tance of European culture Our industrial 

revolutlon, our whole industrlal structure, is the loglcal development 

to Its full so far of ~he Engllsh and the Brltlsh industrlal revolutlon; 

other thlngs In agrlculture we got from Germany and still other thlngs 

from France I am not passlng upon the relative excellencles of the 

cultures of these countrles, I am not saylng even that thls partlcular 

system we have here where we lay as much stress as we do on econom!cs 

Is the best one, we may have gone too far, but we are not d~scusslug 

that thls mornlng. You may say: "Well, after all, it was easy for us 

to do it because our greater efflclency depends upon our greater 

natural resources." It does not, except in small part. Perhaps we 

mlght be twenty per cent more efflclent than they are on account of the 

natural resources. They can all buy natural resources just as easily 

as we can; the raw materlals are not the thlngs that, usually speaklng, 

sre hlgh. Furthermore, in the Unlted States of Amerlca we were not 

always at the polnt where we fed ourselves wlth twenty-two per cent 

of the labor of the people. In 1880, or the year in whlch I was born, 

1876, half of our people were on the land engaged in feedlng us and 

ra!slng cotton for us, and we were not as well fed as we are today, 

we dld not have as great a dlverslty. From 1880 on to thls day we 

have come from the point where there were f!fty people here and flfty 

there (indlcatlng percentages on blackboard) to the polnt where there 

are twenty here and eighty there, so you see there is a great deal 



more to It than ~ust the natural resources. Of course, there was an 

advantage In natural resources in thls country snd a great advantage 

In agrlculture. Our agrlculture was always much more efflclent than 

the Brltlsh. My grandfather had twelve acres of land in 1846, he came 

over here and bought elghty acres out in Mlchlgan. Obvlously, you 

could scarcely afford to keep one horse on twelve acres unless you 

could work for your nelghbors because you could not afford to devote 

the product of that land to keep the horses, the human belngs had to 

have the fooa. But, you could have two or four horses on elghty 

acres - plenty of land to feed the populatlon and leave food over 

for the work anlmals. So every farmer had at hls assls~ance not only 

hls own muscular effort but that of one or two or four horses on 

elghty acres. That was, of course, an advantage. But even wlth all 

that, by 1880 they had only gotten up to the po!nt where half of the 

people could feed the populatlon. From that tlme unt!l the present 

we have gotten to where somethlng llke twenty per cent of the 

people can feed the populatlon. It iS rather in the progress of 

technologlcal change that we have had over here, and, of course, 

Germany is ahead of Italy for the same reason. Germany has somewhat 

better natural resources - yet not as good as France and Germany ~s 

ahead of France In techn!cal efflclency. Russla certalr~ly has an 

abundsnce of resources but has no competence on the technlcal slde. 

She hasn't the machlnes or the energy wlth whlch to drlve them, and 

she has not the labor wlth whlch to operste the mach!nes if she dld 

have them. In forty years the Russlsns will probably build up, traln, 
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and educate a mechanlcal-mlnded populatlon That is what we have 

done here, and there, I th~nk~ is the secret of our success. 

As long as Brltaln led the world mn ~nventlon, in !mprovement 

and power of machlnery, she grew rlch faster than anybody else. I 

thank one of the most curaous phenomenons of history is thls one- The 

industrmal revolutlon in England started about 1750 -'40 to '50 and 

'60 - and that made England rlch, as I see it. At the same tlme exactly 

England greatly expanded her emplre Remember that in school hlstory 

you learned about the French and Indlan war S As I remember it, that 

came to a close, was settled by treaty in 1763, and as a result of 

that treaty England got Canada. England also got control of terrltory 

in Inaaa. Indla as a very large part of th~s great body of the 

Bratlsh Emplre. The dramatac part that we learned in school is that 

the sun never sets on the Bratlsh Empare Thls great expanse of 

colonles happened just about the same tlme she got thls trick of 

industrlal method. I have argued myself hoarse wlth the Germans (I 

speak German fluently - I learned it here an the communlty and slso 

went to the Unlvers~ty to study German as well as economlcs) about 

thelr need for colonles, that they have to have raw matermals - good 

Lord, wlth all the raw materlal countrmes in the world and every raw 

materlal producer of lumber and coal and oi1, etc. saylng he is loslng 

money, you can buy it~ I know of only one argument that ever got 

under thelr hlde and thls one really dad I got sad when they began 

talklng, shook my head and sa!d: "Here I am from Amerlca, flrst of 

our family, eightyyears slnce we went away, and what do I flnd S I 
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flnd the Germans szmply aplng England." That makes a German mad 

qulcker than anythlng else. They !maglne England dld it by colonles 

so they have got to have colonmes. I will make you an assertlon here 

thls mornlng: I do not belleve that the whole Brltlsh Colonlal 

Emplre in the last thlrty years has been worth one cent to Great 

Brltaln. I wlsh somebody would make a study of that. I am wllllng 

to meet all comers and defend that assertlon. It is a great llluslon. 

