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Colonel Ki lH and g e n t l e a e n  o f  The Army I n d u s t r i a l  C o l l e g e  - 

I suppose you peop le  wonder why any one wants  to  hea r  an  

e c o n o s i s t  t a l k  a f t e r  a l l  t h a t  has  happened i n  t h e  l a s t  s i x  o r  seven  

years and all the things the economists have told you that were not 

true. I sometlmes wonder myself why people want to hear us talk. 

but they refill do. and in thinking it over and tryin~ to find am 

answer I always feel X ought to give a mature class llke this one 

sose Zlnd Qf reason why we appear a% all. I thought mysel~ of a ~tory 

I heard aose years ago that probabAy illustrates why the people want 

to hear an economist talk in spite of his shortcoming|. The story 

was told by a neighbor of mine. Coming home one night, four or five 

years ago, as he came up the hill toward his housep he maw a man 

out  on t he  lawnp ,hop down on h i s  h a ~ s  and knees ,  seeaed  to  be 

loo~ing  f o r  someth ing .  My f r i e n d  s topped  and ~ . i d  to  him8 "Did you 

l o s e  s o m e t h i n g ?  w 

wYes~ I l o s t  my watch, t 

"Maybe X can help you find it. t 

"I wish you would. I do not seem to be making any headway myself, u 

So they both got ~own on their hands and knees and pawed up the 

grass for quite a long ways around there, but they did not find the 
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watch. 

the worse for drink s so he sald: "Well, 

this search" (l think he was an Ar~v san) 

My neighbor dldp however~ discover that the man was somewhat 

brotherj let 0 s organise 

Wand see if we can not make 

a little acre headway. You try to remember where you dropped your 

watch end we will start there, expand our efforts, and, X am sure, 

find it sooner or later if we keep on long enough, w The man aaidt 

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

"WhatT" 

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

"Well! What are you looking here for? w 

"This is the only place there is a~ light," he said. 

That is about the state of the world. 

I n  r e s p e c t  t o  e c o n o s i c s ,  I am not  go ing  to  c o n f e s s  t o  you 

how ~uch t h e  economis t s  have been wrong but  I w i l l  say  t h i s  t o  you 

(most of you look old enough to me to 

now or will be there presently, and I 

have sons  who a r e  i n  Co l l ege  

should  l a k e  t o  t e l l  you  t h a t  

a f t e r  l a s t  y e a r t ¢  t a l k .  I gave t h e  l e c t u r e  i n  t he  s p r i n g ,  a l o n g  toward  

the  l a s t  o f  the  y e a r .  a young chap came up and i n t r o d u c e d  h imse l f#  

he s a i d :  "My name i s  Ar~s t ron~  m . - t h a t  d i d  not  mean a n y t h i n ~  t o  me, 

I knew l o t s  o f  £ r m s t r o n g s  - t hen  he s a i d t  " I  knew you a t  £nn Arbor"  - 

he was a s t u d e n t  o f  mine - he i s  now an i n s t r u c t o r  a t  West P o i n t  i n  

economics ,  I t h i n k )  i f  some o f  you have mona a c t i n g  as  i n s t r u c t o r s  i n  

colleges, they will be busy f o r  the next twenty years explaAning why 

the things we thought were golng ~o happen during these past five or 

six years have not happened. I mean that in all seriousness, e~peelally 



concerning the field of money. 

much with money thls morning. 

We are not goin~ to be concerned so 

We are going to be concerned with 

economic power - not with the money surface of thlngm but with the 

underlying realities beneath that congtituta the very essence of 

economic power. That is one thln~ we have gotten in eoonoaics, first 

out of the war and our experlencem in OlTp 018, and 0199 and, 

especiallyw out of the depression. We hwve come to realize a little 

more clearly what the real problem of economics is. 

~ow suppose one goes at thlm very problem (which ham been 

given to me r o t  an hour0s d i s o u e j i o n ;  then you can agk me que s t i ons  

f o r  ano the r  hour) of  the  i n t e r n a t i o n a l  d i s t r i b u t i o n  of  economic 

power, and coke8 what le the r~ot of the economic power of~ say, 

France, Italy, Germany, and Japan as against the United Sta~es? Xt 

Is a worthwhile thing to do. Just free the standpoint of economics 

if you leave out your own problem (of course from yo~r own problem 

it is probebly Andispen~ble to make that study), even from the 

standpoint of general economics, it is a worthwhile thin~ to do 

because you will never quite understand how successful or unsuccesefYLt 

your own industrial structure has been and ~w well your own industrial 

society functions until you get a comparison with some others. If 

you ~re doing such less well than they are it is cause for concern 

and for critical self examination! if you are doing very mush better 

it is well to Lnow it, 1"or a gre~t many reasonB. The cnuees of our 

superiority to these other nations nuat be sought out, they mus~ be 

p r o t e c t e d ,  f o s t e r e d ,  and a a i n t a i n e d ,  and they n u s t  not be a l lowed to  



be destroyedp ere. 

In tak~ a big aubjee~ like thisp it is always a pretty good 

piece of technique to ask how you would go about it if you were going 

to write a book on that subject. It deserves a book, and if any of 

you here th~s morning want to make yourselves famous, and I know 

all of you do, mar~ of you do at any rate, that is the subject to 

undertake, for the reason largely that so llttle has been done on it. 

If you do undertake ~he subject, If you write a beck or deliver a 

lecture or anything else, you have got to examine the relative economic 

power of theme varioum nations, and of course the first thing is to 

get into your mind clearly what the test of economic power is, what 

it consists of, what it is concerned with. 

Most of the stuff you hear, and read today in the papers, 

the New York Times, Tribune, or any of the financial papers, is 

concerned with money and prlees, not merely with the prices of com- 

modities but with mtoeks and bonds and all that sort of thln~. 

Those are all parts, of course, of the e¢onomie structure, they are 

all institutioas within it and have something to do with its workings, 

but they are not the essence of it. The 

than that, the esaerlce of it lles in the 

that is what economics is about. It 

essence l i e s  much deeper 

production of  goods, because 

i s  concerned wLth the aeare i ty  

of those things that we want to maintain our s~ndk~dO of living, 

you are looking at it from the s~ndpolnt of the genorLL publle. 

of  the reasons  why we (you and X and a l l  the  r e s t  of  the people) do 

not have a b e t t e r  s tandard  of  ~ l , v ~  iS because of  the s c a r c i t y  of  

i f  

One 
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goods. It appears to us to be a scarcity of purchasing power to 

buy the goods, but that is more or lees a superflci, l point of  view 

from the individual's standpoint; from the standpoint of the nation 

it is a question of what goods are there to be given to the people 

to aaintaAn a sstlsfaetory standard of living. Looking at it fr~ 

the  s t a n d p o i n t  o f  n a t i o n a l  de fense  i t  i s  a q u e s t i o n  of  what f low of  

goods i~ now a v a i l a b l e  o r  can be made a v a i l a b l e  by r e a d j u s t i n g  the  

d i r e c t i o n  of  the p r o s e c u t i o n  of  the  de fense  or  o f fensep  as  the  ease  

may be. 

I t  iS an o ld  o ld  s t o r y .  Of aourse  economics i s  no th ing  new, 

a l though you hear  a g r e a t  d e a l  more about  i t  ~han you used t o .  I f  

you n n t  to  i l l u m t r a t e  how old  i t  i s  s o a e t i a e  when you a re  l e c t u r i n g  

or  w r i t i n g  on t h i s  s u b j e c t  j u s t  ~ your  audience  t h a t  the  f i r s t  

s u p p l i c a t i o n  in  the  Lor'dOs p r a y e r  i s  an eoonomic r e q u e s t .  Remember 

how i t  goes  - sour  Father~ Who a r t  i n  heaven,  Hallowed be Thy name. 

Thy kingdom oomep ~ny w i l l  be done on e a r t h  as  i t  i s  i n  heaven" - 

what hsve you stoked for? So far~ nothing - it is a u les talk, 

telling Him what a fellow he is~ hell of a big man. ?~nen comes the 

first request, an awfully slaple one. What was itT "Give us this 

day our daily bread." That is the fundamental human request, it is 

the fundamental huaan need, and it is the one that has to be saris- 

fied before you ~aa get a~thing sAN at all in the world. The 

world has prayedw all Christianity has prayed 

any wurl~ to its Ood for foodp for bread~ for 

which we have to have two 

ever since there was 

sustenance of £lfe, 

or three tJ~aes a day - if you go without 
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for a week you are dead. That in the chief econoslc need - food. 

That is economics. It goes on out to l ess  and less funda- 

mental needs but that is the problem of economic8 and it is occupying 

such an enormous plaee in our own thinking - I mean in the scientific 

side, our literature and our research - because over one hundred 

fifty to two hundred years production has increased until with 

the sane amount of labor we are producing probebly five tines 

as much goods, all the food we need in this country, and besides 

that a great mass of  other goods .  

This whole question of economics has blown up into a 

big discipAine in the colle~es and universities, etc.! you have 

a division of the Ir~y devoted to it even. So you have got to 

ask yourself, when you are conparin~ these various nations, about 

their relative power of production, production per capita. 

Obviously a nation of twice as many people, other thln~s being 

equalp should produce twice as such. That is a good place to 

start in this problem of comparing the various nations. When 

you have to compare two nations, one with the other, with the 

view of determining their relative economic power aAwayg ask about 

each one of  the  n a t i o n s  F i r s t  o f  a l l  t h i s  q u e s t i o n s  what p a r t  

o f  t h e  l a b o r  power of  t h a t  n a t i o n  i s  absorbe~ i n  p r o v i d i n ~  i t s  

people  wi th  food and wi th  t h e  e l e m e n t a r y  raw m a t e r i a l s  t h a t  go to  

make clothingA textile fibers and the elementary raw materials 

that go to provide some kind of housing - lumbering and forestry. ~ 
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That ia a good plaee to start. That is simple. 8o far I have 

not said a~rthing that any private in the rankm could not under- 

stand. Xf he can understand anything he wan understand that we 

hhve got to have food. That im where you start. That is where 

the economics of the future is going to start. In the near future 

I think we will have some new books on econonlos which will not 

read very much like the older books on econonics° Those books 

were concerned with foreign trade and foreign exchange and 

money and prices - all of than ~ields. 

