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Gentlemen of The Army Industr!al College" 

I was at New "fork last nlght pznch-hlttlng for my good fr!end 

( ) at a meetlng of the Nat~onsl Inaustrlal Conference 

Board They had three speakers, and they were all economists I was 

saylng to one of the men who sat at the table ~th me afterwards thst 

I dldn' t kno~ why in the world anybody wa~ted to hear an economlst after 

all that had gone on in the last nlne or ten years He sal@ he mrpposed 

it was a good desl iLke the slttmtlon that hls nelghbor experlenced a 

eomple of nlghts ago He was comlng home from hls club and as he aR- 

proached hls house he saw a man on the lawn on hls hands and kaees who 

seemed to be looklng for somethlng His nelghbor stopped an~ watched 

the man a mlnute and sald, "Did you lose somethlng?" 

"Yes, I lost my watch", the man replzed 

"Can I help you look for It?" 

"I rash you would I don I t seem to be makzng s~y headway myself 'J 

So they both got down and looked and pawed up the %rsss, but they d~ dn' t 

flnd the watch The uelghbor dld make the dlscovery that the ,~sn h~d 

been drlnklng so he thoug~ht he had better take a hand at orgsnlzzng 

the thlng. 

"Now we don't seem to be gett!ng ~uywhere ~et' ~ org~nlze it, 

plan it 

l~t's 

Suppose you tell me abou~ as near es you csn where you dropped 
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thls watch and we wll! start there, proceed, and exoana our operatlons 

and sooner or later we are bound to flnd it " 

The cbp thought that was a good Idea 

111 dropped it across the street about a half a block dow~ there " 

"You what?" 

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

~Man allve, why are you looklr4g here for it?" 

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

I have told that story every year for seven years now That is oue of 

the advantages of comlng here, you always hgve a new audlence But It 

is a good story because at allustrates the daffac~tlty of thls matter 

Economacs ~s an exceedlngly dlfflcult sub3ect when you get into the 

more intrlcate phases and especlally when you are talklng about sltu~tlons 

8 long ways from home, in forelgn countrles tb~t you don't ~_ow much 

about In Its fundamentals It Is snnple If it weren't you couldn't 

ever approach the th~ng and do anythlng ~th the sub3ect at all. It 

has to do wlth the sample problem of the scerclty of gooas that we 

need to accompllsh whatever ends we set up for ourselves, flrst and 

foremost, of course, the goods we need to malntaan a standard of hvlr~ 

for ourselves and our famlhes, and, second, the goods the people need 

in a soclety that has grad~tlons end degrees, and every succes~f[tl 

socaety of any slze has, if you are pleased to call It that, olagsrchy 

Or it mlght rlse to the extent that some people are ranked a good deal 

above others in nnportance, or certainly an the rem/~_ that they hold and 

the rem~iqerataon that they get. I needn I t imp_ress that upon you 



younger men in the Army No soclety has ever gotten along ~tho~t 

that. That probably Is due to some deep-seated reason in h~nan nature 

It Is the same when you are deallng ~&th the very important 

problems in the modern worl~ of national defense In all of those it 

is perfectly clear that you must have a large s~pply of the goods 

thst you need to prosecute the ends that you are after, that you have 

set for yourselves or that have been set for you 

I oftentlmes say when I am talkzng to poppY[at auazences that It 

Is an old, old story There is noth!ng new about economlcs, although 

you hear more about it in recent years It is as old as the Lord' s 

Pzayer Remember how zt goes: "Our Father, Who art in heaven, 

Hallowed be Thy name Thy kmngdom come, Thy vall be done on earth as 

i~ ms mn heaven " You haven' t asked for a throng yet You cert~inly 

haven' t talked about anythmng very spmritual Then come< the flrst 

supphcatlon. It is an economc one, rot spmrltual "Give us thzs 

day our dal!y bread " 

That Is economcs Thst Is the heart ~nd soul of it, that ~s 

the foundstlon of it. All humanlty has been more concerned over the 

scarclty of food, the great part of the world hss been ~uore concerned 

over that problem than over a~ other problem You h~ve got to eat 

to keep ahve Food ms incl!ned to be scarce A few fortunate 

co~ntrmes l~ke ours have removea the scsrclty, but thst ~s the funds- 

mental problem of econommcs. 

~hen you are comparlng the internatmonal dmstrlbut~on of economlc 

power, whmch ms a very large subject, certamnly for one hour, snd a 

-3- 



subject that anyone mlght well wrlte some books about, and people do, 

you have got to begln ~th that questlon How we]l are these varlous 

countrles svpplled ~vlth the goods that they need to malnta!n thelr 

standards of llvlng and to accomphsh the other ends t~t oeople of 

the natlons set up for themse!ves~ That becomes a questlon of the] r 

proSnctlon and flow of goods. Thlngs that we call the nstlon~l income 

represent all the goods and all the servlces that ace created ~ithln 

the natlon in a year That' s the natlonal !ncome, th~t's all it Is 

And when we compare the relatlve economlc power of these varlous 

nstlons we have got to compare the value of thelr productlon of those 

thlngs that they want wlthout our gol~4~ into the question of whether 

those are the thlngs they ought to have, they set up their o~uq ends 

end a~ms. How efflolent are they? The answer to that questlon is 

the @istrlbutlon of econommc po~er How does one go at that? As you 

men know, all modern hqowled~e, all sclentlf!c ~nowlcd~e, the sscer- 

tamnment of fact, is a questlon of technlque for the most part The 

one thlng that we econommsts have got is that we h~ve a few o~eces of 

technlque for go!ng at these economlc problems, and ~e Drove got one 

for golng at thls one 

I have been practmcmng up on The Army Inaustrms! College for 

the last seven or elght years so I have got it fslrly ~,ell lesa~ned 

and s~mpl~fmed Suppose you take r~ght now Germany, ~n ~-b~ch ewry 

one ~s ~nterested, or France, or Japan, or Italy, or Pussma Those 

are the countries that are most to the fore uow, ~n the publmc m~nd 
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You b~ve got to ascertaln themr relatlve economlc power as co~ered to 