I can glve you ~ust one fact. How many whlte men are there In the 

Brltlsh Emp!re 9 Seventy mllllon stretches it until it cracks. If 

you talk to an Engllshman he will tell you that. There are forty- 

flve mlll~on in Great Brltaln and Ireland; eleven mllllon in Canada; 

Australla has about slx mllllon; in South Afr!oa and that crowd you 

might collect another two or three mllllon - total slxty--flve million, 

and that Is all there are. What do all the rest of those people 

produce? Enough for a bare subsistence. If you put them down on this 

llst their percentage would be approximately nlnety, their efficiency 

would be one-slxth or one-seventh what ours is° They add nothing to 

the wealth of the nation. The accident of the colonial empire belng 

expanded at the same tame the industrial revolutlon came, I thank has 

done more to confuse the minds of the world than almost anythlng else. 

It aS a good confusion to get rid of. 

The situation today is slmply thls. The place whlch Britain 

once occupled as havlng the leadershlp In flndlng new ways to do things, 

flndlng new ways to increase productlon~ flndlng ways to make an hour's 

work turn out twice as much product and less arduously, that place of 
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leadershlp passed to the Unmted States some tlme around the turn of 

thls century We have it now and the rest of the natlons of the world 

are patternmng after us - even England in some measure, Germany mn 

conslderable measure all durmng the '20's, and Russla perfectly open 

and wlthout any questlon at all. 

I hope that you men will take the suggestlon of thls method 

for whatever it may be worth and will use mr, because mt is one of 

the most lnterestlng phases of economlc study and analysms that I have 

run on to mn the course of some thmrtyyears of profess!onal llfe mn 

the fmeld of economcs. Thank you. 

ooooo0ooooo 

Q. I would like to ask two questlons. One ms- When w111 

the transfer from the land to industry stop in the Unlted States, If 

any predlctlon ms possmble 9 What ms the llmlt to that balance ~ 

A Of course nobody knows We cannot go so terrlbly much 

further - the flgure is twenty per cent now For the moment I thlnk 

we are face to face wlth some shlft toward the land, not perhaps so 

much for actual farmlng as for llvmng. If you are one of these people 

who are frlghtened about lnflatmon, perhaps you wmll buy yourself a 

place twelve or flfteenm!les out from town. All the land around 

Washmngton w!ll double in twelve or flfteen years, around all cltmes. 

With the automobmle and the new means of transportatlon mt has become 
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posslble to llve on the land wlth much more comfort I thank we will 

see immedaately ahead of us some slackenlng an that shaft, but how 

far at w!ll go an agraculture no one knows, perhaps to fafteen or 

twelve per cent. 

Q. The other questlon is thls: As thls seventy-eaght per 

cent grows larger, what will be the fanal effect as our cavalazataon 

gets more compl!cated9 I am thlnklng now of such problems as labor 

and the tharty-fave hour week. What will the workman do wlth the 

rest of has tlme 9 The theorasts have glven ham baseball faelds, etc., 

but what wall he do wath all that spare tame and what wall be the 

effect of those condataons in possably throwang people back to the 

l~nd? 

A. I hope he uses some of the tame to thlnk a lattle - that 

wall help some. 

Q. That as a hope, of course. 

A. I thank at may be more than a vaan hope. I thlnk we are 

comlng to the margan. You see, we have no more people on land today 

than we had an 1900, some tharty-two mallaon, in spate of the fact 

that we have added saxty mallion people to the populataon. In thas 

matter of shorter~ng the week to tharty hours, that was talked about 

up to the tlme that thls ball, whlchwlll be sent up today, came up. 

What do you have there that the laborer has to face 9 He does not 

know at but he as now havang hls eyes kept on the thlrtyhours a week 

rather than on the real thlng he wants, and that as an ancreased 
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standard of llv~ug and more goods. There are elght or nlne mill!on 

people worklng In factorles and some thlrteen mllllon work!ng In the 

mechanlcal industry - some person came along, looked thzs th!ng over~ 

and sald: "How many of these fellows belong to the un~on?" 

"A mllllon and a half." 