Do not  t h i n k  I do not  know any th ing  about  money and privem 

and values. That is ny speelaA field, I make my AivinK there, l 

an a coneuAtlng economist, very Largely practicing in the field of 

valuation. The editor of the badies Houe Journal, ~urtis Fublishin~ 

Company, owns thirty-four hundred thousand shares of eozmon stock. 

What is it worth? The Government puts that question in as a hatter 

for state taxes - X am one of the people who goes in as an expert 

and values t}~t sort of thing. I am nueh concerned with the honey 

surface of tl~Mags but I an never for a assent deceived into 

tl~nklng that is the real problem in economics. The real problem 

is the production of goods, the thing we all too much forget 

these days. 

amy, I should l i k e  to  

t o  in  f o r g e t t i n g  t h a t .  

who has written an essay on aa~n~ white bread 

I spoke a aouent ago of the importance of food. Xf I 

show you what rldiouloug lengths we do go 

X paraphrase the Italian historian, Ferrero~ 

dear or  ~e. He 
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sa id  t h a t  f o r  n i n e t e e n  hundred y e a r s  the  v o r l d  preyed tOive us  

this day our daily bread m and finallyp after some nineteen hundred 

odd years, the good Lord took pity on muffering hunanityp or else 

~e got tired of hearing the supplAoatioa every nornlag, me He 

said, t£1rlghtp plek out one of ~hese nations and give it food 

enough and to spare, a gurplus over~p and He ploked out the United 

States of £neriea. For a number of years we had food enough for 

everybody and an abundance of food for export, and ~he prayer was 

answered. You might have ~hou~ht we would have had a great year 

of  thanks g i v i n g ,  but  i n s t e a d  o f  t h a t  Congress a p p r o p r i a t e d  s i x  

hundred m i l l i o n  d o l l a r s  to  see what i t  ~ d  do to  s top  i t .  That  

snows how easy it is to forget what the thing is really all aboutj 

what utter fools hen san hake of themselves. I know what X an 

talking about beeauae I • faraer. I I I  

the i n f l a t i o n  ooaesp if we have o n e  

If I buy a farm nov, when 

(our frlendm may we are going 

to have one - I think they are matter than I an) I san rely on 

the fare. By the way, X was president of an agricultural oollege 

at one tins, and X know Bonethin~ about agriculture. Dut, that is 

lousy econonics, whatever else you nay Ny for it politieally, ere. 

£s I s a id  a monent ago,  we should c o ~ r e  t hese  n a t i o n s .  

When you do t h a t  you a t  once throw t h i s  whole p rob leu  i n t o  a 

r e l a t i v e  p i c t u r e  of  the  e o u n t r i e s  wi th  whieh you a r e  d e a l i n g .  Le t  me 

do t h a t  f o r  a a s s e n t .  £ good way of  t e a e h i n g •  e l a s s  econonie8 i s  to  

be an e e o n o ~ s t  f o r  a few minuteg .  What p o r t i o n  of  the people  o f  the  

United S t a t e s  a r e  r e q u i r e d  to  produee our  food? gha t  n ~ r  a r e  
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on the f&rms? We are self sufficient in the matter o f  f o o d  

pro~uctlon except the fe~ thlr~s we hove to import from the ~eml- 

tropical and tropical countries. We have twenty-~wo per cent of 

our people on the land, 

cent really. That is, 

and we do not need mere t~mn twenty per 

twenty-t~ families out of a hundred in 

this country are on the farms a~ those twen~-two families raise 

enough food to feed us; they raise enoch food for exports to 

pay for the food imports fr~ tropi~l c~nmtries, coffee, bananas, 

and such things° They r~ize enough cotton for our needs, both for 

cl~thlag and house fur~ishJ~s. ~ey raise e~h cotton over and 

above that to clothe o,le h~dred fifty million people abroad. 

exports of food and cotton that we send abroad pay for all the 

other imports of tex~ilesp such as slIM, flax, etc., and for most 

of the rubber. Some twenty-rio ~er cent of our people must be 

set aside out of the populatAon (war or peace, it does not make 

any difference except for perhaps some ,hort periods of Itoppage) 

to farm the land. The number of people that are left for other 

occupations are seventy-eight families out of a hundred, seventy- 

eight ~urkers out of a hundred. 

Loe~ing at a country like Germeny, which rank, next to 

us in general efficiency for a big nation, you find that ever 
per cent of the 

there it ta~es pretty close to forty/people to feed the nation. 

That does not mean t~at in Germa~ there is forty per cent of the 

population on the land, there is really only about thirty per cent. 
all of 

They do not rai6e/their food a~ textile fibers - they have to 

Thole 
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import • l o t  o f  $hat and do a ~ot  o f  t rad ing  with t o u r i g t s  to  g e t  

t he  r e s t  o f  i t ~  no i t  t a ~ e e  t h e  p r o d u e t  o f  a n o t h e r  t e n  p e r  s e n t  o f  t h e  

population that has to be exported 

of food and raw materAalj. 

Xn Frames that figure runs up a good deal higher, 

forty-five per eentj 

to eighty per cent. 

forty 

t o  g e t  t h o N  f u n d a m e n t a l  n e e e e e i t i e |  

to about 

in Italy to sixty-five per senti and in Russia 

I suppose Germa~ should not be quite an high as 

per cent, perhaps thirty-eight. 

Mow it is worth your while coning here just to see that table 

and to hear that said. I do not oars whether or not the next fellow 

who comes h e r e  t a l k s  f o r  a month a l l  he t e l l s  you  w i l l  n o t  be a s  

i m p o r t a n t  a s  t h s t  f o r  t h e  g e n e r a l  p rob l em.  T h a t  does  n o t  Lean the~ X 

know any more t han  he does  b u t  t h a t  i s  t h e  t r i c k  o f  i t .  However,  we can 

say  i t  so nobody can u n d e r s t a n d  i t .  By t h m t  I do no t  mean t o  run  down 

my c o l l e a g u e s  a t  a l l ,  b u t  i t  i B a  f a u l t  i n  our  e x p o s i t i o n  - t h a t  i s  

why we have got  to  do Something new. £dam ~ a i t h  was up a g a i n s t  the  

same thing, i n  1776 when he wro te  "Weal th  o f  t he  N a t i o n s "  - a good book 

to  r e a d .  He too~ t h e  s t u f f  t h a t  t h e y  knew a t  t h a t  t i m e  and p u t  i t  

t o g e t h e r .  One of  my e c o n o s ~ s t  f r i e n d s  read i t  and sa idt  ~ y  0od|  where 

has  t h i s  been a l l  t h e  t ime?  • Ee p r o c e e d e d  t o  r e fo rm t h e  f i n a n c e s  o f  
t h e  P/C~O 

Great Britain on the basis of "Wealth of/Nations ~, ar~ David ~ ~  

a stockbroker, got fish. He was a Jewlsh boyj married a Christian 

girl and his father kicked him out. He went into the stock market and 

got rich. He found Adam Smlth's WWealth of the Nations i and read it. 

It illuminated the problems for hlm and he wrote a book tha~ made his 



name femous in British oconomT, mona~, and p o l i t i c a l  problemal. 

In the United S ta te8  the re  a re  l e f t  over fo r  a l l  o the r  purposeo 

seven ty -e igh t  people out  of • hundred, i t h ink  we b e t t e r  @}~nge 

Germa~ to t h i r t y - e i g h t  per  cen t .  Get-.any has made a l o t  of  p rogress  

r e c e n t l y  in  a g r i c u l t u r e .  In  German,  however, t he re  are  only  s ix ty - two  

people out of a hundred l e f t ,  f o r  ehatT For d igging o the r  raw m a t e r i a l s  

out  of the  grou~ndt n e t a l ,  coa l ,  o l l j  f o r  t r a n s p o r t i n g  the raw m a t e r i a l s  

to the place  where the f a c t o r i e s  are~ fo r  f a b r i e a t i n ~  i t  i n to  f i n i s h e d  

products of a vas t  d i v e r s i t y  of  q u a n t i t y  and q u a l i t y ;  fo r  t r a n 8 -  

porting it back to the place where it is co nBuaed and where it is 

erected into buildings; for producing services, electricity, 

the ~elephone, etc.; the professional crowd, teachers, singers, 

preachers, and people in the national defense, eta. France has 

fifty-five, Italy thirty-flve; Russia about twenty. Those are 

the people left over for the production of other raw materlals 

than those that are produced on the farus. That is what X mean 

when I say you now have a most Laportaut relative picture of these 

different nations. Mo one can add to that. Xt can be illuA~nated, 

critical points say be taken up, attention nay be called to short- 

comings in this presentation, but there is ~he story of the 

relative econoaic power of these different nationt right there. 

This is the problem sort of the nations are worrying about - we are 

the only people who have to appropriate aoney to keep this down. To 

me it is very funny. If a~y of you fellewa are professional 

lecturers, write yourselves a good feature and call it IThe Bright 
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Side of Things" - go through a l l  th is  and t e l l  people how funn7 

i t  re8117 t8.  

We did mot always, understand, feed our people with 

twenty-two per cent of the population. Xn the year in which I 

wan born, 1876, (I will be sixty-one years old soon- I do not 

look that old but that comes from living a clean life when you 

are young) half of the people in the United States were on the 

farms. We did, however, export a little more food than we do now. 

If you go back one hundred or one hundred fSfteen years, or even as 

far back as the war of 1812, there must have been seventy per cent 

of the people on the land in this country. In the Orient, Japan 

has seventy per cent; China eighty-five or ninety per cent of its 

people on the land. The greater part of the world is trying to feed 

itself. None of the nations are as well mApplied with food as 

we are  in  q u a n t i t y  and y e t  we do t h a t  with twenty  pe r  cen t  o f  our  

people .  We have come from f i f t y  pe r  cen t  down to  twenty-two pe r  

cen t .  Since n i n e t e e n  hundred we have not  added am~ people  a t  a l l  

to  the number on the  farina.  In  n i n e t e e n  hundred we had about  

thlrty-one or thlrty-tee million people, which at that time was 

forty per cent or our population, on the farms. We had seventy- 

f i v e  m i l l i o n  people  a l l  t o l d ;  t h i r t y  m i l l i o n  of  them on farms,  

t h a t  i s  f o r t y  pe r  c e n t .  We have only  j u s t  about  t h a t  ma W nowp 

t~trty-seven years afterward, and yet we have added slnee nineteen 

hundred~ when we had a population of seventy-flve million people 

(we are now probably one hundred thirty million) some fifty-five 
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million people to our ~pulation. Thet is, have added mere P 

people than there are in Great Britain, Xreland, and the United 

Kingdom, ~@r there are only forty-five milllon there. Ke have 

~dded fourteen million people more 

people than ~here are in all I taly~ 

there are in Germany. 

on the farms because we did not need them there. 