the Unlted States How do you go about it? Ho~ can you get hola of it 

at all? You can get books and look at these, and f!nances, the natlonal 

income, but they ere all dollars, don' t you know Prlce levels s~e 

01fferent in the @!fferent countrles, snd every natlon summarlzes the 

value of the total productlon by the prlces at whlch you csn sell the 

dlfferent unlts, and they don't glve you a very reallstlc comparlson 

You alwsys feel that the thlng zs trzcky It Is, too To know the 

d!ff!culty and the danger of deallng wlth the money phs~e is !!lustrated 

by a story I read back in 1915 when Germany, you will remember, f!osted 

a great war io~ She had Intended, of course, as every srmy does, to 

clean the enemy up in four months That is the way theoretlcally, 

unless you can get out of It vathout flghtlng at all snd get the best 

of the enemy Germa~j dldn't succeed in that She started w,e~r in 1914, 

and by the summer she hadn't won In the f~ll of 1915 she flosted an 

in~mense war loaa, and people were rather conv!nced, especlally the 

bankers and such people, that Germany could never float some ~ach sum 

as 5,000,000,000 marks It was subscrlbed 5O~o more than the orlgznal 

or twlce over, and all of thst wlth marvelous success 

Two bankers, accordlng to an edltorlal wrlter ~n the old New York 

Sun, were rldlng Into tow from the country One of them sa!d he 

dldn't see how you could ever defeat a nstlon hke that, endless 

flnanclal economlc power The other r~phea that salter fifteen months 

of war you could float a loan hke that as easily as that as there ~,as 

no end to that The other fellow sa~d he wasn't so sure of that It 
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remlnded hlm of the two chaps who were taklng a trlp to Ca!ifornla They 

heard that whaskey was selllng~ for $i0 00 a quart In San Franclsco, and 

you could buy at in New York for $i.00 ~ quart So they bought t-elve 

quarts apaece and started off for Cal~fornla, it belng perfectly clear 

that that operatlon would pay for the whole expe~oe of the trap out 

All went well untal they got to Po~hkeepsle, and one took out a bottle 

and started to uncork at The frlend sald, "Here, what are you dol~g?" 

"It as all rlght, I have developed a thlrst, but I hve an ades 

At $I0 00 a quart thls is fafty cents a drlnk, and here is jour fafty 

cents " 

That was falr There was no complalnt about that The other 

fellow got to thLuklng about at, and Newburg, he took a drink and he 

pald the farst man on the basas of flfty cents, and so they vent across 

the contlnent takang alternate dra~/<s, and each had pald the other &120 00 

for the whlskey he ha6 ha~ But all the money they had left ~,~s f~fty 

cents apaece, and the whlskey was gone That as an old story, not an that 

verszon, but you have heard people tell at to you tnls way, about two 

bums ~@no started for the races and they took beer vath them to sell 

They paad each other s~x pence aplece for the drlnks, and ~hen they got 

to the races they dadn't have any beer and all each haa was s!x pence 

apaece. 

You can wrlte a book, of course, and say less aboat the dlfflcult!es 

of money and wealth You don' t get very far ~vlth tlus prob!e,n of 

comparlng the internatlonal dlstrabutaon, you don' t get far enough V~at 

I do about It - I gave It to you as a plece of technmque - as to approach 
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It from the goods end, not that I don I t know about money and credlt 

Cred!t zs a very sllppery problem It is so very easy to lose yourself 

in the intrlcaoles of flnanclal teohnlque I dldn' t invent that phrase 

You won ~t flnd it in any books yet - I haven ~t wrltten a book slnce I 

learned that. One of the dlfflcultles of deallng wlth problems in 

credit is that you lose yourself so easily in your thznk!ng in the 

intrlcacles of flnanclal technlque That Is why you get all k~nds of 

books wrltten by englneers on money I am amazed at it - books wrltten 

by buslness men, etc Those are long books and they are pretty in- 

volved, but It will help you to understand the book and to evaluate It, 

too, if you remember that for the most part you have before you slmply 

the experlences and the dlary of a man who has lost hmself In the 

intrlcacmes of flnancmal technlque That ms very easy to do Of course 

mt ms the same in mllltary affalrs, every layman can tell you now to wln 

a war, e~peclally the prlme mmnmsters at home - they are s hlghhat crovd 

If they went out they would lose themselves mn the mntrlcac!es of 

mllltsry technlque But I am qulte onto that fleld and yet kuaowlng the 

fleld of money and credlt as well as I do and ~mowlng the dauger of 

loslng oneself, I go at thls and deal wlth fundamental economlc problems 

~Tnen you are comparlng power - the internatmonal dlstrlbutmon of 

economlc power - the fmrst thlng you do is ask about each one of the 

two countrmes you are comparlng and see what part of the labor power 

of each country ms absorbed In provldlng itself wlth food, because thst, 

after all, ms the fundamental econommc want and mt Is certainly very, 

very mmportant from the angle of natlonal defense, where jou have got to 
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defend yourself by the use of personnel and where that personnel has 

got to be fed and abundantly fed You have heard "the army marches on 

its stomach", and that is the whole story in a few words You start 

there wlth the natlons, whether your problem Is defense or ,~@~s~t it Is 

Let's take two countrles that are self-sufflclent, that are somevfhat 

allke, that feed themselves, some don't, Great Br!taln doesn't She 

buys most of her food and gets It in the places In the world that ere 

cheapest But you take France, whlch is largely se!f-supphed, and the 

Unlted States, let's compare those for s moment tle w!ll take up 

Germany, Italy, and Russla after~ards 

In the Unlted States we menage to feed ot~rselves by the labor of 

that 21% of the people whlch llve on farms Of the galnful]y occupled 

people of thls country only 21% are on farms, and that 21c~ pro~ices 

enough food for ourselves, and enough_ food for export to pay for t he 

food ~mrports such as tea end coffee en~ sugar and s~nzlar troplcal 

products We ralse cotton enough for all our uses, inchdlng 

industrzal uses of cotton whlch are very great, especlally slnce the 

motorlzatlon of the country, and cotton enot~gh, in addatzon to that, 

for 150,000,000 people out of the Unlted States whlch we ezpol t That 

pays for the imports of wool, sl]k and moot of the rubber that we buy 

We do thst w~th ~1%, one-f~ft~ of the people on the fs~rm, one famzly 

in flve is on the land Twenty famlhes feed a hundred famzl~es 

Take France They requlre about @0% of thezr people on the land 

to do that same thlng They haven' t qulte 40~ on the land now, but the 

French have to export a good blt They export most of thelr silk and 
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some food but usually they have a good many tourlsts hanglng aro~uud to 

eat up a lot of the food In France it takes about ~ famll~_es out of 

a hundred to accompllsh what 20 famllles do In the Unlted States. 