"What 9 Do you mean these other ten mllllon nobody Is collectlng any- 

thlng off from them for dues?" 

I 

Now that Is a perfectly legltlmate occupatlon, but not many of us can 

be in it. Leaving aslde that pleasantry, let me come back to the 

economlst agaln. You know I was thlnklng of that thlng thls mornlng. 

I oftentLmes thlnk of it. I have occaslonally done a plece of research 

for industry, and I enjoy it The reason I am not in it is because 

I do not llke to put my feet under a desk every mornlng, especlally 

another man's desk. I would much rather be a free lance as long as I 

can make a llvlng. Take the automobzle industry - if they get thelr 

wages up, as they probably will, to th~rty-slx dollars a week, that 

will be a hlghwage, have to have nlnety cents an hour and a forty 

hour week at that practlcally, whlch means eighteen hundred dollars 

a year, and we talk about how hlgh that is. It Is one of the h~ghest 

wage scales pald. If you work flfty weeks a year, th!rty-slx hours, 

you make elghteen hundred dollars. Then just ask yourself how in 

the world people llve on elghteen hundred and false a famly of four 

children and educate them, too? I just do not see how they do it any 

more. That does not mean I have never llved on elghteen hundred dollars 

a year. I have. I started to teach at nlne hundred a year in the 
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Universlty, and I had a wlfe ~nd children. Before that I was on the 

farm, and through the depresslon of the '90's I taught s~lool at 

twenty-flve dollars a month - that was elght hundred dollars a year. 

However, the workman may want more goods at home, a better house, 

a refragerator, and everybody draves a car nowadays, even if he as 

on relaef. 

A colored man the ether day who had been sentenced to prlson 

appealed to the court; sald h!s fam!ly, he thought, needed ham. He 

had a family, wlfe and four children. The ~udge asked ham what ~ob 

he had. He was on relaef. "You were arrested whale belng antoxlcated 

for drlvang whose car?" 

"~ne." 

"How long have you been on relaef?" 

"Two years." 

Then the ~udge sald: "I do not thlnkyour fam!ly would mlss you much." 

It is radaculous. You could wrlte a book and you would not tell as 

much about a cavlllzatlon as that tells. You can only do at, of course, 

by these fagures raght here (indlcatlng tabulataon on blackboard). 

Every nataon mlght have a great many employed. 

At any rate, somewhere In here the laborer as going to make 

hls choace formally and conscaously as to whether he wants more lelsure 

or more thangs, and belaeve me has famalywall help hlm make it, too, 

there as no questaon about that. Thas as the problem. It was no 

problem when the day was twelve hours and the week was seventy hours 

and at was not a problem when at was saxtyhours, but when you get 

down to forty hours, or under, I suppose that somewhere an there must 
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come the line, and from then on I should guess that increased efflclency 

will mean an Increase in the volume of goods they en~oy. It is a 

questlon when they are golng to see that thlng clearly, but when they 

do see it clearly they will not want to shorten thelr hours any more 

but they will want more thlngs, and they will get them. The dlfflculty 

that lles in the way today is that praces tend to rlse, although I 

thlnk that as much over done. After all, from 123 to '29 there was 

no rase an commodaty prlces. Commodlty prlces in '29 were a good 

deal lower than in t23 or '25 and were on the way down then. However, 

we will probably get ancreased wages and stable praces for the same 

number of hours and that as what I th~nk the great mass of laborers 

want. At present we are caught In a great soclal, polltlcal movement, 

and we wall have to run through that before we see what happens. 

Q. The productlon of the prlme necess!taes of llfe has an- 

creased in efflciency, thus releaslng more men to do thlngs for the 

producers - build tractors for hlm, build roads for hlm, etc. In 

the Unlted States twenty-two per cent of the people are engaged an 

farmlng - is the prosperaty of the natlon dependent upon the farms 9 

A. Dependent upon the efflclency of the farm. At one tlme 

I was the Presldent of the oldest agrlcultural college in the United 

States. They have a good football team, too, now. I had an army of 

my own when I was out there, so to speak. However, now that you 

have brought the thought up, (I never have been !n pol~tlcs and never 

will be, I hope) it seems to me that the people In polltlcs do an 

awfully poor job maklng an argument for doang somethlng for the 
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farmer. Our farmers are the most eff~clent farmers on the face of 

the earth. Of course, the Canadlans are just as good as we are In 

efflclency, and I suppose the Australlans are, aren't they? - they 

must be very efflclent farmers - and the New Zealanders, but aslde 

from those our farmers are far ahead of the rest of the world. If 

I were golng to try to get flve or slx hundred m1111on dollars out 

of Congress to do somethlng for the farmer wlth I would not go into 

thls price parlty buslness, ~hlch you cannot prove anyway. What they 

forget is that, as you say, the efflclency of our farmers makes pos- 

slble thls other. That is the way to put it - it isntt thelr prosperlty. 