The only thing to do with Jurplus food is to export it. 

The capacity of the human stomach ie limited. When a man's income 

t h a n  t h e r e  a r e  An F r a n c e  j more  

and t e n  m i l l i o n  more than  

We pu t  them down i n  c i t i e s  and towns ,  no t  

increases five t~aes he does ~t want 

~ants to go five times as  fast. 

to eat flve tlmej as mush, he 

In nineteen hundred, as I say~ we had the same number, 

obviously a much higher percentage, of our people on the farms as 

we have now. Of course we are the most efficient agrieultura£ 

natlo:A in the world since it takes fewer people, a smaller percentage 

of our people, to feed us than it takes in any other nation. If 

we ~ad the same percentage of our people on the farms now as we 

h~d in nineteen hundred, seventeen million people, that would mean 

we wo~Id have ~ifty-twu million people living there all told, 

forty per cent of the populmtion. But, we do not have seventeen 

million workers on the la~, we have about eleven million. You nay 

say: "Where are the other six million?" They are in the automobile 

industry. There was no automobile industry in nineteen hundred, the 

industry was Just merely beginning. Today there are six million 

people en~aged in digging out the raw material, producing the parts 
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and ~ttin~ the aaehinee together~ sellAn~ thee, building, the 

roads for people to drive on, aaintainiag the garageej producing 

oil and gasoline, etc. There are Just ebou~ six aillion people 

engaged in furnishln~ us a~ of the tervieee that constitute the 

use of autoaobiles and trucks. They are the people vho would be 

in agriculture If our agri~dlture were just as efficient and no 

more efficient than it was in nineteen hundred. That is progreu. 

A san can delayer you five lectures on progress and he san not tell 

you a~ acre than X have told you there. X have done that perfectly. 

~aerson always had at hand a stub pencil and whenever 

he came to a sentence the audlenee took well he put a check 

oppos i t e  t h a t  sen tence .  Consequentlyt  when you read Emmerson'e 

lectures you only get what was left after he ellninated all the 

rubbish. 

That illustrates purposely the nature of progress. We 

have had an increase eontlnually in the efficiency of producing the 

fundament~l necessities, and we are beoo~ more and more efficlent 

in producing thee, especially those for which the need per capita. 

AS Ilaited. When you do that, then labor Is f~eed for other 

purposes. The trick i s  to  find enough new uses for labor, flnd 

enough new production, mo you can absorb that labor as rapidly as 

it is released from the more fundamental fields. 

you can do is reduce the hours of labor and give 

leisure. That is what we have been doing. Xn the 

aobody works as hard as he did ~n nineteen hundred, 

Another th ing 

the  people more 

ease  of  a g r i c u l t u r e ,  

and s t i l l  we 



have the whole automobile business. That is a social dividend, 

it did not cost anything - I seen in the broad sensew in the 

sense from which you look at theme problems. You do not look at 

then from the standpoint of your own careers from one day to the 

next, you are dealing with a problem that is continuous and 

everlasting and intimately concerned with the llfe of the nation 

and its continuity. From that ~a~point the whole autonobile 

service is a social dividend of progress. The population does not 

work as man~ hours as it did thenp does no~ work as hardj has a great 

~any more efficient nachinesw uses the power that resides in the 

coal to do its workw and yet with the ease number of hours of work 

forty per cent of our people produce the food and the whole 

automobile service~ not only the manufacture o f  the cars but the 

roads that  you d r i v e  onp 

i n d u s t r y .  

t h e  m a i n t e n a n c e  B and a l l  the r e s t  o f  the  

That is what we have aerie. 

Th ese  o t h e r  n a t i o n s  a r e  c o n c e r n e d  t h e r e  - t h e y  a r e  on  

exactly the opposite e~ of the teeter board frou us. 

spending five or six hundred nilllon dollars a year to 

We a r e  

see how 

we can keep production in check and keep a few more people on the 

farms. It nay be warranted! it nay be ~rthwhile paying people to 

go on the farms. They are not wanted in the cities and towns, they 

are a probleu. That is why X am buying a farm. X have enough 

sons and s o n s - i n - l a w  t h a t  I am always sure o f  having somebody 

wa£tlng for me In a deprosjlon, but all Jok~ aside j if you want 

to know how to get security in this rapidly ehanglng world that is 
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the  one way of  g e t t i n g  t h a t  nodioua of  ~ = u r t t y  you san have 

i f  worse cones to  e o r R  ( t h a t  i s ,  I f  we have a g r e a t  i n f l a t i o n  

such ae they had in  GermanTj £ u t t r l a p  and somewhat in  B e ~ i u n !  i t  

wag not So great  in France, the franc only got down to twenty-two 

per cent of  I t8  old value~ in  Germany i t  got  down to p r a e t i ~  

n o t h t ~ )  - the  f a r :  i a  the p lace  to g e t  i t .  

Back in  19~l the  people ,  a t  the ond of  evory l e c t u r e ,  

used to ask cha t  would happen i f  Rumala08 f i v e  y e a r  p lan  gueceeded t 

and the I n f l e c t i o n  of  t h e i r  vo ices  I n d i c a t e d  t h a t  they  thought 

the United States would be mighty near ruined if a~ ouch plan ae 

that succeeded in Russia. My anmeer was sluys that that would be 

very favorable to the business of the United 8tares. That knocked 

then over so ooupletely they did not know what to may so for the 

aoaent you had tiae to breathe. They expected to hear a great 

Jerenlah about that. Then X ~ tell then siaply that Russia 

was not going to give away goods j she might sell cheaply enough 

abroad to get the money she needed to buy things abroad, but, 

buying abroadp she would buy many thlngs from us. Russia has a 

wide territory, as we have, wide flung agricultural territory, and 

we have nade a great ¢uocejg in fllngln~ across the country trans- 

portation llnesp cuttln~ the country up into fame, building houeeg, 

and aaki~ a great productive nation out of it - naturally Russia 

needs our help. Some people worried about Russia a good deal until 

about 1932 or '3~j at which time we had another aouple of pains 

of our own that were so serious we did not worry about Rueeia 

any more, the question had gotten so deep. 



Concerning Russia, don't you see what a problem it is 

generally? Before she can feed her people and get for her people 

ha~ as many things~ manufactured pro~Acts and services, as they 

can use in the homes, she }ms got to get the nuaber of people on 

farms down to fifty per cent of her populationj she has got to 

have half of her people working in faetoriesp mines, and other 

service industries. Tha~ is quite a trick, beaause Russia presently 

wlll have one hundred seventy-five sillion people, eighty per cent 

of that is one hundred forty million she ham on farusj if she 

presently has, mayp one hundred eighty aillAon people, half of that 

many will be ninety aill4on, and she has one h~ndred forty million 

on the farms - she can not get to a standard of living half as 

o~r~. ~ 
high as that until she gets that one hundred forty down to ninety. 

That isp she has got to some how or other Boys fifty million 

people into cities and towns. 

cltie~ the sise of Cleveland; 

That means she has to build fifty 

it means she has to build a hundred 

cities the sl~e of  ~ashlng~on, and that is not done in  a day, a 

wee~j a month, a yearw or even ten or twenty years. ~ive Ruuia 

forty or fifty years if everything goes right (she has got to stop 

shooting %he generals, she has got 

ass~Ing that politically they hang 

to stop a lot of  th~ngs, and 

together p do not have any 

serious break upj assumin~ that ~apan does not get at them from 

the east whale Germar~ bites them fro~ the west! aBsuaing they keep 

at peace) and it is still going to be a big Job to accomplish 

anything llke that at all, and yet that is what she has got to de 
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million people.  

before the standard of  livi~ in Russia can even ~tely approach 

that of Germany or France. They have got to get this thing down 

to fifty per cent! that is, they have got to get it down from one 

hundred forty ~illion people to someLhing like eighty or ninety 

That is the essence, that is where you begin in 

your progress, of oourse. 

I have not limted Britain on here beeeuse she is not self 

sufficient. Britain was the first nation to le, rn this trick of 

applying (we s~ll it the industrial revolution) the use of machinery 

and thus the use of power to produetlon. ~he led the world in that 

field. She had a aonopoly of it for fifty years. Too sen remember 

~hat Robert Fulton had trouble getting his first steam boat going 

and equipped. Why? He could not get a license for the export o f  

the steam engine. You did not get engines by sendin~ in an order, 

you b~ to have a license to export thee. All these thins that 

were used in the textile mills were secrets and Britain kept a 

monopoly on t~em and led the whole world in that. 8he deserves 

the credit for the increase in aanufact~wing since. Because she 

was the first one to star% the industrial revolution she led the 

world. She got her food, of sourse, not by raising it at home but 

by tradin~ her aanufactured products to other people who were so 

~Ach less efficient than she was in aauufacturing that they were 

perfectly willin~ to trade her food and rsw aaterials for manufactured 

products on an advantageous basis. As a remult, Britain waxed 

in wealth and in economic power, but particularly in aecu~tioa 
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of investments. 

One of the great fallacies of the world is the fallaey 

that Fngla~ got rich out of her colonies. If one of you men want 

to write a book that will startle the world, and do it a let of 

good too, you zight try to prove that rr~land's colonies were 

never a~ good to her economically epeakAng. I think that is the 

truth. It may be overstated a little but generally it is the truth. 