Germany does better than France Gel~m~my 1~sn I t 40%, I thlnk not more 

than 30% at the outslde, a l!ttle less than that as a rule I will say 

Germany has somewhere around 29% on the land, but they don' t marmge to 

feed Germany, they have to Import more food and more textile flbers 
abo~t seven 

than France does It takes the product of / percent of the populatlon 

for export to get the fundamental necessltles of food and raw ~ te~olals, 

so that you have to add ? on to 29, whlch makes S6~ for Germany In 

Italy you have only about 50% on the land, but they have to export 

products of a full 10% of the populatlon in add~tlon, so they take 60 ~ 

And In Russla they have 80% on the land 

Now in the Unlted States 21 people feed a hundre8 people, in France 

40 people feed a hundred, In Germany 36 feed a hundred, and in ~1os!a 

80 feed a hundred, and in Italy 60. The end is all the same, Pssumlng 

that they all eat the same amount of food and use the same amount of 

textile flbers These flg~res are food productlon and textile flbers 

That Is so inrportant because, don't you see, it leaves you some varlous 

amounts of labor over for other thlngs - lumber 8oesn' t take ms~T people, 

and you have got to dlg thlngs out of the ground, but that doesn't take 

mar4v, people for transportlng raw materlals to factorles, for fabr~catlng 

it Into flnlshed products, for produclng ser~ices, electrlclty, etc 

For all of that you have 79 people odt of every hundre6, 60 !n ~rance, 

6~ in Germany, 40 in Italy and 20 In Russla These are left over for 
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other thlngs, that as, for dolng some lumberlng, some man!ng, oal 

productaon, tskang a!] th~s raw materaal and t~ansportlng it to places 

where it Is man~actured, where it is fabracsted anto products for use, 

transportlng back from the manufs~tttrlng polnt to the polnt of con- 

suurptlon For all of that you have got 79 people avaalable, but 

we don' t use them all When we get all of the above done, and produc~_~g 

of all raw materlal and food, you have only 60~o of your people employed 

The others haven't any jobs at all In Italy it takes that many just 

to do that flrst job, just to get the raw materaal out 

Now it is perfectly obv!ous that if we are any good in m~uag~ng 

that other seventy-nlne snd if they have any machlnery that Is really 

effxcaent, we can produce a whale of a lot of goods in th~s country 

compared wlth any of those other countrles Now I have told you more 

abou~ how to go about thls questlon and you know more of the relatave 

economlc po~er of those varaous nations -- nobody can ever add as much 

to your knowledge, af he comes here and talks ten days or ten weeks, 

becanse we are deal1~ v~th the fundaments] s of it You can learn 

lot an ad_dltlon to that, and I have some more observstaons to make 

But I thlnk that as the method of approach that is utterly ~mbeatable, 

and one of the ways an whlch economlcs needs to be approached ~e 

confusaon we have on these economlc questlons is the fact that ~e lack 

some such fundsmental approach of th~s Some pe~ole say you can't 

teach economacs an the grades or hlgh schools, as they are not mature 

enough. There are some phases you can' t teach them, take bank creS~t 

and its effect, and especlally the monetary stanaard and ats effect on 
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prlces That ~s an intrlcate questlon The nature of depreclatlon and 

evaluation ~-s a problem on whlch I have spent a good deal of tLme, end 

I make my !iVl~ largely In expertlng In ~ch flelds You are in an 

exceedlngly d!fflcult and subtle fleld, but thls klnd of thlng (indlc~t!ng 

flg~res on blackboard) you don I t have to have very much m~turlty to 

understand, children can under~taud it, the blacksplth, the co~zmon man, 

the bootblack, they can all understand thls. 

I gave a talk llke th~s in twenty mlnutes at one of the ~Tstlo~l 

Industrlsl Conference Board meetlngs Dr Vlrgll Jorcsu Is a very 

ittg~_br]ous man, and he always wears a whlte carnation mn hls buttor~ole 

He lugubrmously talked about the decay of socl~l po~er and enterorlse 

In the Unlted States, France and England and sh!f%ed to Genns~ and 

Russla and Italy and Japan and South Amerlca I got up and I samd, 

"Give me a red carnatlon " One of the real comnl~ments that I co 

get Is When people say "Well, I llked yo~ ~ lecture " Of course they 

say that s~%Thow, but the reason ms that they can understsna It. You 

can understand thls one, you cap_ understand it because It has to do 

u~th the slmple fundamental facts in human hfe Of course the great 

mass of the productlon of every natlon is cons~ned by the great m~ss of 

people !n m~!ntalnmng thelr standards of llwng The rest of it that 

isn't consumed you use to add to the wealth of the natlon to produce 

durable goods, such as houses, rosAs, rsalroads, Instltut~ons, etc 

That ~n any ~at~on w~ll normally be about 16~ to 20~ 

When I f~rst got ~nto the Government I made an estimate ~hen they 

were trymp~T to float the loans ~n 1918 It got to ~cAdoo, who was then 

Secretary of the Treasury, end so the fmnal result was that I was broDght 
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znto the Treasury, and I planned the war taxes in 1918 myself ! h~ a 

lot of trouble balsnclng the budget My problem was slmple' They 

bro~Tht me in and sald the Presldent and the Secretary of the Treas1~-y 

and someone zn the Army, I forget who, had declded they ~rere golng to 

have another yearts flght!ng Secretary ~cAdoo felt we wol~Id probably 

spend about twenty-f lye bllllon dollars that year and that one-thlrd of 

it should be ralsed by taxes That was my problem, to rslse ezght bllhon 

dollars. '~e had to expect some squawkzng from the publlc I sat aown 

from the 8th of Aprll to the ist of September I hsd a desk ~nd a half 

a stenographer, that was all. We made it, the people ~ere p~tr~otlc -- 

the proper balanczng of the budget I balanced the budget It ~ss 

v 

sazd that people won' t !Ike it. To make a bunch of taxes that are 

popular ms as ~nposs~ble as it ms to be in love and act t~sely But 

zt Isn I t a questlon of Whether your taxes are populsr or not The 

questlon is whether you ralse the money. That is the questlon If you 

ever do have to balance the budget, if you get flnally to the oolnt 

where, let us say, we have a mlhtsry dlctatorshlp in thl~ country - 

and we mlght have to have that --in the Isst analysls there is no way 

of keeplng order except through the Army A lot of people @nn' t ~ow 

that in Amerlca I hope they vall never have to c~scover ~t 

Remember Lugmo ~n Argentina? It happened ~n 1930 He had tb~t 

thlng sewed up tzght, he was a dlctator 

spec!al!sts in South Amerlcan finance 

~n~less the Presldent slgned a voucher 

I belleve you men must be 

They couldn't oay out any ~ouey 

So the Presldent moved out of 

the clty, rtook all tLe vouchers there, plied them uD, ant s_gne~ none 
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of them That flxed them, by Dove. That was the last of the countr!es 

dovm there to have a revolutlon They started in the sprlng wlth the 

Dom!n~can Republlc and thls man Lugmo, who Is the presldent now, was the 

general of the Dommnlcan army and, strangely enough, after he had 

restored order and all, dem~u¢]ed that they take the presldent That is 

the way mt is done They had a revol<t~ tlon, scud I thmnk it was the 

students of the mllltary academy ~@no went, ragtag and bobta11, after 

the presldent Well, what can the army do ,~hen the presldent is attacked? 