Havlng shown that they are as efflclent as they are, good Lordl they 

certalnly have the rlght to be prosperous, haven't they ~ If you do 

not reward efflclency in the country, then the whole theory of our 

industry and government falls apart, doesn't ~t ~ That efflclency 

should be rewarded, and what I would say is thls: "Why, gentlemen, 

take the flgures for 1900. Dlvlde seventy-f!ve mllllon into thlrty 

m~lllon and you have forty per cent of the people on the farms in the 

Unlted States of Amerlca in 1900. If the same percentage of the 

populatlon llved on the farms today as llved there in 1900, thlrty- 

seven years ago, there would be seventeen m~lllon workers on the farms 

instead of ten or eleven - slx to seven m1111on people have been freed 

for that seventy-eight per cent group. Where are they~ In the auto- 

mobile industry - produc!ng the raw materlals, building the automobiles, 

bulldlng the roads, produclng the gasollne and the oi1, runnlng the 

garages and the service statlons, etc. The entlre automobile industry 
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is completely produced and manned by the people that agrlculture has 

free~ by its increaslng efflciency. The automobile industry is one 

of the dlv~de~s of progress. It does not cost us one hour of ad- 

d!tlonal work. We work fewer hours, off and on the farm, than we 

dld in 1900. With all the servlce it renders, that is the dlv!~e~d 

of progress What does it amount to~ Ninety bllllon dollars, or 

somethlng llke that. That Is what we spend on automobile trans- 

portatlon in thls country - roads, maantenance, and evervthang. 

I am askang for smx cents on the dollar of what we farmers have glven 

to the rest of you. Are we goang to get at, or aren't we golng to 

get at~ If anybody here reglsters the slx cents, for God's sake 

let hmm stsnd up and say so!" There as just no answer at all. What 

rlght has the farmer to have at? Well, you can have a lot of argu- 

ments. Thls as the fundamental one that you would use. If you want 

to go anto polatacs you are perfectly free to have all thls. From 

the improvement mn our modern industrlal soclety, electrlcmty ~nd a 

lot of these thlngs are partlcularly to the benefmt of the people In 

the towns, they can get at them cheaply. It costs a lot of money 

to build a llne to take electrlcatv two mmles out - expenslve buslness 

renderang electrac servlce to the farmer~ telephone servlce also, 

if you glve hlm the slngle lane servace the towns have. Not a fourth 

of the farms in the Unlted States (I do not thlnk twenty per cent of 

them) are actually located on hard surfaced roads, and educataon has 

been woefully deflcaent untll recently, ms still deflclent enough. 

The farmer ms not close enough to get throngs to hmm easily; the farmers 
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l!ve scattered. All you want is slx per cent of what has been 

produced by the people that the farmer has freed to do these thlngs 

for h~m. Whst those economlsts were dolng who were advlslng Landon 

last fall I do not know. They were a bunch of fellows who fell short 

of thelr opportunity, to put It mildly° There is the llne of argument. 

That Is sound, and that is what you have in mlnd, I thlnk. I am sure 

you understand the plcture. 

Q. I want to ask you If the extent of our terrltory as 

well as the fertll!ty of the soll does not have a good deal to do 

wlth those flgures as compared wlth the other countrles 9 We had so 

much more land to start w~th and fertlllty besides, that one man could 

produce so much more and he improved it. 

A. But nevertheless it took llfty per cent of the populatlon 

to feed us no longer ago than the year I was born. You would still 

have thst to explaln. We always did have an advantage. ~y grandfather 

could have elghty acres here and only twelve in Germany. Oh yes, 

it has had some effect, especlally in the stlmulus of interest in 

labor-savlng machlnery. We had enough land so that we could sdford 

to feed the horses, mules, and oxen, and augment the muscular power 

of the farmer w~th the power of these an!mals. Have any of you ever 

gone through Italy in the spring9 I went through Florence, through 

Venlce, and then over to Milan ~n ~ebruary of 1926, and there I saw 

men, seven or elght ol them all in a row, spadlng in the fleld, as 

your grand±ather spaded the garden. An abundance of land enables you 

to get rld of that r~ght away because you can ralse enough for all 
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the people and the horses in addltlon and so you augment the muscular 

power of the farmer, whlch is the motlve power. 