There Is a lack of orlgim~lity on the part of the Qermana in this 

fool talk ~hat they must have colonies. Why do they have to have 

colonies? They can buy all the raw materials in the world at leas 

than the cost to produce ~hem - if you listen to the fellows who 

produce raw materials. However, they do not 

the way in which they think Zngland did it. 

see an~ way exeept 

It all arises out of 

the fact that by a mere accident of time, around 1750, England 

developed this industrial revolution and at the same time acquired 

a great empire. Remember in history you read about a war called 

the French and Indian War? The treaty was signed in 1763, and 

England got out of that treaty Canada. Canada was French territory 

up to that time. You man probably give me the date, X do not know 

the exact date when England finally consolidated her position in 

India, 1740 or 50. At any rate, 

territory and now the sun never 

was a winner, that warn perfect. 

she got this great expanse of 

sets on the British Fro,ire. That 

It was not worth a damn am far as 

the economic significance was ooncerned, but aa a boy you c o u ~  

see t h a t  tha~ usa a b r i l l i a n t  one. And people a t t r i b u t e  t h a t  inc rease  
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in wealth, X think, that oecurrod in Zngland beoause of her 

increaH of effialenoy in the sethods of produotion to thll great 

expansion of empire. I have tal~ed with people from Xndla, some 

of the radicals (l ran into them in Germany some years ago)p and 

they believe that Xn~land is living o f f  Xndia. How c o u l d  she be 

living o f f  Xndla? Xndia hasn't enough to support itself. Nobody 

can live off a oountry that is barely supporting itself. These 

people have got to go a long lon~ way before they even approach the 

t~Ling that we have, or the thi~ that a ©ountr7 llke Ger~a~ has. 

The German standar~ of living isn't more then half as high a s  ours 

even when times are good over there, and the French i| less high 

than the Germans. That surprises ~ost people, el you sen probably 

know, a good many of you having been over there. 

It is perfectly clear that from the standpoint of efficiency 

our farmers have got it all over those of any other country. There 

are some natural reasons for that, such as a great expanse of land 

and a fertile land - not that our land is so much more fertile 

than ~hat o f  o t h e r  lands. When 

Germany i n  '46 he had twelve acres 

maker too, followed both pursuits. 

grandfather case 

of land there. 

Wellp when he 

over f r ~  

He was a wagon 

arrived over 

here he got eighty aerem of land out in Michigan, which was not 

cleared. On the twelve acres he could afford to use one horse only. 

That is alA you could keep and you had to work for the neighbors 

some of the time even then. They Just could net afford ~o take the 

products of the land and ume it for feeding horace, they needed it 

20 



~F r 

to feed the people. Over here on eighty aeren mY grandfather 

could raise enough food for hiamelf, for four horses, and have 

food left over to Bell. That iJ w~y a wide expanme of land io 

such an advantage. The land jay not be any sore fertile but the 

faraer can augment his ausoular power with that of aniaaln. You 

have probably traveled through Italy in the spring and seen maven, 

eight, or nine men in a row, each one with a spade spading., not a 

garden like your grandfather used to mpade or your father (mo~e 

times you swear you are goin~ out to do it but t~Jt kind of peters 

out) but spading s whole field. That is the econonist's idea In 

Italy- it was when I was over there not so long ago. We augment 

that, you see, with the euscular power of anlaalsp which you can 

afford to support when you have abundant lend. 02 course that is 

one of the reasons why we got goln~.~. Aloru~ with tha~ we used 

• e C~nery So We could use this power of the animals. It does n o t  

do a~y good to have four horace when you are cutting the wheat with 

a cradle (if you know what a cradle is). A horse san not use a 

cradle. So we have developed far~ aachinerT. 

I do not mean this efficiency is al~ to be ascribed to the 

superiority of our farmers. It is, however, true that ~erica does 

sore research in agriculture than all the rest of the world put 

together. I think the Departaent of ~riculture is a research 

organisatioa which challenges coaparieon the world over. ~ertainly 

in the field of agriculture there is nothing that approaches it. It 

does more roaearch than all the rest of the world put together. 
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Germany comes next. The world has j u s t  simply cone to depend upon 

us for a very large part of its agricultural reaearehp the results 

of which are seen in part in that difference between fifty per 

cent in 1570 (fifty per cent of the polmlatlon that it took te 

feed us) and twenty-two per cent now. 

If Z were defendin~ the farmer and trying to get five or 

s~ hundred million a year for him X would do it on the ground of 

his efficiency. I would not tell thel he 

If I were among the farmers and ambitious 

w a s  a d o w n t r o d d e n  c u s s .  

politically l would tear 

these people into shreds down here and call the farmers to stand up 

and resent being called downtrodden- "Nobo~ can tread us down| 

We want paid for whet we did! We freed six nillion people in 

thirty-seven years and gave you this whole blooming automobile 

industry. The work of six nillion men at fifteen hundred dollars 

a year is worth nine aillion dollars a year and we want six 

hundred thousand of that, that is five one-halfp six per cent of 

nine hundred m i l l i o n .  

stop raisin~ food and 

Zf it is not worth that tell us and we will 

ace how you like it. n That is a respectable 

arguaent, isntt it? I thank some day 

Now that isn't all the story. 

somebody im gola~ to use it. 

It is quite obvious that a 

farm family in the United States produces four times as much food 

as a family in Russia; produces twice as mu@h almost as one in 

~erma~ or Franoej and three tiae8 as much as one in Xtaly. Our 

farmers are that much acre efficient in the matter of the food they 

turn ou~. It is perfectly slnple. The J,erioan farmer raises 
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enough to feed his family and three one-half other families! 

the French farmer raises enough to feed his family and one other 

family; the Italian raises enough to feed his family and half of 

another family; ar~ the Russian raimes enough to feed himself and a 

quarter of another family. 

~ot only have we got seventy-eight per cent of our people 

theft are free for other purposes, that become very important to 

you if you get into times of actual war, but something like that 

same difference in efficiency exists in America as compared with 

tl~se other nations in the ~en who are working in factories and 

=ines. T~t is a most amasir~ thin~ to me. We used to hear so 

much in the old days, about 1910 and '12, about the efficiency of 

Oerma~, how well the men took care of their Diesel engines, etc. ! 

she was the last word in efficiency. It was ~argely imaginary. She 

advanced in efficiency rapidly, she did very well, 

overdone, =uch overcounted in those ti~es. 

im in 

but it was much 

I have a friend who manufactures in Ores t Britain. He 

the electrical industry, a new industry .not one of the old 

old Itandards dominate the British laborer. They industries where 

terms over there almost exactly 

They are paying five dollars 

On@-- pay as wages per hour in money 

half the wages they pay here. 

here per day# they pay ten jhilllngm there. ~hen they get that 

product finished, whether it in a telephone or an electric switch, 

whatever it may be, the difference in cost im trifling and usually 

the American product Is turned out a little more cheeply in terms of 



d o l l a r s  t ~ n  the  B r i t i s h  product  in  s p i t ~  of  the f a s t  t h a t  they  have to  

pay obvioua~y the  m e  amount f o r  raw m a t o r i a l j .  Tha~ iS a t a c t .  

I f  you go through ~udustr7 you w i l l  f ind  t h a t  t h a t  i s  p r e t t y  gener- 

a l ly  t r u e .  

Not the  Western E l e e t r i c  Compa nyp but ano ther  l a r g e  e l e c t r i c a l  

f i r s  in  the t e lephone  bus iness  uses  a B r i t i s h  machine f o r  winding 

armaturos .  They l i k e  the Br~ t i sh  machine b e t t e r  than any ~ e r i c a n  

machine so they  br ing  them over here ,  r e b u i l d  them, equip them with 

ballbearlagsp and our people  run them a t  s e v e n t y - f i v e  hundred 

r evo lu t i ons  per  minute - they have never been ab l e  to ge t  up to  

t h i r t y - f i v e  hundred r e v o l u t i o n s  per  minute i n  L ive rpoo l .  That i s  

quite a dlfferenee, and Britain is probably nearest to us in 

efficiency. German. is more efficient than France but it takes 

about two men in Germany to so what one man does here. OF course 

any of you who have had a~ experience with buildin~ in France - 

and I take it some of you did have ~uring the war - must have learned 

a lot. I oftentimes wonder whether they have that bank they commenced 

building in 1927 finished yet. That was to be the first skyscraper 

in Paris, eleven stories high. They haven't ~Inished it yet 

literally, actually. Now there are some lines, of course, in which 

they are relatively much more and others relatively much lesg ex- 

perienced, but by and large it takes two men to do what one man does 

here in the mines, in the faetories, or on the railroadg~ in Italy 

it takes three! and In Russia about four. 

Did you read that article by McDermot~ in the New York 
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Times two weeks ago? £ Clevela~ elaln dealerw in Russia a groat 

deal, went into the problem of real wages there - how nar~ rubles 

it takes to buy a suit of olothes. By and large it ta~es the wa~e8 

of  f ron  f o u r  to  s ix  days o f  l a b o r  i n  Russ ia  to  buy what a man buys 

with one dayts ~es here. That is eon~using when you first see it. 

Xt isn0t eonfusingp however~ when you take into consideration the 

efficiency of labor. That is the di£ferenee - the labor production. 

For  every n a t i o n  the  g r e a t  mass o f  the  p r o d u c t i o n  i s  absorbed i n  the  

standard of livi~ and the amount that every fa~l~ tames unto its 

own must be determined priaarily by ~he voluae of output per worker. 

We find that in Russia a nan can not buy sore than a fourth as much 

for his wages, or a third or fi~thw as he can here. You can be 

perfectAy sure that that is universal- that the production of the 

workers 

h e r e .  

in  t h a t  count ry  i s  about  a t h i r d  to  a f i f t h  of what i t  i e  

You undermtand that these seventy-eight per ~ent in the 

United States are not all workir~, in faotoriee, they are the people 

in cervicesj eta., they do not all work with aachinery. The trouble 

with aerehandiJing is that you san not use power. If you can invent a 

aerchandisir~ machine you can do wonders, but at the prement tine you 

can :lot do it. That igp the women go into the retail ~orep want to 

be waited on~ you do youraelf D the clerks f~ae with then - you san not 

do it there. £11 those people who work in mtomeap in dietribution~ 

of ooursep are ~ot so ma~ tines nero efficient here than there. 

CalAir~ that one hundred per cent in the United States, the relative 
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efficiency in Qeraan~ would be about fifty; in France fortyj in 

Italy about thirty-three one-thlrd! and Xn Russia twenty-five. 