So the army attacked the mob and got hold of the oresmdent, and to protect 

hnn they dad what~ Do you remember it? You want to remember It You 

may have to get up your technmque sometlme, -- Norfolk is near, you .~no~ 

They put h1~ on a battleshmp where no mob could get at hnn ~ni they 

convoyed the battleshlp wlth other battleshlps He went out to sea -- 

and he never dad get back I It's as smmple as that, you know It's all 

in the technmque 

To come back to my subject now, obvlousiy the people !n thls country 

can do a lot of dlgglng out, a lot of" manufacturlng We b2ve done all of 

thls, prov~dang the people wlth goods, really makmng the goods and novlng 

them to the place ~here they are golng to be used, sna bmvlug people to 

sell them In industry, trade. People complaln that the populatlon in 

merchandaslng has grown so much more rapmd3y tha~ the pooulstlon devoted 

to manufactur!ng That ms not surprlslng There Is a sm,nple reason for 

it A person in manufactur!ng, cormnon labor, works ~71th 4 horseoower~ in 

thms country In other countrles he works three or two or one ~or a 

labozer Vhen you can do that all you need is to use a mscnlne to 

accomplmsh !t That ms where mnventlon comes ran, mf jou h~ve got plenty 
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of energy. Then if you can flnd a machlne for convertlng end tr~qs- 

mzttlng energy you can go a long ways zn ~anttfactur~ng, but zn the ~metter 

of merchandlszng It is dlfferent Go do~rn shopplng ~rlth /our v lfe or 

ds~hters, and see ~at happens You go dova~ to buy a sult of clothes 

that the tailor has msde -- zt's an zmportant ¢leczslon, it takes tz?ne 

and you don't want to be hucrled, you kno~ As you get more goods to 

merchandmse and as you multiply the number of goods we have In thzs 

country that is mantu<actured, naturally you have to h~ve more people 

to sell In the other servlces we haven' t ma~e any improvement, 

perhaps a llttle, but not much In populatlon the cltles have gro~n 

so much that any improvement you have maae has been pretty ~zch sbsorbed 

by the increaslng dlstances you have to go Over and above thst, you 

hsve got a great mass of people who are not engaged in the msnufacture 

of goods at all and who do practlcal!y nothlng ~-!th respect to goods, 

people who manufacture servlces, of course, llke electrlczty and tele- 

phone There are teachers and preachers, slngers and doctors, economlsts 

and such fellows ~o are engaged at these other thlngs They are the 

people whom we put on old age penslons at slxty to get rld of them, 

and these o!@ professors' hearts are broken, they love tea2hlng One 

of the reasons for not gettlng znto teachzng io that you are retlred ~t 

the age v~en you are very actlve Teachlng zs just a kzn to actlng, not 

a kzn to research It doesn't mean that some teachers aren't rear 

researchers, they are But you b~ve also the jouth of the country 

We he.re got to hsve plenty of tzme to get the boys and gzris ecazcated 
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All of vThlch means, however, that when you are thro~_ !nto v,ar 

you hsve got an enormous amount of ~oersonnel t~t you can take out of 

these so-cslled useless act!vltles xn the sense that they are contrm~utlng 

nothlng to the immedlste problem in hand and utlllze them in other llnes 

I suppose you people know just how blg an army we could m~inta!n In the 

fleld for years at a t~me Ten mllllon would be a small number for this 

country if you went about It seriously Certalnly in natlonal defense 

you would have no trouble In malntalulng and feedlng stead!lp rlght along, 

as long as you could keep the enemy pretty ~r~eli a~aj, ten ~liilon people, 

they coald certalnly be mustered because we here them You h~ve to have 

very few people in the manufacturin~ of passer~er automobl!es We ot a 

lesson in thls The number of automobiles in use and belng drlven st 

the lowest polnt of the depresslon was only i0< ] ess thsn In 1929, and 

they drove them just about as far and as fast as they dld st the very boo~ ~. 

Of course the automobile manufscturlng concerns had droos ~rom flve s_nc a 

half mllllon to one and a half m!lllon, but you dldn' t neea to msnufnc~ure 

new automobiles 

Don ~ t ever try to put on war taxes or bsla~ce the bu84~et unless you 

have got the courage to do %,vo throngs f~rst, put on a sales tax r~ght 

down the l~ne, don't exempt anything except foo@ ~na ~i! that The~e ~s 

no t~me nor place for that ~n an emergency, and, second, ~f you sre mn a 

bad smtuat~on, as ~ennany was ~n 1924 and so on, you b~ve got to p~t a 

tax on wsges snd salaries. ~hose w~ll raise the money. You can' t get 

your ~ncome w~tnout psy~ng your taxes on ws~es and you csn' t s~en~ ~t 

without paymng a tax 
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I have tola you more about the maklng of ta~es -- I here told ~,ou 

all the trade secrets But that Is all there is to !t You c~n see zt 

is a mattel of common sense You can levy taxes In m~ny ~eys, but you 

cs~It collect them You have got to put !t so that they cet collected, 

and, as I say, when a man gets hls !ncome you have got to collect it ~s a 

condltlon to hls gettlng pald and as a condltlon to hls soendlng it. That 

is what you do 

I want to say one more thlng shout the d!fference in econom!c oo~ er 

between these natlons Thls isn't all of it In t~he Unlted States ~ ou 

have got 79 people as ~galnst 20 in Russla It ms perfectly obvlous t at 

the Amerlcan farmer has got the others just beaten off the f~ce of zhe 

earth for efflclency measlzred by output Tell re v~ny he ms more efflclent? 

You can ask me that questmon afterwards !n the dlscusslon It is clear 

that mt takes twenty-one famlhes out of one httudred to feed Amcrlcan 

fsmllles, and In France it takes forty to feed a huno~ed ~mll!es. The 

Amerlcan farmer produces twlce as rmlch as the Frecch farmer because It 

t~es twzce as much to feed a hundred fsmllles, sa~d ~,~e a~e three t~e~ ~o 

efflc~ent as the Itsllan farmer, due partly of course to the rester ~w~ocnt 

of so!l he f~s to work and the fact that, hevn¢~ ~ore soli, he c~n kee~ ~oroes 

and supplement hls own labor wlth the energy of the horsec '~) r~a~d - 

father owned twelve acres on the Rh~ne in Gern~si~y Cver here he bo~ ~ ht 

hmmself emghty acres, and they ~ere worth !eso then the t elve acres, 

but over there he could keep a horse provm6ed he worked for the qe~ hbors 

part of the t~me Over here he coul6, on e~ghty acres, ramie enot~h fooa 

for h~nself, for all hzs horses, and have foo~3 left over to ~ell Tb~t 

• s why our farmers are mo~e efflclent. 
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In Russla It takes elghty rammers to feed a hundred people, while 

wlth us it takes twenty-one She never can false the standard of flying 

materlal!y untll thls !s do~,m to at least forty femllles It has jot to 

be as efflclent as Germany and France in agriculture, in food oro@uctlon 

Did 2ou ever stop to thlnk what it means, ~hst klnd of a job that Is? 