Q. My understand!ng is that about ten years ago the popu- 

latlon in Japan was around two thousand per square m11e~ that it Is 

somewhat over slx hundred per square mile now - it has been reduced° 

In Germany and Italy it is somewhat over four hundred per square 

mlle. Will imperlalzstlc expanslon, terrltorlal expanslon, of the 

countrles have much bearlng on the proportional relatlonshlp you 

have there on the board ~ 

A. I do not know what bearing It w~ll have In Japan. I 

do not know how successful they will be in thelr new terrltoryo I 

doubt very much whether there is very much terrltory that is worth 

expandzng into for most of us. Where Is Germany or Italy going to 

expand to9 Of course if you could get Into Brazll- but Brazll Is 

now a natlon wlth Its own ideals. My oplnion is that a country would 

want to get as much terrltory as posslble zn South America because 

zn years to come I believe that will be one of the prlnclpal contlnents 

that w!ll furnlsh raw materlals to the European natlons. But that 

isn't the only thlng - it is the dlfference in method largely. Un- 

doubtedly they will copy our method in Russ!a, and in the course of 

another slxty or seventy years they will be where we are now. How- 

ever, by that tlme we will have moved on, we do not stand still. 

If you had an abundance of good fertile land that could be tapped, 

it would make a dzfference, of course. Probably the great dlfference 
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will come from the appl!catlon of new types of fertilizer to the land. 

I don't know whether or not you have read Huxley's (the Blologlst) 

works. When you hear those fellows talk as to what we mlght do wlth 

new types of fert~l!zer and bacteriology wlth the land, it sounds as 

though we do not need half the land we now have. 

Q. As I take it, you dlscounted a great deal our natural 

resources and accounted lot this tremendous increase ~n our power 

through technlcal developments. I wonder how you would account for 

that $ In other words, we breathe the same air that people In other 

temperate climes breathe - have we imported from Europe the best 

bralns 9 are we now creatlng through our technical schools better 

bralns than Europe is producing? It takes bralns, as I see It, to 

produce efflclency. How would you account for thls apparent greater 

efflclency that we have than such a natlon as Germany has today? 

A. That as a real problem, a dlfflcult one. I have some 

German frlends who have been over here and studled ~rom time to time, 

and one oi them sald a thlng one day that I thought had some llfe in 

it: ,'Well, for one thing, you have never had a feudal system". I 

have talked wlth Amerlcan manufacturers of preclsion instruments - the 

Germans get out very good ones. I asked one mannfacturer why he did 

not manufacture over there, and he sald: "Well, it is more than wages. 

There is a good deal an the psychology of the laborer." The German 

workman will not get out the product for some reason or other. An 

Amerlcan w!ll make up hls mlnd as to where he is going to set it and 



go ahead - he will make a mlstake now and then - but the Germans 

will not do that. They fuss and luss over that thlng, whlch goes 

back to the feudal system buslness. The employer Is to the German 

worker much more of an overlord. Of course, that does not explaln 

it all. Those go for accldent. Why dld England, for example, 

stumble onto the industrlal revolutlon, the appllcation of power to 

the problems of productlon ~ I do not know why they dld but they dld, 

and we must not 1orget for a moment that what we are dolng over here 

is all in the stralght Izne of contlnuation of what the Engl!sh dldo 

If you want to flatter an Engl!shman, say to hlm what I sald to one 

once, who was from the F~nanclal News Edltorlal Staff "Well, your 

Engllsh salvation is probably stubbornness. You do not pattern 

after somebody else." The German and Jap does that to rldlculous 

lengths. Concernlng the shlp they cop!ed, the Scotch shafted the 

sense of gravity, and how many tons of cement dld they have to put 

in to keep it stralght up at all 9 The Bntlsh do not do that, the 

Brltlsh are much more susplclous. I said- I am wonderlng if you 

people in Brltaln aren't golng to be able to hold out and watch thls 

thlng critically long enough so that in your next advance you w111 

~ump over thls advances We are probably only at a stage In the 

advance - people have thought at var!ous times back for a hundred 

years that they were on the culmlnatlon of it. The Brltlsh may jump 

rlght over It and feed themselves off the Brltlsh Isles. That is a 

speculatlon, I do not know. I was a unlverslty professor for a great 

many years and if I got to talklng about it at all I would completely 
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overestlmate the facts of teachlng. I would say th!s much was true, 

however - that we dld not import the bralns from Brlta!n. The people 

who came away from Europe, as my grandparents dld, had some inltlatlve, 

that Is sure, and when they got over here they were "on thelr own". 

