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Opening Remarks 
By 

G. H. McCLAIN 
Director of I naustrial Relations, Republic Steel Corporation, 

Warren Plant, Warren, Ohio 
Today's meetings of The Economic and Business Foundation have 

as their general theme Production Management Policies. In this after
noon's conferences, discussions centered on the following topics: . 

· I. Production Management and Postwar Business Planning. 
2. Termination of War Contracts, Disposal of Government 

Plants and the Elimination of. War-Time Controls of 
Production. 

3. Reducing Production Costs in The Postwar Period. 
The general concensus of opinion is that -these conferences were 

' very instructive and helpful. The speakers provoked much thinking, 
as was evidenced by the questions asked in the question periods. 

During tonight's forum the members of the panel will address 
the~selves to the subject, "The Role of Production Policies in Amer
ica's Economic Future." It is peculiarly fitting that sober thought be 
given to developing sound policies of production in order to increase 
the opportunity for individual achievement and well being without 
scrapping the free-enterprise system. -

At the beginning of our preparatory period for fighting this war 
American industry was faced with the superhuman task of producing 
the requisite mechanical equipment at once in terrifying quantities. 
Production was ready, and the results now available show that the 
huge war, needs have been met without reducing the quantities of 
consumer civilian goods to the point anticipated by many. At present 
American industry is being challenged by the vexing problem of chang- _ 
ing from war time production to peace time production in an orderly 
manner" One organization that is doing much to clarify the problems 
and suggest solutions is the Committee for Economic Development. 

Our panel tonight consists of men who have been among the 
guiding spirits in that organization. The leader of the panel is Mr. 
Paul G. Hoffman, President, Studebaker Corporation, and also Chair
man of the Committee for Economic Development. At his left, is Dr. 
John Fennelly. Exec~tive Director, The Committee for Economic 
Development. To round out the panel The Foundation was very 
fortunate in getting Mr. Louis Ruthenburg. President, Serve!. Inc. If 
there was time I would be tempted to- inject a few personal reJ;Uarks 
about Mr. Ruthenburg because it was my privilege to be associated _'_ 
with him during the last war. _I now give this meeting to Mr. Hoffman.;'' 
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AMERICAN BUSINESS POLICIES • 

Mr. Hoffman: What will come out of this panel. is utterly un
predictable, because the gentle~en, one on my left and one on my right, 
are individualists 'of the first water. However, in the hope that there 
may be some· order to this discussion, I have prepared an outline of 
the topics which I thought we would discuss back and forth; and 
perhaps, with your help. we can keep them reasonably on the beam. · 

First of all, we are going to try to discuss the employment and 
production goal.' which we feel America must strive for i~ the postwar 
period. 

·Second; the part that production and distribution play in achieving 
that goal. 

1 

- Third, the importance of small business enterprise in this postwar 
picture. . 

Fourth, we want to tell you briefly how the Committee for 
Economic Development hopes to contribute to the attainment of our 
employment and production goal, both in gathering information of 
help to the individual businessman and for the dissemination of that 
information. Then we want. to discuss the economic climate we feel 
must prevail if this goal is to be reached, and finally, a brief discussion 
as to whether the goal ~an be attained, whether it is practically realistic 
or perhaps just a dream. 

I will open the discussion .bY speaking of the goal first in terms 
of employment. Strangely enough, when people interested in postwar 
situations discussed postwar aims from an employment standpoint and 
in te.rms of phrases, there was much friction. For example, one gener
ally accepted phrase was "full employment." Some of us felt that "full 
employment" was a rather dangerous phrase, because it contained an 
over-promise. We ~uggested "high, level" or "abundant employment." 
But it is interesting to note that when the different groups got down 
to the tough work of actually trying to substitute figures for phrases. 
they all reached the same conclusions. 

In 1940, there were approximately forty-six million civilian jobs. 
The C.E.D. estimates that in the postwar period we shall have to have 
from fifty-three to fifty-six million civilian jobs.' 

In addition to that, there will probably be some two million men 
retained in the armed services. · 

Mr. Philip Murray of the C.l.O., speaking before the Economic · 
Club of New York,-perhaps it is his personal opinion~aid that if· 
in the postwar period there were fifty-five million civilian jobs. we 

. would have a satisfactory situation. 

8 



THE ROLE OF PRODUCTION MANAGEMENT POLICIES IN 
· AMERICA'S ECONOMIC FUTURE 

The Brookings Institution, after spending a year trying to deter
mine the number of jobs we must have in the postwar period in order 
to have a satisfactory situation, arrived at a figure of eight million over 
1940, .or approximately fifty-four million jobs. So you see there is no 
difference of opinion as to what the goal is among the responsible 
organizations that are trying, to contribute toward the attainment of 
high level employment. · 

: The important thing to remember is that we must have seven to 
ten million more' jobs than we had in 1940, if we are to have a 
satisfactory situation, and most of those jobs 'must be in the field of 
privat~ endeavor. That includes agriculture and services as well as 
manufacturing. 