When you take into consideration the great ntuaber of people available 

~or services other than the production of food, do you not see that 

t ha t  d i f f e r e n c e  expressed i t s e l f  An the  s t andard  of  l i v i n g  of these  

people? I am not  saying tha t  our degree of  w e l l . s i n g  i s  d i r e c t l y  

p ropo r t i ona t e  to t lmt  increased  s tandard  of  l i v i n g  but when you 

come to  measure i t  in  terms o f  t h e  p o s s i b i l i t i e s  o f  e c o n o s i e  product ion  

why the re  you have i t ,  a ~  ] from the  s t andpo in t  of  the  n a t i o n a l  defense  

i t  ~ust  be enormously impor tant  as  ~ong as you a re  depending upon 

aethods of defense which depend in  l a r g e  p a r t  upon n a t e r i a l .  I 

suppose Oer~any's plan of defense and offense now must be bottled very 

largely upon ways that are independent of saterials. X do not know 

whether that is true or not - you hen do, that is in your profession 

and not in nine. X think that would be the great thing that has 

happened there in the last eighteen to twenty yeers~ or fifteen to 

eighteen years - they have tried cheuistrT, etc.~ to get away from 

enoraous use of great nuabers of hen and great saounts of naterial - 

they are depe~ling upon skill. 

Concerning countries llke Japan, of course they have made 

acre progress tlmn Russia! they are acre efficient, but p after all I 

very backward. It is perfectly obvious that if they ever got into a 

fight with a country that was in a~r class from here up (indicating 

point on tabulation on blackboard) certainly their efficiency and 

economic power would become very manifest. Of course when they are 
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fighting with a country llke China they are fighting a country 

even less efficient than Russ£a. In Japan the efflcienoy im somewhere 

around the Italian level- not qui te  as efficient. 

There you have the picture as to the relative ecenomie 

power and the distribution of economic power in these different 

nations. Our much greater efficiency is, by no means, to be explained 

by resourcee alone. Russia has plenty of reeou_~aes. She has a 

shortage of rainfall, which is a difficulty from the standpoint of 

agriculture but even with that Russia, with anything like the ef- 

ficiency tha t  our farmers have, ought to  be feeding the country 

with thirty-flve or forty per cent of her people. They may do that 

in time if they have the political instinct to hold themselves to- 

gether. We always assumed t ha t  political instinct was widespread 

among people, that all we needed to do was to embrace democrsoy 

and it would blossom forth, but we have come to believe now that that 

is a aistaken notion - very few people have political capacity in 

rare de~ree. Great Britain has it; Rome had it in its cay! we have 

it in somewhat less degree. 

have not been through many 

it is still tz~ae, Isn't it, 

We hold 

crlaem. 

that you have to 

together pretty w e l l ,  bu t  we 

Poland has almost none. X think 

have a unanimous vote 

of parliament in  Poland %o pass anything.  

They ge t  nothing done, so for you. 

simple. 

Ohm word as an economist about 

o f  all this, 

Thst is i n d t v i d u a l t ~  

they have a dictator- tha~ is 

m~e o f  

especially the lack of political 

the imp l ica t ions  

capac i t y  t h a t  we 
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discover in these nations as we separate them into groups. The 

implications are that we are not going to have any such period of 

peace in the hundred years l'ollowing 1914 as we had in the hundred 

years preceding that date. I dare say that the period frou 1815 

to 1914 will always stand in the world as a remarkable period of 

comparable peacep particularly from about i781 and 17B~, after the 

France-Prussian War. 

period as that now. 

1914 that two or three wars 

keep track of then any more. 

not keep track of them at all. 

It is quite obvious that we are in no such 

I do not think there has been a moment since 

have not been going on. One can not 

The average man on the outside does 

Have you read "The Decline of Western Civilization"? I 

was not able to get through that but I did read some of it. It is 

in two volumes - a typical German book (byV~H~~%~ where 

they say in two volumes what they ought to have said in two essays. 

of that wrote another book in 1933 called "The Hour of 

Decision t, which is only about two hundred fifty-four pages. He 

delivered lectures in '29 at the University of Berlin and then wrote 

this book, and let me say to you gentlemen in all confidence that 

you might write a history from there down to this minute from that 

book. Read it, it is worth reading. The point of it is that we 

are going to be a great deal more coaeerned with those political 

probleus which are concerned with national defense, national confliet, 

in the next fifty or a hundred years than we were in the last hundred. 

This picture beeomes not less important but all the more important 

The author 
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in view of tha~m you see. 

probably been pretty easy. 

After all, our problem politicolly has 

X t may not be quite as easy in the future 

but I should guess that ~e are enough in the English tradition, 

willin~ enough to experiment, and have a high enough degree of well 

being so that we will work that off pretty smoothly. 

HoHver~ in a great many of the countries there is not the 

political instinct to make the~ able to copy us. The Russians ought 

to get on amasingly from the technical standpoint, fron sere economics, 

because all they have got to do is come over and study America and 

go and do it. That is easy. We have done the trick. Do not let 

any one tell you for a sinute that we need to send sen to foreign 

countries. Of course you have a fellow in the Governaent service, 

are sorry you got him up as high as you have, you want %o give his 

something to do, what are you going to do 

not even mention any first name to you.) 

with this man? (I will 

You send him over to 

Denmark and let hi~ study cooperation, that ia a good thin~. There 

Is not a thi~ in it, ~It it getj him out of the country and he im 

busy. When he comes back he has to sell hie uanuaeript to the 

colleges~ they get out • blue pencil, and, if you want to know what 

happens, they cut out half of it, they right among theaselvem~ 

and the fellow finally gets around to publishing a book. 

There is a lot to learn in economics, saybe sea,thing for 

national defense. At any ratep we are in the leadership. Germany 

found that out; Russia knows it. In 1922 and '23, after Germany got 

through with the big inflation, they thought they had a snap. Wa~es 



per week for skilled labor ,ere ten dollars in Oermany (forty 

marks when the mark was on the gold sta,~tard) and we were paying 

thirty or thlrty-five dollars a week here for mechanics in the 

automobile industry. They had a good reputation before the war and 

during the war ~or the manufacture of automobiles and it looked to 

theu as though this was a cinch. The currenay was on a firm founda- 

tion and they could buy copper and rubber and all the raw materials 

they needed. It would be easy for the~ to make automobiles and 

trucks and invade +.he markets and undersell the United States. 

We believed it, too, talked it, wrote it. Imagine the amamement of 

the Germans when they found that with labor at ten dollars a week 

they could ~t compete with us with our labor at thirty dollars • 

week. They could not make an automobile as cheaply as we could, 

to say nothin~ about the quality - ours was vastly better than theirs. 

A director in a Qerman automobile factory se.;[.dt "Your automobiles 

are not merely much cheaper than ours but they. are much better.. 

A lady friend of mlne bought a Buick while I was over there Im 

'26 or '27. She took a trip of fifteen hundred miles, come back, 

and said: "I had no trouble at all! Think of iti" That was 

marvelous. If we had trouble here in the 

miles we would 

trouble here. 

yell our heads off, and we 

first seventy-five hundred 

should. We do not expect 

C, ermeny, to her amazement, found that we had tricks 

over here that she did not have at all. My friend, Koet~en, of 

an electrical manufacturin~ firm, who wrote that book "The American 

3O 



Economic ~stem" (it has never been t r a n s l a t e d  and it shou~ have 

been) came over personally ~nd studied the situation. ~ey all 

talked about raw materials over there en~ at£ributed our efficiency 

to that, but that does mot explain more t~n twenty per cent of i~ 

and he sew it. In '24, '25, and f30 Germany attempted to +~uke the 

American methods of pro~nctien ar~ incorporate them into the German 

situation. I dare say the.t their ~rest success in planning~ and 

the last two years, since Dr. S c ha cht the increasing production over 

~ot at it, is largely dne to what they did beck there, they lemrned 

and profite~ by.. studying that. Let me say in passing that Dr. Sch~cht 

of Economics there. 

of all the central 

is ~t present Minister 

said he w~s the ablest 

The New York Times 

bank governors. I have 

known him for a good while and 

an exceedingly able man, a combination cf shrewdness, 

absolute ruthlessness, and absolute self confidence, 

there is no doubt about it. He is 

grert energy, 

t , :~ he puts the 

truth through. 

Bussia, as I say, would seem to have nothing to do except 

to copy us, but that perhaps is act so simple a trick. Let me give 

you an illustration, a very homely one. I sai~ this five years ago 

,bout Russia. I was a skeptic on this great success of th~ five 

year plan. The German settlement where I was born and reared in 

Michi~sn was settled by Germans who came from Germa~ l~rgely in 

'45 and 

fathers came 

Those of you who are Irish remember that your grand- 

over at the same time, when they had the Irish potato 

famine in Great Pritain and a famine along the Rhine. There was an 



Irish settlement northeast of our German settlement - grand fights 

too. Wellp those men like EY grandfather never learned to operate 

labor-saving faro maehineryp they never learned to operate a self 

binder .  They l ea rned  to d r ive  horses  i n s t e a d  of oxens they  l ea rned  

to d r ive  a two horse  team and handle the modern plow but  they never  

came to  us ing J a e h i n e r y .  They did  not  l e a r n  t h a t .  My f a t h e r  l ea rned  

itw the  your~er  g e n e r a t i o n .  You j u s t  do not t eaeh  the  i n d u s t r i a l  

popuAatlon all the teohnique we have by slaply Aaying down a bunch 

of blueprints before them and p~ttlng in new maehlnery. Oeraeny 

could imbibe it mush faster and did. That ease is a pussle. There 

is a psyehological element which besets the Oerman people that does 

not  bese t  ours .  The same +.hAng i s  t rue  of  England. 

These f i g u r e s  vhtoh I have put  before  you in  a homely and 

s t~p le  manner w i ~  I an surep g ive  you a geuera l  and p r e t t y  a a t u a l  

p i c t u r e  of  the r e l a t i v e  d i s t r i b u t i o n  of  eoonomi© power in  the world 

today.  

ooooo0ooooo 

Does o u r  efficiency in agriculture consist somewhat We 

in utilising one area of land and then goin~ to another one? 

A. Not generally, no. X left prep school in the spring 

of o94; the  depress ion  cane and I t augh t  count ry  school w i n t e r s .  

In those  days I n a t u r a l l y  took to  books, read a good dea l  about 

agriculture. £ii those early discussions of the agricultural problem 
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were concerned with  the  q u e s t i o n  o f  exhaus t ion  o f  t h e  f e r t i l i t y  

of the  s o i l .  We f e l t  t h e n  t h a t  we had invaded a v i r g i n  s o i l ,  a l  

we had. Even in *46 Michigan was virgin soil, it w~| timber covered, 

it was fertile, fresh soil. That the fertility of the soil degenerates 

with use I think iS a fallacy. Certainly in E~rope the soil has 

gradually increased in productivity with the paama~e of time. It is, 

of course, possible to have an agrlculture which does what you may, 

and I dare say that in the earlier days we practiced a great deal 

~ore of that than we do now. I think the south is acre beset by 

it than the eiddle~west and the northwest, where the Germans and the 

Scandinavians and the Irish settled. The people who came over from 

Britain: the Scotch, Irish, etc., largely went forth into ~hat 

western country. The" took land and when they had exhausted that 

took new. I think you will find an increase in th, fertility of the 

soll - that has been the history of all civilized nations when they 

have an or~anised agriculture. I am entirely in sympathy with the 

work that is beir~ done in improvir~ the soil and soil conservation. 