Of course, they had, as the Colonel has sald, an Immense wealth o± 

natural resources to be explolted, and it was for a good while almost 

every man's opportunity by ~ust golng into it, and 1or people wlth a 

lot of !nitlatlve It meant progress We may not always lead. One 

of these countrles may ~ump over thls stage of advance. 

Q. One thlng that has puzzled me qulte a llttle blt is that 

we have, strlctly speaklng, englneerlng and ingentL~ty in thls country 

whlch has invented and is constantly creating new machlnes, and there 

is a wllllngness to scrap the old machlne and use the new machlne, 

mostly a slngle purpose machLne, wh!ch has carraed us forward by leaps 

and bounds and made a glgantlc structure of mass productaon in thls 

country. There is nothlng lake at ar~where else In the world, nothang 

that even approaches it, and the psychological effect of it all on 

the man has been to tell hlm that at forty he is passang out of the 

plcture. I wonder what thought the economast has glven to the effect 

being told you are old at forty or i orty-flve is golng to have 9 

Is It golng to slow the process, or are we golng to take care of them 

in some other way? Is that a fair questlon slr 9 

A. I do not belleve we have told them they are old st forty 

or forty-flve, and I have not been able to flnd the proof at all that 

in industry the men are dlscar~ed at forty. It isn't true an the 
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automobale industry. Speaklng of the Henderson Report, I went over 

that carefully and studled it, and that as not true. I am no man to 

ask that questaon because I am slxty, you know - some past forty- 

fave. Undoubtedly a nataon as well-to-do as ours will see from here 

on an ancreasang number of people going ~nto retirement at an earlaer 

age. The thang that spoaled it for a great many of us was the 

depresslon. If we get one of these major depresslons every sLx or 

seven years it spoils our plans, Just as the war spoiled It for a 

great many Frenchmen The war gave great re~uvenataon to the French- 

men, put a lot of them to work - men who were spendzng the family 

ancome lake gentlemen had to go into Industry. I thlnk that It is not 

undeslrable that the people should retlre perhaps earller than we 

have thought, but I ~o not thank the Amerlcsn psychology tells a man 

he Is old at ±orty or forty-flve. Most men who are forty to forty- 

flve, who are on the executlve s!de, are golng pretty good, 3ust 

gettlng started - they are not vlce-presadents or chalrmen of the 

bosrd yet, the great mass of them. 

Q. I saw that in Massachusetts they are passlng a statute 

to require industry to absorb the overload that they turn loose. 

There seems to be an enormous number of men partlcularly when they 

reach flfty years of age that can no longer stand the llne an mass 

productaon industry and it has really created a hazard. Is the 

psychologlcal effect golng to retard progress ~ 

A. Yes, and no doubt of at. England Is sn example of that. 

The superlntendent of the company, about whlch I told you, that 
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manufactures telephones and other electrlcal apparatus, told me that 

they had thls experlence They have a machlne for wlndlng armatures, 

and they use the Brltlsh machlne even in thelr Amerlcan factorles 

because they like it better. Th%r equlp It, I belleve, wlth ball- 

bearlngs, brlng it into the factory at Chlcago, and the people there 

normally run it at seven thousand to seventy-f lye hundred revolutlons 

per mlnute. They have not been able to get the Brltlsh factory up 

to thlrty-flve hundred as yet. It Is ~ust nonsense to say they could 

do it. The superlntendent of the company asked an employee, he was 

thlrty-elght or forty years of age, If he could run the machlne 

flve or slx thousand revolutlons per mlnute. He sald. "I could run 

it lave thousand or slx- thousand, yes, I could now, but I am not sure 

that I would be able to do at at slxty or s!xty-fave - there are a 

good many men here of that age and if I ran at that fast they would 

be run out." ~any Industries, as far as I have seer~ are a great 

deal concerned wlth keeplng thelr old men. It as a real problem wlth 

them and they apply thelr mlnds to it much more than you would imaglne. 

Executlves are applying thelr mlnds more to these employee problems, 

and I thlnk it has come about wlth good effect Of course the ideal 

thlng is that probably a great many of the people In the factorles 

will have other thlngs they want to do after they are flfty or 

flfty-flve. After all, the French plece of advlce is still good - 

"The thLug to do Is to cultlvate s garden". In the flguratlve sense, 

that is what you can do. 