It Is qu~te a 3ob to teach them, to begln wlth The peoole brave t~ be 

taught to do work by sclentlflc methods, ~ath mach!nery, etc You can 

do a good deal of that vath the methods of co~munlcatlon, ~th radio. 

But it ms a slow buslness, I should say it would take forty to f~fty 

years, if you had no revolutlons and no wars externally In about forty 

or flfty years she mlght get to the polnt where she coula feed herqelf 

wlth 40~ of the populatlon Suppose she has 175 ~ 000 , 000 neople She no~ 

has 80~ of that on the land, whlch is 140,000,000 people If she ha6 

only 40~ of ~he people on the land that would be 70,000,000 ~Yh~t can 

be done about It? You have got to have seventy to-ms of a m~lhon emch, 

or twenty towns of a mllllon each and forty of someth~_ng else, nr so on 

down You have got to bulld bulldmngs for all of those people, you have 

got to put stores, factorles, etc , in, you have got an enormoas problem 

of investment, don' t you see? 

Back in 1931 people always used to ask s£ter the lecture, ,,v~n~t ~o 

you thlnk of lhlssla and what if lhlssls succeeds vlth the flve ye~r ~l~n ?'' 

~y answer was that that of course would greatly st~mul~te ~ndustr~ ~n 

Amermca They all thought that mf Russma go~ thins mncressed ter~ rotary 

accor@~ng to the f~ve year plan then she w~Id 3uot g~ve her goods ~ay 

and embarrass us The great mass of the proauct~on of every nat~on 
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Is blosted up In the ma!ntenance of her stsndard of llvlng and In the 

increase of her stsndard of llvlng, and if Russla bins good luck for 

forty or flfty years ana gets thls down, then they can hve as ~Tell at 

Germany and France nov do and half as well ss we do. Of course vTe yon I t 

stl!l be ~here we are now, but it throws the whole thlng into some sort 

of prospect lye. 

So I say the Amerlcan farmer !s four tlmes as efflc~ent as the 

Russlan Someth!ng llke tl~t also applles to these people insofar ~s 

they are engaged, not in merchandlslng or in lecturlng or in acil.ng~ or 

what not, preachlng and teachlng, but insofar as they ~ork ~n factorles, 

work wlth machlnery and power, there Is 3ust abo~t the same dlffere~ce 

zn efflc!ency. If you have been readlng thls Russlan 

efflc!ency stuff you will f~o_d that it takes about four t~mes as many 

Russlans in the factory to ao a certaln plece of ~ork as !t does In 

Amerlca You f~qd mt takes about four t~nes as many people in bulldlng, 

fou~ tnnes as many man hours to erect a hoase as in the Unlted States. 

It runs in perfectly uncsu~y fsshlon, and everybody ,~ho has ever pro- 

duced in @ermany and France knows that it takes from two to two and a 

half to mske the s~ne thlng I~mng the war and before you he@ th~s 

talk of German efficiency I hsve l~ved mn German~ s ~'ood bit ~n my o~y, 

I speak ~t and reaa ~t. You don' t here to ask an Amermcan sbout their 

effmc~ency Rea@ P~tcamrn,or read Juhus Hear t's book, he v~sn't an 

~ndustr~al~st, he ~as a m~n~ster ~n the Soc~s~l~st csb~net n,~ ~ss 

h~mself a soc~sl~st 
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I delivered this lecture ten years ago (by the ray, tl~s is s~. 

annlversary) in the old ~orelgn Po!Icy Assoclstlon Arthur Salter es 

on the program and I was on it, and an econom!st from the Sovlet ~as 

there. I trled thls out, and slnce the economlst from the Sovlet 

was on the program they had the Rus~lan News B~rea~ t~klng do~1 the 

stuff and they cabled thls speech of m!ne back It was a very short 

speech, as I wanted Arthur Salter to have more tlme ! gave ~olf my 

tlme to hlm I dldn't read Russlan, but my ~rie~as reoorted t~st 

there were numerous controversmes over th~s accusation of m~ne thst 

It ~ook four tlmes as many Russlans as it did imerlcans Tb~t is 

perfectly obvlous on agrlculture. They got mnto a ro~ bet,~eeu the 

young communlsts and the rest o ~ them. The youm<T communists sald I 

was rlght only It was a disgrace to Russla thst a cspltallst h~d to 

call thms to Russla' s attentlon. 

There you are, end there t s my story Now so~e of you w!ll say at 

once, "Yes, but you are runnmng up Amermca and rtu~n~ ¢,o~ Rushes ~nd 

Itely " I am not, I am saymD~ th~s purely factual, purely scme~t~mc~,lly 

Even taking up that questmon and coas~der~ ~t, that ~sn' t the ex- 

planation, that we have greater ~%tur~ol resources Sure ~-e do, but ~,e 

had ~ust as great natural resources ~n 1880 It took 50:$ of the 

Amermcan people, that ms, f~fty were on farms They exported l~ttle 

more farm products than we do no~, but we consume@ less, certainly less 

textmles were used mn the country, and we had the same natural re- 

sources ~ut we have made progress between here and there. ~e have 
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done thlngs to industry, we have developed methods in agriculture. 

The percentage of our people on farms in 1900 wao 36 and if we had today 

the same nt~nber o~ people on the farm relative to the total pooul~tlon 

we would have on the farms a little over 50,000,000 But we don't, vTe 

have about Ii,000,000 ~e have made great progres~ in agriculture 

alone 

The Agrlcultural Department of the Unlted States is a research 

organlzatlon that chsllenges comparison in the whole world ~e do more 

agrlcuitural research than the ~ole world, and we glve those forelgn 

countrles the result of our research for thelr mere ssk~mg That1~ 

why we have as many frlends as we do. But the fac!lltles the De- 

pertinent has for gettlng informatlon out among the peoole to the county 

agents and all of that are marvelous 

Of course, to see such a nation as ours, after they trled to "Give 

us thls day our o~lly bread", praylng for an abundance of food, and 

flnally the Lord answers the prayer and thls country has an abtune~nce 

of food and the prayer Is answered, then Congress goe~ to ~ork and 

appropriates $500,000,000 to see what It can do to stop it That's 

not economlcs. Then we here an awfully ambltlous Secretary of 

AgT1culture, but without saylng a word of crltlclsm -- I ~m all for 

h~n as a corn breeder He can make four ears of corn grow where one 

grew before. Farmers may vote for hnu or not, I don I t know, but 

enyhow thls is a greet country to be in You know, you h~ve to 

approprlate money out of people ~ s pockets Ln order to get ~oney to 

bribe producers so they will produce less so the consumer ~ii 
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permanently be req~red to pay more. We h~ve enormous capPcltl zn 

th!s country for dolng 3ust what we want to Co It is nobody's buo!ne~s 

if we want to do it that way It's all rlght That's the only way 

tb~t you can Dustlfy a lot of thlngs you h2ve done In hfe But, as 

I say, here you ~L~ve much the same dlfference In efflc!ency ~n the 

fleld of productlon. 