I t h ink  i t  i s  a good th tn~  t o  do from a .Long-run p o i n t  o f  view. I am 

not concerned a t  a l l  about  the  p roduc t i on  because when you put  t he se  

peopAe on fewer acres, especially when you give them some little 

subvention ~or producing reduction they spend it on fertiliser and 

better methods o~ cultivation. I would predict that the growth of 

the output of cotton per acre in the next ten~ fifteen years will be 

steady. I do not think we have exhausted the fertility of ~he soil. 

If we did that it would never be kept up by shifting from one point 



of  soil to a n o t h e r .  

amount to  much. 

Q. I 

two per  cen t .  

go up? 

A. 

That p o i n t  has been over  e s t i a a t e d -  do~s not  

am wondering what your  op in ion  is on t h a t  t w e n t y -  

Do you expect it t o  be stabiliHd there, go down, o r  

From the technical standpoint, 

T~t is, we do not need that man~ people. 

Q. How far down? 

A. I do not know. 

it ought  t o  go down. 

I s~ould thir~ it would decline pretty 

s~owly- might g e t  down to fifteen per cent. It is very difficult 

to  t e l l  how those  t h i n g s  w i l l  work ou t .  Once we have g o t t e n  down to  

twenty-two per  cen t  we could e a s i l y  go t o  twen ty .  Now much f u r t h e r  

we go is undoubtedly a matter of policy. We will try to keep people 

on the land in this country. Furthermore, we are going to have some 

movement landward around the cities. Development of the automobile 

has made the great areas round about our modern cities available 

rot the usual urban dweller. We are going to have some of that and 

we are going to have some peop£e go on to the land for security. 

I shouldn't think we would greatly decrease the number of people 

on the land, if at ~II, and we might even 

percentage a little. We have, of courne, 

increase the present 

increased some in the last 

few years. 

largely on how rapidly the population grows. 

attraction to living in the country today. 

serious 

The question of how the percentage will run will depend 

There is a lot of 

I f I h ~  

change i n  my p r o f e s s i o n  I would go t h e r e  to  

~omake a 

l l v e  because Z 

3A 



know the country, 

security there. 

heads off about taxes, but the average taxes, 

farms on which the Department of Agriculture 

l know the farm. There are many elements of 

You have to pay rent. The farmers yell their 

shown f o r  t h o s e  

c o l l e c t s  a c t u a l  

do you 

figures, have never been as high as two hundred dollars a year 

for the average farm. X thi~ one hundred nlnety-two dollars per 

year was the highest average, and that would be seventeen dollars 

a month - ~ood LordL they have a house to llve in for seventeen 

dollars a month, and if they ~ o w  a~thing about gardening they 

can raise part ~f their food! The farm is the place where the 

average man can be more secure t~an any place else, so I should  

thi~ that the farm is going to be a pretty attractive place, end 

my ~uess woul~ be that that condition will not change t 'or  some 

time. 

Q. Dr. 

interested more 

s a l a r y  c l a s s .  I f  t h a t  shou ld  come abou t  i t  might h i t  us  r a t h e r  

heavily. We have had inflation during the last five years when we 

have had expansion of Government spending. ~t other chances 

think we will have of continuing in a different manner? 

A. What you 

1932, '33 most 

Friday, you mentioned inflation. We are personally 

or less in that because of being in the fixed 

I suppose back i n  

Tl~at i s  what I r e f e r r e d  

say about inflation, 

economists would have s a i d .  

t o  in  t h e  f i r s t  p a r t  o f  my t a l k  when l 

na tu red  a s p e r s i o n s  upon t h e  eco ,~mtmts .  

t r i e d  to  c~s t  some ~ood 

We ,,aid t h a t  if we r e -  

duced the  c o n t e n t  o f  t h e  gold  d o l l a r ,  r educed  ".he s t a n d a r d ,  as  we 
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did, we would have a rise in prices. We were wrong. American 

econoaists are no different than business men, or other men, and 

it is obvious that we have a big 

the standard and the price level. 

that since that time we have had inflation in the 

have had an expansion of credi~ due~ • s you said, 

Job in  r e sea rch  to  do concerning 

Let ae say.  to  c l e a r  the ground, 

sense t h a t  we 

t o  Q o v e r ~ e n t  

spending and to the method of the fAnancin~ of that spending. The 

bank deposits today are practically what they were in 029. They 

increased from thirty-elght billion to fifty-four billion between 

the middle of 193~ and this time - that is a big increasep you see, 

an increase of sixteen billion. Xn order to see Just how big 

t h a t  i nc r ea se  i s  l e t  ae may J u s t  a word about t he  h i s t o r y  of  

a t  the  end of  t h a t  d e p r e s s i o n ,  we had f i v e  c r e d i t .  In 18~p  

b i l l i o n  d o l l a r s  of  bank d e p o e i t s  in the  United S t a t e s .  That was a 

hundred yea r s  a f t e r  Maahington 's  second t e r n .  We had worked up 

from two b i l l i o n  in  1880 to  f i v e  b i l l i o n .  Then from 1897 to 

1914 t h a t  rose  from f i v e  b i l l i o n  to e igh teen  o n e - h a l f  b i l l i o n ,  a 

rise of thirteen one half billion. Now you see we have risen 

and we have had 
sixteen billion between i~3~ and '37, four yearsp 

during that time inflation in the sense that we have had a greet 

expansion in bank credit up to the practical previous Level, 

which was thlrty-five billion in '29. We did not have a very 

remarkable rise in prices at that tlme. Of course we had a con- 

s l d e r e b l e  r i s e  in  p r i c e s  in  the  sprlxg of  

l e v e l  was ~ixty~ s l x t y - n i n e ,  and seventy .  

,~3,  when the  p r i c e  

That held  u n t i l  around 



'34, when we had the property restriction and quota restriction 

in the output of agricultural production and the higher wage| that 

were brought with the codes. Then we had the draught, so we had a 

gre~td~arth of agricultural production, 

the level of eighty. They hun~ there. 

which put  p r i c e s  up t o  

They d id  not go on up any 

~ore until we got into the lamt twelve months - they are now about  

elghty-jlx. Now that is nothin~ such as we had in mind in '~ 

when we said inflation was bound to comep Is itT We had something 

entirely different and much more wild than that in mind in the 

field of price rise. Last sprlr 4 people felt that we were again 

in for a rapid rise in prices. I did not think so. Fricem got 

as high as eighty-elghtA then drifted off to eighty-mix, and we 

know now that we are not goi~ to have that rise here. Over the 

next dosen years, between now and 1950 (assuming we have peace, 

of course if we have war we will have a price rise) unless we work 

out some means of' control better than anybody has ever worked 

out, I should think that our price level would go from eighty-six, 

where i% la now, and eighty-eight where it was last sp~ir4, %o 

something llke one hundred fifteen or one hundred twenty. From 

your  s t a n d p o i n t  t h a t  I s  a s e r i o u s  m a t t e r .  I f  i t  does appear  over  

a pe r i od  of  twelve  y e a r s  I t~Ltnk you w i l l  keep pace wi th  i t  in  some 

measure. That is, your salary will move up, probably more slowly 

than most other Incomes - at least that has been the history in the 

pawt. However, you remedy that in part by men withdrawlng from 

the service and going into busines|, because if you get a~ much 



s o v e a e n t  o f  p r i c e s  you have,  

prosperous  burnishes, 

expanding,  e~o. .  So 

as you had after 1897, active, 

with profits good and production s~eadily 

far we have had no inflation. ~e can may 

we have had inflation if we mean by that that the things that have 

for 
happened ought t o  l a y  the I ~ d a t i o n  of  i n f l a t i o n  - expansion of  

bank c r e d i t .  What t h e  average  person seans  by i n f l a t i o n  i s  

growth and rapid rise in prices, and that we have not had. I 

think we are probably starting an inflationary move right now. 

I think that the announcement yesterday aornir~ that they are 

releasing th ree  hundred million d o l l a r s  of gold (that does not 

amount to anythin~ much, but they never should have sterillmed 

that and they ought to release all of it - it was an amateur 

performance, like the fellows who go to a camp for six or eight 

weeks and then are made officers - they have a lot of brilliant 

ideas about military affairs and stretegy) means that they have 

proceeded now to expand credit. 

made a great mistake. They will 

Last winter the Federal Reserve 

have a lot of trouble swallowing 

t h o s e  words,  

t h e  f u l l  one hundred per c e n t .  

it up t o  one 

law o f  '35. 

and action of putting the reserve requireaent up to 

You see they have the power to hove 

hundred per sent, they were given that power in the 

They coved it up a yemr ago the first fifty per cent 

and then Is st December or January the other fifty. Now they are 

trying to undo some of the work they did by putting out this three 

hundred million dollars of gold, a~ I think they will probably 

put out the balance because it looms like we are slipping into a 



mire of recession. The stock market has had a decline. Business 

will have to shrink a let to catch up with the shrinkage in the 

stock market. This ought to be the end of this decline ~or the 

moment, but if we do get a million dollar recession this fall and 

winter we are going to try 

credit. 

reasons 

made a mistake last winter. These fellows are all f r i e n d s  of  mine 

and X can not say anything very mean about them, but X think the 

one bad th ing  they  did was to  say t h a t  t h i s  had no th ing  to  do wi th  

to break that up by the expansion of 

X will make that prediction. They will give all the 

in the world except the right one, and that is that they 

the deeAine of the s tock  market. Obviously that is why it went 

to the principal holders of down, why shouldn't it? That is, 

bonds who had gone to work and forced the banks to get more reserves. 