Q. Although you dld not touch on it d~rectly, I would hke 
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to ask what you th!nk the effect of the large gold reserve we have 

Is snd what would be the effect of the sudden w!thdrawal of the so- 

called "hot" money, that is, the so-called forelgn investments ~ 

A. I will answer the second questlon fzrst. There is not 

enough of that to amount to much of anythLug. We could send It out 

very qulckly. You see, we have eleven b!lllon, nlne hundred mllllon 

dollars of gold. (We had that amount last Frlday - It Is publlshed 

every Frlday mornlng.) I dare say that n~ne hundred mzlllon of that 

would take care of all the "hot" money, and if gold Is worth less 

to us, as people are saylng, It ought not to worry us to lose even a 

b1111on, nlne hundred m1111on. The amount of gold In the world now 

is a flgure that a hundred years ago was not envlsaged at all as 

wlthln the realms of posslblllty. Up to 1848 the average gold 

productlon had been less than flfteen million dollars a year in the 

whole world It ran up to seventy-five m!lllon In 1915, of the old 

dollars, and we sre now at a billlon, two hundred m1111on and are 

still going up You see, there is a lot of gold, so the "hot" money 

would not worry me at all. Concernang your flrst questlon s s to the 

great supply of gold- that is of no effect whatever because we have 

immunlzed It, go to speak, or sterlllzed it, as they say in the papers. 

They just doubled the requlrements of the reserves that the banks 

have to keep - they have ster111zed it in that way. The fact that 

we are gettlng it, whlch again some people thank must be a scheme 

that somebody is puttlng over on us, Is an evldence of nothlng ~t all 

except the I1nanclal soundness of Amerlca as compared w~_th all the 

- 41 - 



~ a , ~ r , ~ . ~ D ~ w ~ . ~ . ~ , ~ a ~ ' X ~ ' ~ w ~ ~  ~ W  e~'~w'~ ~-~ ~- ~ ~- 

J 7"/ 

rest of the world. We are gett~mg It because people want thelr money 

here and not elsewhere, insofar as It Is what they call "hot" money, 

money sent here for investment Ever s!nce the World War there has 

been a great fllght of capltal, removlng it from thls country where 

there was danger of revolutlon, etc. to other countries Swltzerland 

has had a lot of it, Holland, France; and Brltaln has had enormous 

quantltles of it. We are the people now to whom people are sendlng 

capltal. Nine months ago I sent a frlend of mlne, who was golng to 

Europe, to Switzerland to see one of the bankers and ask hlm what 

about the whole outlook there. He was the only man I knew who got 

thls thlng rlght !n 1930. He sent back word that what was happenlng 

in Europe, and especlally on the part of the Swlss bankers, was that 

they were not puttlng any money Into any European country nor leavlng 

any money in any European country that they could take out, wlth the 

exceptlon of some In Englsnd. There were only two countrles to whlch 

they had been sendlng money for some months previous to that - one 

was South Afrlca and one was the Unlted States, they were puttlng no 

more money Into South Afrlca for the reason that if England got !nto 

war, as they thought last September, there would be a black revolutlon 

down an Rodesla and they dld not want money in South Afrlca, so all 

the money that is bezng Invested by them (and they have to invest it 

outslde, you cannot invest much an Swltzerland) is belng invested in 

the Un!ted States and will be thus invested for the next two years, 

In h!s oplnlon, and he Is by far the shrewdest man I know~ 

Of course, we dld not get all thls gold by way of capltal 
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imports slnce '31, a good blt of it has come over to pay for goods. 

People have produced gold to send here and have taken goods i or it - 

cotton and wheat, etc. The talk about gold bec~ worthless; 

other natlons gettzng along without a gold standard, I do not bel!eve. 

You could have a standard if It were managed by perfect men, but 

standards are managed by parllaments, by people llke our Congress up 

here. Go up there, llsten to them, and see what they th~nk about 

money, and If you thlnk you can let them manage It; at the same tlme 

having the rlght to prlnt money and not have to dlg it out of the 

ground. I thlnk the world wall go back to gold and we will be 
/ 

recognlzed ior what we are (and here IS the secret o~ it) - the rlchest 

natlon on the face of the earth. If any one is going to hold twelve 

or ~ifteen bll!1ons ol aollars worth ol gold which is sterlle, does 

not reproduce itself, we are the only natlon that can afford to do It, 

surely. 

Colonel Jordan Why should we pay thirty-flve dollars for it 

when we can get it outslde for twenty-slx or twenty-seven dollars ~n 

the world market9 

A. We can not. 

Colonel Jordan: We can get It for less than we are paylng for it. 