There Is a whole fleld out beyono productlon, in the renderlqg 

of servlces where you can' t, of course, apply power and therefol e 

there Isn't ~ great efflclency. I suppose the German or Fng!ish 

or French belleve thelr syste~ just as efflclent They are, too ~t 

there we are 

Now, as I say, we have made enormous progress over the last f~_fty 

or slxty years in thls whole matter Then we stood some~ere bet ~een 

France and Italy, smd a hundred years ago we ~tood vhere Italy ~t~n~s. 

And we have come from there to here in econom!c progress Now we stand 

and have evldence of contlnulng to stand far !n the forefront of all 

of these other natlons. 

Last nlght I ~s slttlng at the table wlth a m~zltlons nanu- 

fscturer after the speeches at thls Industrlal meet~og. He sake@ me a 

questlon He sald, "Now then, suppose Germany has her 64 people and 

60 are m~nufacturlng munltlons, aud we b~ve ours manufacturlng h.-~st!c~s 

and cosmet!cs, then what about the relatlve economlc poTer?" Thct vas a 

clever question He was grouchy because the Government ~s r~d~nd the 

munitions people,and he he@ res~son to be troubled But t~nt c~u easily 

be turned around very qtuckly You let the people aoproach anything 
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l~ke natlonal danger and we have got the ablhty to change over, a~ to 

meet the sltuatlon There is no doubt about it ~Vhenever ~ou get to 

thlnk_ing of thls questlon s~d hes~ people ts//<.ing ~bo are ~or~ed !nto 

hysteria over thls danger because of the rlslng economlc oo~er of these 

other ~mtlons, don't let st worry you So far, there nre none of them 

that are ~ithln g~nshot of us or have any chs~ace of gettlng v%thlr -t~- 

shot on the economlc slde for a long tlme to come 
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"InternatlonalD1strlbutlon of Economlc Po~er" 

DlsoUSSlon. 

Doctor David Frlday 

September 23, 19S8 

Q - Dr Frlday, I belleve you predlcted a number of years ago in 

1936 that we would have a depresslon In 1937, I th~rLk I thlnk ~t 

mlght be very interestang to all of us to know some of the factors on 

whlch you made that predactlon. 

A - I thlnk I probably sald 1938 I know i dldn ~ t have It quate 

rlght I can tell you that I msde that pretty slmply w~thout golng !nto 

at much deeper tl~n that, after every one of these major depresslons 

such as that last one (we hadn't had one for thlrty-tvo years before 

that - sance the 90's ~nen I had~my worst one) we have a manor 

depressaon. We lind mlnor ones an 1914, 1921, and 1924 but after 

every one of these you can be perfectly sure that when rev!vel comes - 

tunless we have had very serious polltlcal dassenslon - that you get to 

a polnt where the rewv8l will run rlght stralght to the smazar~T nolnt 

where !ndustrlal product~_on dupllcates the pe~k ~hlch you re~ched in 

the prevaous war That means that an 1929 you had a peak at 125 (that 

Is the Federal Reserve Board andex of andustrlal productlon, not 

agrlculture, but mlnang and manufacturang) - that means not 125 to 

the average products for 1923 to 1929, but bushels and gallons, etc 

And at would run up hagher from about 97 in 1920 to 125 an 1929. 

That was the peak Then thls ran clear off untll it stood at Dust 

half that - 59 in 1932 an t~he summer through July, and agaln an 

1933 in March In the mesntlme it fell back 8bout a dozen oolnts 
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from that We hsd a qulck rlse in 19SS just l!ke thins up to a 

hundred and then we fell here (polntlng to chart) aud got do~m, ~nd 

we are golng back up. That normally should have been there or a 

llttle above In 1920 we drooped and went back to a h!gher nolnt 

I was predlctlng that thls would go on for some tlme In 1937 and 

19Z8 But we never made t~r~t last rlse Now the reason I thought 

it was golng up there was slmply that that is the natural thlng for 

It to do. Why Is it natural? You come agaln to the very fundamental 

proposltlon that there is no reason why it shoaldn' t have gone up 

there due to the falhng populatlon You have al i the m~chlnery and 

all the land and havlng all there was, it is the natural thlng for It 

to run up there It takes tlme to get yourself readjusted and you 

come to the questlon of ~hy there is any such decllne as thls The 

questlon ms confuslng, it confused me 3ust as much In the 90' s In 

the sprlng of '94 I left preo school to run ~z mother's farm I c~me 

home and I wss 3ust as confused ss the rest of these people are tods~ ~. 

I couldn't see any wsF out at all I read Hem~y Jord~m' s book - I could 

see that the rlch people had male thelr money out of ownlng laud or 

oll wells, but the mauufacturers were getting rlch over all the f!eld 

of economlc wlsdom I flnally became a soclallst in 1914 That ms 

the way of It, but you presently got to be 28 years old and you do hsve 

to be conwnce8 We don' t ~mow very much yet about ~hst csuses these 

major depresslon buslness cycle maulfestatlons Those are the sort of 

thlngs we had in 1921, 192~ and 1924 Then we h~ve a deoress~on and 

the strange creatlons themselves automatmcally go on These major 
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depresslons are produced by these economic changes we go through, 

changes in our monetary system Prob-~bly between 1894 and 1897 we had 

fmve blllmon dollars of bank credlt outstaudmng In 1914 we had 

181,500,000,000 In the last wsr not a word wss samd shout inflatlon. 

Durlng the war mt doubled and went to 38, dropped to 33, and ran uo to 

55 In 1929, dropped off to 38 mn 1933 You can' t stond that much 

shrmnkage mn your bsnk credit We are bsok uo to about 54 egaln now 

Thls ~ay people have made up thelr mlnds tl~t a lot of thlngs that 

were worth money were bumldlngs and lots and bus!nesses Thins is the 

smtuatmon where new factors enter and create new values, emd then when 

you get Into your revival, you run up to thls amszlng thlng z the 

sltuatmon here (chart) Those are the new forces Teke, for examole, 

rsyon I happen to know someth!ng about that R~@on mn thls country 

wes used to the extent of 1,200,000 pounds mn 1920 By 1925, mt wes 

50,000,000 pounds When do you thlnk rayon was flrst patented? In 

1885 - 36 years before 1920 In 1925 we went to 50,000,000 pouuds 

In 1920 125,000,000 pounds of rayon products were used rmght on through 

the depresslon, untml !n 1936 mt was 300,000,000 pounds That ms the 

kmnd of thlng that runs up industr~/ There was Jaoen - they dldn I t 

llke it - they were trymng to keep the orlce of silk at $o a nound 

end it was $1 06 That is a new forelgn sltuatmon, the constructmve 

factors always over-belance the destructlve ones What ms land worth 

on K and L streets? People bought years ego as an investment, when 

they asked me whether they shoula sell rot, I sa!d "Can you sell mt - 

for cash, not milk tlcke~s, I mean?" Addlng, "If you can, sell it 

because the automobile transportatlon ms Dust Dumpmng clear over that 
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thzng That is the klnd of thlng that happened Look at the sztua- 

tlon on Euclld Avenue In Cleveland They had the automobile industry 

pulllng the values out that w~# The great aggreg~tlon of people left 

and the place between was a place to drop through They were mortgaged 

to death In the Natlonal Bureau of Economlc Research - of v&ich I 

happen to be presldent thzs year - you have that Well, the thzng 

tbt I thought you were golng to ask me was ~hy we bed thls recesslon 

aftervzards When you get up here (chart) about equal to the peak 

then you have a short, sharp recession Depresslon c~uses a recession. 