It is all foolishness but nevertheless I think we have the beginning 

of it there. We have the index of production at one hundred fourteen 

hundred eighteen, and I had 

is interested in such things, 

ten the last 

here (~idicatlng)! in July it was one 

a friend call me up this morning, who 

who thinks it is going to go down below one hundred 

quarter of the year. That may be, but that will not be a very 

serious matter - if it never gets any worse than one hundred ten 

or one hundred five. They will expand credit right along. They 

will do it in various ways, saying they are trying to make available 

money f o r  crop moving. Go back to  ' 27  and ' ~  and see the  k ind  o f  

t h i n g s  they  say .  Do not  ask t h e  F e d e r a l  Reserve o f f i c e r  who iS  

going to speak here about this because it will embarrass him. 



I f  we have f o u r  or  f i v e  months o f  mild r e c e s s i o n  and t h a t  pa s se s  

and we g e t  r e v i v a l  (we have g o t  to  have r e v i v a l  b e f o r e  nex t  Wov~ber ,  

no question about  that) then  they  w i l l  gay t h e s e  thinKsp I w i l l  be t  

you.  Of course  I a s  up i n  an a i r p l a n e  doing s t u n t s ,  I do not know 

t h a t  any of  t h i s  I am say ing  i s  the  t r u t h ,  but i f  what you want t o  

hear  i s  op in ion  on t h i s  a a t t e r  then my guess  i s  t h a t  t h a t  i s  what 

t h e y  w i l l  do. Then they  w i l l  t ake  c r e d i t  f o r  bua t in~  up the  r e -  

cos&ion - SThi8 woulA have been e29 over  aga in  i f  i t  had not boon 

f o r  usp i f  we had not  gone t o  work and checked t h i s  th tn~  in  t he  

sp r ing  o f  '~7 .  e That  i s  s k a t i n g  on a w f u l l y  t h i n  i c e .  They w i l l  

not  a top  with t h a t ,  they  w i l l  come r i g h t  t o  the  rescue  - WWe cut  

the  unsound elements  ou t .  We cu t  out p r i c e  i n f l a t i o n  and t h e  s tock  

market  i n f ~ a t i o n  t h a t  was t h r e a t e n i n g  t o  come on i n  the  sp r ing  o f  

1~7 - we had our o p e r a t i o n  r i g h t  then  and by the  end o f  t h e  y e a r  

we had t h a t  ou t ,  expanded c r e d i t  a~einp and broke t h e  t h r e a t e n e d  

boos and the i n c i p i e n t  r e c e s s i o n ,  w 

There in  one ve ry  shrewd san i n  the  F e d e r a l  Reserve. who 

when he t a l k s  be fo re  Congres s iona l  committees  t a l k s  l i k e  a p r e t t y  

wi ld  t h e o r ~ s t j  i s  f u l l  o f  wi ld  i d e a s ,  but when he i s  a d m i n i s t e r i n g  

the Federal Reserve act he is a good shrewd banker, who did not get 

into any trouble at all during the last depression with his bank, 

nor had hle father before ban. His father had a bunch of children 

and a few m i l l i o n  dol~ars~  o r  something l i k e  t h a t ,  a very  ab l e  

f o l l o w .  But a lways what happens i s  t h a t  t h e  aged man g e t s  ou t ,  

work i s  donep and i t  w i l l  be a good time to  g e t  ou t  a f t e r  t h a t  

h i s  

e x t r a  



session is over. Then will come somebody no where near as able 

and ghrewd who w i l l  b e l i e v e  a l l  t h i s  t h i n g  j u s t  an though he learned  

i t  out  of  the  Bib le ,  and he w i l l  know i t  only  as  people  know the  

Bible - not by experience. He will believe that all kinds of 

threatened depression| can be busted with credit expansion, that 

they have to do eomethin~ to sti~te building. That is one of the 

reasons why we will have a recession, if we do have it. Then you 

are going to have a Aot of foolir~ around with credit. I think 

that three years from now we may have things that will crease you 

and me, but we will not say a~thing about them because we will 

probably profit by them. However, they will come to sell themselves 

on the notion that they can control both booms and depressiont by 

controlling credit. 

Before the last depression the people had made theaoelves 

believe there ~ be no more depressions, that we were in a new 

erao 

"Unemployment?" 

"There 

"Never 

len't any unemployment." 

mlad, you will have it the first time you get into • major 

depression - you have not had one since the nineties." 

But they oould not awe that. They had deluded themselves into the 

notion that some how or other the thing had been so developedp 

industry had been developed in such harmer, that we vouAd not have 

another major depression. And me these people will make themnlvee 

believe that with the use of eredit they can aura it all, and when 



they get to the point where we have a rather serious depression, 

it ~ay be a major one (and it is not at all likely that it will be 

thirty years before we have the next depression, even though there 

were thirty-t~ years between the depressions of the nineties - a 

very unusual period to go without a major depression) they will blow 

her up into a big one, and that is the time we will have to get 

inflation. Perhaps in the meantime we will come to our senses, 

a wimer counsel may prevail, and various thing m may happen. None 

of this may come, but if it does come that is, I think, about the 

rate at which it will come. I do not 

t h a t ,  and there isnlt much you can do 

see anything any faster than 

about it - better to protect 

yourself - buy a farm. Perhaps that is not what you want. You 

~now you have to argus that with your wife a good many times, too, 

unless she is from a farm fatally, but you can get the modicum of 

security that you can have durin~ an inflation by being on the land. 

If you go into Germany or any of those Furopean cou~utries you will 

find that is the lesson to be learned. However, for the immediate 

future I do not have much worry about it. I will gladly offer further 

opinion on any other questions you have on inflation. 

Q. Does the fact that the government takes away everytILing 

the peasants of Russia grow, with the exception of the amount they 

need themselves, have anything to do with the large percentage of 

the population required to be on the land? 

A. If It has it is because it interferes with the peasant's 

productlvity, takes away his incentive. X suppose when they take 
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the  p roduc t s  away they  pay f o r  t h e m -  

Q. I d o n ' t  b e l i e v e  they do. 

A. They collect it as ~axesp I believe. The peasants 

wouAd not have the incentive under the government controlled 

system they would have under the system of free initiative. Our 

own s y s t e n ,  which I did not  brag so such about as I n igh t  havep 

has grown up under f r e e  o o m p e t i t i o n -  each san has an idea he 

thinks will work (a good ashy others think it will not work), well, 

you Act him try it. That As what freedoa of initAative scans. 

He buiAds a railroad and eoapetes with the canal; the railroad 

comes to prevail! then the railroad goes out of business and the 

automobiAe becomes the universal sode of transportation. Coapetition 

offers large profits to those who succeed - a good aany fail, but 

coapetltion does resuAt in great efficiency and X suppose has some- 

thing to do with our percentage. Of course Russia was always that 

way. 

Q. On the table you have on the blackboard at one end 

i s  the  United S t a t e s  with twenty-two per  cent  of  her  popu la t ion  

engaged in agricultural pursuits and on the other end is ~ueeia 

with eighty per cent. That brings the thought that perhaps all 

Russia, with eighty per cent of her people on the farms, has to do 

is to go out Anto the fields after the food. On the other handp 

twenty-two per cent of our people are on the fares and we have to 

get the food to ~he other seventy-eight per cent. Xs our efficiency 



in d i s t r i b u t i o n  keeping 

produGtion! 

A. 

pace wi~h our effie£ency on the fare and in 

~istributionp so far as food is concernedp in the mense 

of tranmferring it from the land to the seventy-eight per sent of 

the cities, is efficient; tha~ isp tranlportationp etc. The point 

at which you haven't an efficiency that keeps paoe with it ia in 

merchandising, after you get it into the city. In this enorsoum 

growth of cities you have a pretty expensive eystemp first of 

tranmporting and distributing and then of merchandising. The dif- 

ficulty with increasing the merchandising is that it i| a personal 

service. You can not do what you do in agriculture or manufacturing - 

you can not ume a lot of power with it and not very much can be 

done in other scientlfie ways. One of the reasons for the great 

increase in efficiency in our agrieulture is to be found in the 

aecoaplishnents of plant breeding and animal breeding. The man who 

is at the head of the Dairy Division in the Departaent of A~riculture 

can tell a perfectly romantic story about the improvement of the 

dairy herd, the production of milk and butter, the quality of the 

milk, etc. We can not, seemingly, increase efficiency very much in 

distribution~ at least we haven't as yet done it. ~owever, some one 

may find a way of doing it. 

The coaparison I thought you were going to make is that 

the Rnsslan farmer not only raises his own food, as of course our 

Aaeriean farmer does, but he does other things for himself such as 
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make h i s  own shoes and bootS.  l do not  know how much mechanica l  

work the Russian farmer does, I dare say not very much. I 

t h i n k  he i s  very  s k i l f u l .  £ t  any ra tep  d i s t r i b u t i o n  /Agm. 

he cones 

do no t  

Xf your boy is looking about for a field to go into when 

out of colle~e, distrlbutAon is one of the fiel~s. The 

ablest san I know of all these marketing nenp a professor at Coluabiap 

shrewd manp came froa either Minnesota or South Dakota~ Paul Lywtrou, 

ables~ writer on this whole field 

had his son graduate fro~ eolAegs 

of merchandising and Aarketiagp 

last year. £ftor lookin~ the whole 

field over, the son decided to go into the restaurant business. 

There you have what an expert did with him own boy. They have a 

restaurant six milem west of the western end of George Washir~ton 

Bridge. The fUndamental Industry, after growing the food, is 

feeding the people. It is Aess subject to depression. In all of 

theme thia~s the difficulty in the past has been that they have 

alway| been associated with aenial laborp the people of education 

and skill have gone very Aittle into it. Some people are discovering 

that. I think it is a great field and one that probably never can 

keep pace with the increase in efficienay either in production of 

agriculture or manufacturing. 

Q. To what factors do you ascribe the difference between 

the United States and Germany in ~anufacturir~ efficiency represented 

by fifty on your diagram? 