· Now, Mr. Ruthenburg, I should like to call on you to.discuss the 
• . , I 

.production goal. . .. 

Mr. Rutbenburg: Of course, being human beings we all think 
first, in terms of jobs. But it seems to me it may be a mistake to place 
too much emphasis on jobs as our primary objective, because, if' we are 
to maintain and improve our standards of living, we must put our 
first emphasis not on jobs but on productivity, and the jobs will 
result; and. the standard of living will improve to the degree to which 
we have increased productivity. 

From the figures that Mr. Hoffll).an has given you, it ~s apparent 
that, when men speak in terms of a goal of a twenty per cent increase 
in employment, they mean a goal of around forty per cent increase 

' in productivity. 'The only way in· which we have ever managed, or 
in which anybody in the world has ever. managed, to improve the 
material standard of living has been through increased productivity; 
and it seems to me we should place the great ~mphasis on productivity 
and think of jobs as a result. 

It will not profit u~ very much simply to employ people if they 
are not employed productively and with the, rate of production in
creasing as the man hours increase, which, of course, is a process we 
have followed ever since :we became ari industrial nation. We have 
lagged in that process in recent years, and if we are going to attain our 
goal, the golden age for America, I believe we must accelerate that 

.. process 'in the years immediately after the war. . . 
. Mr.,Hoffman: i take it, Mr. Ruthenburg, that you believe what 

the author said: "Make happiness the object of pursuit and it is never 
attained." And perhaps if we focu~ our attention on jobs alone and 
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AMERICAN BUSINESS POLICIES· 

do not give proper tho11ght to the kinds of jobs, we may wake up and 
find we are in trouble. Is that correct? · 

Mr. Ruthenburg: That is correct, and I would like to quote your 
associate, Mr. Scott Fletcher, who stated the matter very plainly when 
he said he could employ all the available people in the United States, 
if they would give him authority to 'build a four-lane highway across 
the United States using teaspoons instead of mechanical appliances. 

Now that would be full employment, but the standard of living 
would be extremely low, just as 'it is in China, where men work with
out benefit of modern mechanical equipment. 

M~. Hoffman: I think perhaps, as the discussion leader, I should 
apprise you of the fact that the only real intellect at the table is Doctor 
Fennelly on my left and, therefore, if we do not call on him for a 
somewhat broader interpretation of this employment and production 
goal we shall not get the right answer. 

Dr. Fennelly: I was sure somebody would begin to take advantage 
of me before this got along very far. Well, Mr. Hoffmap, I should 
like to call your attention tQ the various postwar transitional problems 
that we are going to face. 

We in the C.E.D. have been doing a great deal of work on 
analyzing those problems. It is a very strange thing that almost every 
problem that we face seems to have .an answer; a correct answer, only 
if and when we attain a new high level of production and resulting 
employment. It seems to me this is the only way we can possibly 'lick 
the threat of postwar inflation and is likewise the only way by wbich 
we have any real certainty of balancing our budget and carrying the 
enormous load of debt after the war. 

Of course, as_ Mr. Ruthenburghas mentioned, it is the only way by 
which we can attain a higher standard of living. It seems to me that 
all of the problems-social and spiritual, as well as material-wiii 
yield only to that kind of an economy after the war. 

Mr. Hoffman: I think that perhaps we ought to get down now to 
a discussion on the part that both production and distribution can play 
in the achievement of this better world we all hope for. I particularly 
hope th<~t Mr. Ruthenburg, instead of generalizing, will tell the story 
of what he is doing with Serve!, Inc,. because v,:hat he is doing with 
Servel is what we hope two million other enterprises in the United 
States will undertake, and, if they do, we think we shall be a long 
way toward the solution of these problems. 

10 



THE ROLE OF PRODUCTION MANAGEMENT POLICIES IN 
AMERICA'S ECONOMIC FUTURE 

We feel that it is absolutely incumbent upon those of us who 
are remaining on the hom~:c front to take steps now to make certain that 
the peace be not lost before the boys come back from the war, and 
we believe that ,peace can be lost if we have either vast unemployment, 
or vast employment by government after the war. 

I do not want Mr. Ruthenburg to generaliz~ but to tell you the 
'story of Serve!, which, as far as I know, is as inspiring a story of the 
type of planning and blue printing we believe in, as has been com
pleted by· any company in the United States. 