The democrats are rib%t, absolutely, ! have always ssld whenever I have 

had to talk about that sub3ect About the flrst th!ng the economlsts 

ask zs why thls recession came In 1938 rather than In 1939 The reason 

it dldn't go up through there (chart) !s somethlng found In certaln 

thlngs that happen pretty clearly The fact that labor began to make 

demands and that the cost of labor went up ralsed the cost way up 

above any advance ~n prices, such as occurred earl~er Furthermore, 

take the sntomoblle Industry. In 193b and 1937 wages went uo twenty 

per cent and the eff~clency went down, and you have got among other 

th!ngs people cavortlng around and you don' t get the efflclency that 

is necessary First and foremost the great rlse in bulldlng costs in 

materlals much more than in labor stopped Inc!plent balldlng revlv~Is 

We went uo 8 llttle but we ire not a thlrd of the w~ yet to ~ny real 

bulldlng by now By July it was clear that that had flzzled and that 

was one of the th~ngs that brought the recession on ~ere was the 

criticism ~n h~gh places of the r~s~ng price level to a point where 
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it was 88 in 1925 It wss a throw-beck to the 192~ level We gave 

~srmngs agalnst them They were too hlgh That was enother factor 

Out of undlstnbuted proflts came the rlse Take Henry Ford I was 

in the Ford shop ~ath the result that I found out that thls was 

exactly what Ford dld- made s proflt of $167 a car on the average 

Mr Cameron ~ W1111am J C~meron - in a S-~udsy evenlng radlo address 

In 193o on the thlr~j-thlrd an_ulversary of the Ford Company whlch w~s 

orgsnlzed in 1903 ssld thev hs~l ms~le $20 a car But they went on 

mi~ing ~23 a car when they were gettlng the!r start For the years 

from 1903 to 1919 they averaged $25 a csr The bu!ldlng grew up out 

of ~ts proflts, they never borrowed a dollar, thst is whet new industr~es 

do They become so attr~ntlve to the publlc that they can m~ke orof~ts 

They btuld up, you see, the industry out of these proflts The undls- 

trlbuted proflts were the reason for thlngs of that k!nd Now I thlnk 

thls revlval is a real one That was my subDect l~st nlght I thlnk 

thls rewval will go down to 76 in Nay end June, aud that decllne from 

108 to 76 is the most rap_id ~_n hlstory There was bound to be ~ decllne 

and we were so close to the last depresslon for thlrt~-t~,o years thst 

we were perfectly hysterical You have heard, perhaos, that ~n Me~ch 

I ss~d th~s ~s the reguler pattern of a short, shsrp recession People 

felt that was not so, that ~t was stupid not to see t_hst th~s was a 

depression and would go on for e couple of years, but ~t ~s certeanly 

going where many of ~ts c~t~zens ere going to go when they ~e In 

July ~t wasn't 76, ~t was 8~, and for August ~t w~ll be about 80 or 87, 

and before the end of the year you w~ll see that oroducts at 95 w~ll 
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probably be a hundred in December I expect to see thls thlng go up 

through and above 125, that Is the regular pattern That is the 

answer to your flrst questlon I thlnk that the thlngs that brought 

thls about, brought it about a year esrller T~e oeople who thought 

they couldn't be brought about were labor leaders If they had any 

sense they would have been oreparlng for the dey when it was sure to 

come agaln And I hope I 4~n right zn wb~t I am oredzctzng for th~ 

future 

Q - The very interestlng flgures there on the board false the 

questlon In my mlnd - where does Great Brltsln stand In thls p!ct~ire? 

A - It is llke thls Great Brltaln has only about 8 or 9 per cent 

of the people on the land and the great mass of her food she gets by 

sxoortlng her manufactured products and brlnglng in imports They 

learned that a hundred or more ~ears ago when she was the leader she 

learned how to apply the steam in the co~l to the problem of mauufscturlng, 

partlculsrly in textiles, and for the earl!er part of the last century 

she kept the machlnes - the mauuf~cture of them- a secret Robert 

Fulton after he flrst got the idea had to walt before he co,31d get 

Great Brltamn to export a steam englne They found then that it was 

a good deal easler to send out good which are manufactured by the use 

of energy and bnng in your food and raw materlals With control of 

the sea in those days, she could do it I don' t _know What may be the 

outcome Great Brltaln probably won' t use more than 25 to 30 per cent 

of her labor power In feeding herself She cau ourchsse wherever It 

is the cheapest It's down here not qulte as good as It ~ly, not as 
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bad as Russla - somewhere around there (chart) 

Q - On your percentsge, if the 21 per cent were our modern methods 

before they increase that snd increase the 79, whst is going to hspoen? 

V~at !s the out on the 79? 

A - We are golng to do just what we dld In the l~st 20 years Let 

me illustrate. - Were you asklng tbt questlon becsuse we were volclng 

all the thlngs on wh!ch we were about to be surorlsed? I don' t look to 

be G2 years old, but I ~mll be next week, so I have l!ved longer than 

most of you have, and I can remember some of these th!ngs you don' t 

remember I remember my graudfsther on my mother's slde telllng us 

what was wrong wlth thls country in ~96 He was a great tslker He 

sald the trouble was that on hls farm he used to have to have four men 

cuttlng a ten-acre fleld of ~heat and then you had to _have four men to 

blnd these up into sheaves So you had elght men a day or a dsy and 

a half for a ten-acre fleld of wheat. Nowadays you put on three horses 

and In a day you cut that wheat and it is all tled That is, one team 

of horses does In a day what elght or ten men dld before. That is the 

trouble, that is Ehy all these people sre unemoloved Thls is nothlng 

new In 1900, for exile, we have the galnfullp occuoled dlwded thls 

way (chart) on farms, In 1930 10,400,000 The OoDulatlon of the country 

wss 7~,000,000 In 1930 It was 122,000,000. That ms 4o,000,000- the 

dlfference between those - that is as many as in tb~ urated klngdoms of 

Brltaln and Irelaud That was 35 per cent gainfully OCCUOled I 

suppose s m!lllon of those are mak!ng farm n~chlnery and blnder t~vlne 

snd maybe trsctors aud gasol!ne fo~ use In the tractors snd some other 

thlngs. They are msklng thlngs that require less work on the f2rm 
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At that t!me there was no automob!le industry The slx mllllon people 