£. Tells it is a 

crete way about ~land 

F~ssle. X maid probably acre in a 

than I did about Oeraany. In England 

con- 
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undoubtedly the  whole s e t  of  s t andards  end a t t i t u d e s  developed 

by the  Labor Union Eovementp eh iah  i s  an old and r a t h e r  e~ah lAshed  

d e v e l o p a e n t j  has  a g r e a t  d e a l  to  do with  i t .  X have t a l k e d  i t  over  

a g r e a t  dea l  and have beech pu~sled by i t .  Wobody has e a t i s f e c t o r i l y  

expla ined  i t .  X th ink  one of  the  ~ s t  p e r t i n e n t  sug~es t ions  I have 

ever  heard i s  what one German f r i e n d  of  mine sa id :  "•el l j  one of  

the  g r e e t  advantages  you have i s  t h a t  you. have never  h,d the  f euda l  

syrtem. • That is, it is a peyeholo~icaA element, social element 

attitude of a man tew, r~ his ~rk, the incisiveness and decisiveness 

of the laborer. I have telke~ with ~merlcan manufacturers who have 

gone over there and observed their work in precision instruments, 

and I said to one man, "It seems to me that you peeple could go 

over there and ~et those instruments at less than half what it 

costs you over here." ~e ealdm "It does not work ou~. The Qerman 

laborer simply does not get the product out. He considers far too 

Ion~ before he finally decldes he has the machine set to go, and he 

will not work at the speed of the American laborer." It is a whole 

c~p~eX of  p~ycholo~ica l  f a c t o r s  probably  going i n t o  s o c i a l  quemtions 

t h a t  e re  awful ly  d i f f i c u l t  t o  f e r r e t  ou t ,  and nobody has ever  f e r r e t e d  

t~em out .  Of course  under the German government s i ne s  1920 they  

~ave had the labor movement in the saddle. That is, the social 

democratic party ~s the labor party, and if you know anything at 

all abc,~t the iegislation and the legislative restrictions on the 

employer that were in force in Germany under that regime you san 

see why that would have an effect upon the laborer. However, labor 
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is act my mpeclal fleld and I haven,t an~ apt explanabion of lip 

but the fact is there, proven by the output per person. 

Q. My questlon is conceruin~ the difference in ~hose 

percentages and the feet that our people cane from those Zuropean 

countries. Did our government perait our systen to develop? 

A. I think technical education is one of the things that 

has done it. Our er~ineerlng colleges used to be the subject or 

a good deal of derision, especially from the ~glish. X thank ~he 

colleges have unquestionably proven themselves. Our agriculture 

hes agricultural education. I thlnk~ too, that the people who 

came away fro~ thoje countries to start anew must have had Lu 

enormous aaount of initiative. I thAn~ of my grandparents, aarried, 

,,ith one child, getting on a sailboat at Rot~erdem and sailing 

six weeks to get over here. Today it takes six days to go on a 

fast steaaerp some go in rive days, some in four - it is too much 

to endure six days. My grandparents were six weeks on the boat and 

were on their own ~he~: they got here. However, all that does not 

explain it. T think freedom of initiative is the whole thing. 

Q. Dr. Friday, you spoke of the ~ea~Ares taken b 7 the 

Federal Reserve Board. Do you feel that s~ae tiaes when they take 

~easures, such as the7 did before '29, that period of the twenties, 

t~t their action, while we as~ have continued seez~n~ prosperity 

for a rise, only staves off the catastrophe and aakes it worse 

when it finally does occur? 

A. I doubt whether or not they. had any responsibility 



for the condition of 

enormity of i t ,  is explained in 

that for thirty-two years, as I 

' ~ .  l t h i n k  the  o a t a s t r o p h e  i n  '2% t h e  

e o n s i d e r a b l e  p o r t i o n  by t he  f e e t  

said~ we d id  n o t  have a major  d e -  

p r e o e l o n .  I n  t h a t  t h i r t y - t w o  y e a r s  we had p r a c t i o a l l y  t he  e o s p l e t e  

deve lopment  o f  t he  n o t o r i j a t i o n  o f  t h e  o o u n t r y ,  no t  mere ly  t he  r i e h  

man had an a u t o n o b i l e  bu t  e v e r y  start had one.  Imagine  t w e n t y - s i x  

m i l l i o n  of  t h e n  on t h e  r o a d |  They were not  n e a r l y  a l l  new. The 

big b u | i n e s s  in  a u t o m o b i l e s  i s  done wi th  eeoond-hand e a r s .  MmraT' 

more seoond-hand ca r8  a r e  so ld  t h a n  new o~e8. Tha t  c o m p l e t e l y  

d e s t r o y e d  t he  i n t e r u r b a n  t r a n g p o r t a t i o n ,  t h e  e l e e t r i e  r a i l w a y !  i t  

d id  auas£ng t h i n g s  to  t he  r a i l r o a d s ,  and,  much more impor t an t  t h a n  

t h a t ,  i t  d id  t h i n g s  whioh we a r e  h a r d l y  beg inn ing  to  s t u d y ,  which 

we have a lJ togt  no p r a c t i c a l  knowledge o f  - namely ,  t he  d e s t r u c t i o n  

oF l a n d  v a l u e s  i n s i d e  the  c i t i e s .  In  C l e v e l a n d ,  where t~ho banks 

had m g r o a t  many r e a l  e s t a t e  l o a n s  on b u s i n e s s  p r o p e r t i e g ,  i t  worked 

haves .  I d a r e  way t h a t  one n i g h t  make 8 p r e t t y  good ease  f o r  t h e  

p r o p o s i t i o n  t h a t  t h e  n o t o r i s a t i o n  o f  t he  Uni t ed  S t a t e |  gag one oF 

t he  s h i e r  c ause s  f o r  t h i s  d e p r e s s i o n .  The ~ o t o r  peop le  would no t  

llke that- they are good F r i e n d s  of mine,  awfully good friends - 

do not tell them X enid anything of this kind. Art any rate, it 

was such a change as the world had not seen since the railroad 

cane, and it did not take all ~he deeades that it took to throw 

the railroads aoroH the eountry. We did the whole blxN~a~g thing, 

roughly, between nineteen hundred Four to nineteen twenty-nine. 

In nineteen hundred four we were just getting started. X was in 
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t he  Ford s tock t ax  ease .  A thunder ing  v i c t o r y  was won and they  

did not have to pay t a x e s  of  seventeen  m i l l i o n  d o l l a r s ,  ( the  

lawyers took praetlca~ all of that f o r  fees) and I learned a 

great deal about the motor industry. 

~owever, that is merely one thing. I 

It is an anaming story. 

have spent a lot of time 

on the  electrical Andustry and on its hig~,ory. The electrical 

i n d u s t r y  in  1896-7 was nothing;  a few hundred m i l l i o n  d o l l a r s  

were inves ted  in  i t ;  a k i l o w a t t  of  e l e c t r i c i t y  was s t i l l  cos t ing  

twenty c e n t s ,  i t  c o s t s  four  o n e - h a l f  cent s  now. That expansion 

was enormous. The expansion of  t h e  t e lephone  bus iness  was comparable.  

(If you are hastening this meeting on my account, do not do it - l 

do not have to go to Mew York until four o'clock.) 

Coming to agriculture itNlf, look at the changes por t r ayed  

from 1900, where thirty, thirty-one, or thirty-two million provided 

the Food and the textile fibers for a population of seventy-five 

million, to 1929, when they were providing it for one hundred twenty- 

two millAon people .  That is an enormous change. In the meantime 

other things had happened. What progress| X mean on the technical 

side. We laid down a second transportation system over the country. 

J u s t  th ink  of  the road system and the m o t o r i s a t i o n  f rou  the s t and -  

po in t  of  your own problem of d e f e n s e .  In ease of  an invasionp i f  

it is possible to imagine one, (we are fortunately situated go we 

do not  have t h a t  problem in  the sense t h a t  France has) you can. 

l i t e r a l l y ,  load the  whole Auerlean popu l a t i on  on t o  the  motor 

vehicles and move them a t  one and the sane time. I would like 
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to see that tried. The point I an saking is that we have had gush 

an enornous period of  prosperity and advance in technique. In the 

meantime we had a var which destroyed a very large part of the 

whole industrial organlsation of Xurope and left it with problems 

and debts that were terrific and sueh as they had never dreamed 

of. England uidz "We are not even going to pay the interest 

on t h e  d e b t ,  we can not~ 

in  the  worldp hasn'  t i t ?  

we w i l l  not  v. 8omething new has happened 

When you cons ider  t he  meriougness of the  

depress ion  in  '31 when England went o f f  the gold s tandard ,  the  long 

period with all these changesj and then a world war, all of  those 

things together, it is not to be wondered at that we had an 

ama|ing depress ion .  Progress  invo lves  change. You can not have 

progress without change and chan~e involves great dislocation and 

great destruction of values - inevitably the old things go, those 

velues are destroyed. You do not realize that, nobody does, but 

all these win men toll you about mistakes that were mede in the 

*2~Owg. 

Are we helplems in  the face  of  a l l  t h i s ?  

th~ngg o o u ~  have boon done to n i t . a t e  the cond i t ion .  I am 

nixed up u~th the  Research OrgCnizst ion,  the g r e e t  I n t e r n a t i o n a l  

Bureau, the k ingpin  and o l d e s t  of them a l l !  I am Vice -Pres iden t  

of the Social 8elenee Roeearoh Counoil! I an connected with all 

those organiHtlon8 where you work for nothing (that seens to be 

my .tot) ,  

Undoubtedly some 

and what X ~ e l l  ~ o s o  people  i s  t h a t  we ought to  be 

economic change. We ought to be Lnven tor~ng  o r g a n t u t i o n g  
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such ag your ovnp eoMaeree, etc. We ought to be keeping traok 

of change|, l do not nean they need neoegHril7 be p~blAshed 

forth to the worldp all of thenp but they ought to be 8tudiedF we 

ought to see what Is happening j and then in some measure we ought 

t o  t r y  t o  see  how =uch of  i n s t a b i l i t y  i s  be ing i n t r o d u o e d  i n t o  t h e  

s i t u a t i o n .  The s o r e r  i n d u s t r y  went r i g h t  on and peop le  were 

worrying  because  ao such  was be ing  spen t  on automobi~e8 - peop l e  

would bank rup t  t h e u g e l v e e  - bu t  t h e r e  was no worry conce rn ing  t h e  

seeond t h i n g ,  what t h i s  was goAng to  do to  t h e  t r a n s p o r t a t i o n  

s y s t e ~  o f  the  c o u n t r y  and how t h e  ~ r a n m p o r t a t i o n  ahou~d be a d j u s t e d ,  

If the Interstate Comaeree Co~mlssion had spent half the time they 

spent on other things studylng the probable effeet of ~he motorisa- 

ties of the world on the big transportation prob~euw especially the 

railroads~ they would have done vastly sore good than they have done. 

I am not criticining them for it because none of us realised what 

was goLng om. I hope we san do something in research for wtabilisa- 

tlon and avoid another depression like this last one. 