A. No, we can not. The Brltlsh, you see, Colonel Jordan, 

are on the same standard practlcally. What happened was that we 

reduced the amount of gold. ~irst Bntaln went off the gold standard 

and she has not gone back. With the thlng stabll!zed we put a prlce 

upon gold In terms of about what it is now, and then we, an January 
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1934, havang then gotten the pound and the dollar into about the 

old four dollars and eaghty-slx cents or flve dollar relatlonshlp, 

fave dollars to a pound, stabllazed gold so as not to disturb the 

relatlonship, so It brlugs the same price in Brltaan as it does here 

exactly. 

Colonel Jordan My understandlng was that when the Presadent 

set thlrty-flve dollars for gold that at could be bought outslde Z'or 

about twenty-slx or twenty-seven dollars. O1 course that would brang 

the gold to thas country. 

A. Not in dollars - it could not, because in countraes out- 

slde we paad for at in the money ol those countries. What the 

Presldent sald and what they dad is thls Twenty-five and eight-tenths 

gralns of gold made a g old collar in the old days. That meant 11 you 

had an ounce oi gold, four 11undred and eaghty grains, you could take it 

to the mlnt or to the Treasury and they would glve you nlneteen or 

twenty uollars, whatever the amount was, 1or it. In pure gold that 

would be davzded by 23.22. If you ulvlde the number of gralns to 

make a collar into the number of gralns, that gives you twenty dollars 
13.7l 

and slxty-eaght cents. The Presadent sald- "Hereafter 15.21 grains 

of gold shall be colned into a dollar. ~' Dlvlde that into four hundred 

and elghty and you get tharty-flve dollars. However, today we do not 

allow an indlvldual man to take an ounce o± gold to the mlnt and get 

It colned. The Government wall buy it and have it colned; the Government 

does take the gold and issue agalnst it a gold certlflcate, which can be 

clrculated. You and I cannot own it - we will be put In 3all. You can 
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guess what I thlnk about that performance. At any rate, they glve It 

to the only people who have a rlght to hold it - the Federal Reserve 

banks, and the Federal Reserve has the account 1or It and glves me a 

check for thlrty-flve dollars. The Government coins that thlrty-flve 

dollars any tlme it wants to and It can issue a certlflcate agalnst 

it. We have reduced the standard to thirty-f lye aollars - the newspaper 

men dlscussed it in unfortunate terms. 

Q. I have just one question. I have read a good aeal of 

the analysls of the internatlonal dlfflcultles running along the llne 

of reasonlng that it is "the haves" versus "the have nots". If my 

analysls IS correct, you do not believe that ~ - the "have nots" belng 

Japan and German. By your analysls, you believe that thls "have not" 

theory is absolutely fallaclous 9 

A. I thlnk !t is true that that is what the row is about. 

I thlnk that Italy would llke some fertile land. One of the dlx- 

flcult~es under whlch Italy labors Is that she does not have an abundance 

of good land - that is one of her weaknesses. She would llke a lot 

of good land - South Afrlca or Some part oi Roman!a. Suppose Italy 

had Rom~la, she would do wonderfully well. That Is a great country 

although the people are not so much in the way oi efflclency Italy 

would llke to have Roman, s and she would be a good deal better olf if 

she had any such fertile land; they would 4o a good deal better than 

they are doLug now. I do not mean to say all th~s buslness is due 

to our greater efflc~ency, somethlug llke twenty per cent of it m!ght 

be ascrlbed to that but not much more than that. A very able bus!hess 



man in Germany wrote a book called "The Amerlcan Industrlal System". 

He !s wlth an electrlcal man~facturlng flrm in Europe. They have 

always talked about natural resources belng the secret oi large produc- 

tlon and even economlc power. He came over here, and he made up hls 

mlnd that not over twenty per cent of the dlfference of efflc!ency 

between thls country and Germany Is to be ascrlbed to our natural 

resources. With a country llke Italy it Is more than that because 

Italy has not very much lend and most of It is not very good. Some 

el !t is very good, ss you know the Po Valley is not excelled by any 

land anywhere in fert111ty, but by and large Italy has poor mineral 

facllltles. They want land, but it is a great illuslon t~at they have 

in thelr mlnds as to how much beneflt they will obtaln from it - I 

thlnk a very great llluslon. To that extent you interpreted me correctly. 

Colonel Jordan Doctor, I want to express our appreclatlon 

for your talk. We look ~orward to having you every year, and I thlnk 

you do more to help stralghten the clsss out than any one we have come 

here. Thank you very much, slr. 