today engaged in worklng on the raw materlal used in bulldlng new cmrs, 

tlres, and so on form a new industry In maklng parts the flnlshed 

automob!le !s thought of in the merchandlslng, advertlslng, and selhng 

of them In produclng all and gasollne for use in them, bulldlng roads 

and maintalnlng them, bulldang garages end fllllng statmons, smx mmlhon 

people are used These people are now dolng that and furnlshlng us wzth 

all of these automobile servlces - that ms the dlvldends of progress 

It consmsts, however, In parts F~rst the work co~J1dn't have been done 

If ~e hadn't released people from the old industr!es 

The in~rovement in clothes msn' t so bad because people west 

more clothes All they need is someone to change the style What we 

do is to fill the closet w-~th salts, then when depresslon comes we 

wear out the old clothes But no so wlth ~omen, they have to keep up 

wroth the styles There ms ~n industry v.~qere you could have a great 

deal of expense Everybo6[y wants houses, Improved houses The new 

mmproved kltchens mak~ the old ones obsolete You he~ve got the labor 

un!ons przoarlly aud the bumldID~T materlal But now yo ~ have got not 

only to Improve the technlque of these slx mllhon people but you have 

got to have somebody there to try h~s mlnd to develop new products, more 

attractmve products, that ms what these fellows in the automobile mndustry 

try, all the way from Chgrles D~e~ and Ransom 01de and Henry Ford aud 

Jordan and Packard Then there are these young fellows who help the 

~atomoblle manufacturers My flrst car was a Hamnes ilght Six - why 

"Imght" I do not know. Those men slmp_ly made a new Droduct and the result 

is that today we have more people worklng no harder We have not only 
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all the people, we h~ve got the whole inSustry and all the ro~ds and 

all the rest Bankers and others ~ere oerfectly sure thls was plumb 

golng to ruln the country Nor dld anybo<y foresee tbt the automobile 

would be llke thls That Is the answer, tb2t is the problem of com~le- 

mentlng economlc progress in two parts, improvlng the loglcal industry 

and developlng these ne~v products A decllne of industry will be 

illustrated by a decLne in the blrth rate You want securlty and 

comfort, you probably won' t have emohaslzed so much economic orogress 

but as long as you do and as long as you want better standerds of llvlng 

for all of the people, you are bound to have thls problem of complementlng 

It You can' t have progress wlthout change. When you have change you 

upset throngs There ms a book on the subject, it ~ss wrltten two or 

three years ago I suppose If anybody ever read the book they would 

try to make me rots crltlc The book was vacltten by Allen G B Fisher, 

called "Clash Between Progress and Securlty" It is a good book because 

It never comes back when you loan It to people Th2t is one of the 

polnts that needs to be taught to the Awerlcan people today Pow you 

don't get any unemployment, !sn't it a complete truth? So far mn our 

experlence we have always overcome the unemplopv~ent element You can' t 

be sure these new products are always golng to succeed We may be more 

interested in shorter hours but while we have done all thls, we b~ve 

shorter hours also The automobile mndustry ms the perfect exan~le 

It !s such an obvlous thlng that everybody knows It They have 

reduced the prince, improved the qu~hty Take the Ford sltu~t~on, 

hls car sold in 1906 for $950, the next year $850, then $780 and $oo0 by 

191S, at whlch after that date ~e flnd it selllng for $550 From $950 
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to $550 in seven years is a lesson In what to do v~th stlzulatzng 

demanSs It was a howlzng success Hzs proflt was 350 per cent of 

the seles price in 1909 s~qd he made $3,000,000, zn 1919 hls nroflt was 

~9 per cent of the sales prlce He flnallv got that do~n to $250 The 

economlc progress has been mede The used cars come ~n too, if you 

went just transportation, which is what a lot of us want, we could just 

buy one of these, if we dldu' t care for style A good blt can be saved 

by buymng a used car All thls foot-work Is necessary to keen up wlth 

the progress and keep go!ng That is what I sald before, that Is the 

answer to your questlon There is some luck about it s~s to whether 

you're golng to be able to develop the new oroducts and if the publlc 

wauts the new products. 

q - Isn't there a tendency for unemployment to vary directly ~rlth 

your flgures in the rlght hand column? 

A - No, there isn't I remember very we31 the perlod in the 

90' s In those days our problem was thzs I was born ~ ralsed across 

from Chlcago. If worse comes to worst end you csnt t get enougfa money 

and you're dovm ~nd out, 3ust apoly at the Frldav olace end there ~,lll 

be somethlng to eat end a place to sleep in the barn That is where 

I was born and ralsed In 1906 and 1907 there were usually about flve 

to twenty men on the nlght boat from Benton Harbor. They wauted to 

work We had 3ust thousands and thousands of these hoboes who hsd c~nos 

and stayed there It was a problem for f!ve or s!x years after that 

But pretty completely all of that unemployment has been ts~ken care of. 

Durlng the war you solved all of your labor problems pretty n~ach In 

the 1920's there was a perfectly mlraculous actlvlty perlod for the 
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populace, not, of course, all - there are always some memoloyables 

You could cut out flve per cent of the ~,~ork aud do it wlth one rer cent 

out it isnlt a good thlng - they have too much tlme to thlnk and hatch 

up pohtlcal deviltry and such A lot of oeoole are not very productlve 

The facts that certaln Qrganlzatlons emlt I conslder to be just so much 

rumbles out of a vacuum I have got a story thst I always use And7 

Gumo was standlng at the wlndow and lookzng out Evldently a new 

family had moved In "There goes that woman next door She cert~nly 

knows how to wear her clothes It Isn't only thot she's so good looklng 

and evez~/thlng " Mln stood thls for a httle while ~nd then told Andy 

whet was what and that If she scent half t~nat the other woman dld ~nd 

If she had t~o malds ana a butler she could look hke that too and by 

that tlme she choked up and sald "And auyhow, beauty Is only sl~n deep " 

Andy turned back to the wlndow and sald, "That's deep enough for me 

I' m no cannlbal " 

Colonel ~lles' I want to express the gr#tltu~e of the 

facl~Ity for your fine talk You don' t often get s chau~e to get down 

to bed rock the way Dr Frlday does I am sure we ~II all eat ~ better 

lunch and sleep better tonight by havlng heard hlm Thank you, Dr. 

Frlday. 