Mr. Ruthenburg: I shall try to be brief, but, of course, nothing 
pleases me more than an opportunity to talk about my own company. 
We have every reason to believe that the products which we manufac7 

tured and sold in the pre-war period will be manufactured and sold in 
even greater quantities after the war, particularly during those first 
few years when we have to meet a pent-up demand brought about by 
the lack of production during the w~r years. But that will not be 
enough to insure the level of employment that we should undertake in 
the postwar period. ' 

· Now it happened that when the war stopped our normal activities 
and we began to go over to war work entirely, we had a development 
which, as far as any aggressive promotion is concerned, had been put 
on the shelf. We conceived the idea some years ago of a unit which 

, would, cool a residence during the· summer months by the use of gas 
and heat it with equal efficiency during the winter months. We had 
spent a· great many years and a ):Onsiderable amount of money on 
the development of that project. By April 30, 1942, 'when our normal 

· operations were stopped, we had gone far .enough to have that product 
ready for aggres,sive promotion. The war stopped us, of course, and 
we felt that during the ·course of the war all we could reasonably do 
was keep up our contacts already established with the gas utility, and 
modernize the plants that we would put in the field for tests-some 
three hundred of them. As far as any further or more aggressive action 

·Was concerned, the matter would have to wait until the close of the war. 
That policy continued until we became familiar with the sound 

philosophy of the Committee for Economic Development. Then we 
began to question ourselves as to whether we really were doing all we 
could do to insure the highest possibl,e level of employment in our 
plant as quickly as possible after the war was over. As a result of that 
questioning. some very interesting possibilities developed. 

In the first place: we realized that no gas utility company could 
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AMERICAN BUSINESS POLICIES 

undertake to market this product without making a pretty careful 
market analysis to determine whether they could sell it. That analysis 
.;.,auld be a time-consuming operation. ' 

Having made a market analysis, the gas utility company would 
then have to make some rather elaborate budgetary estimates to deter
mine' whether this sale could be profitable, and if so, to what degree-- · 
another time-consuming operation. The utility would also have to 
train very highly speCialized talent for installation engineering, for
selling a highly specialized new product, and for taking care of service 
requirements. Those were all time-consuming operations. 

It seemed apparent that if we could induce these people to under
take those operations now with our help, instead of waiting until 
after the war was over, we could probably put this new product, this 
new industry, ahead by at least one year. -

At that point we went to Mr. Hoffman and his associates and 
discussed this project. They seemed to think that our plan was quite 
feasible. They offered to give us a certain amount of assistance, and I 
want to say that their performance has in every case exceeded their 
promise. 

It was decided that we would hold a series of meetings which 
could be attended by every administrative officer of every gas utility 
in the country. These meetings were held in New York, Atlanta, 
Kansas City, Chicago, San Francisco, and Los Angeles. The pattern 
of each meeting was quite similar. The meeting was addressed by a lead
ing business man who was interested in the Committee for Economic 
Development. Then it was addressed 'by a recognized utility official
who would have personal. first-ha11d experience with this new device. 
The things that were said to these men by the Serve! representatives 
were subordinate to what was said to them by the C.E.D. and the 
utility men. • ' 

When we. started on this trip we ·had made some ·preliminary 
estimates as to possible employment in our plant. We believed that if 
a reasonable amount of interest were shown, we might come back and· 
plan to employ_ as many as five hundred additional people in this new 
industry. We thought if 'the gas utility people showed substantial 
enthusiasm and made corresponding commitments, that number might 
be increased to a thousand people. If the gas people were very enthusi- · 
astic and made very great commitments, it might be fifteen hundred. 

When we cast up accounts after the meetings held last June and 
Jtily. we were convinced that the new industry would require ·the 
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THE ROLE OF PRODUCTION MANAGEMENT POLICIES IN 
AMERICA'S ECONOMIC FUTURE-

employment of 1.750 additional people in our Evansville plant during 
the first year after the war. 

Our sales department tells us that they estimate very tentatively-· 
none of these figures are exact-that there will be employed in the field 
by the utilities and by our sales organization about 3,500 people. That 
adds 'up to l!: total of something like 5,000 people who probably will · 
be employed a year earlier than they would have been employed if we 
had not been stimulated by the philosophy of the Committee for 
Economic Development. 

This is not particularly important, because it is one company's 
relatively small aCtivity; but if you ·multiply our activities by a number 
of companies doing similar planning to speed up postwar employment, 
you can see how effective the work of the Committee for Economic 

. Development may be. 
That, Mr. Hoffman, is. in brief, the story of what we have 

attempted to do. 
' Mr. Hoff man: That is a pattern for postwar planning both on 

the production and also on the sales front. I hope that all of you 
noticed the importance of sales planning in this picture. That is one 
problem we have had to contend with in our work with C.E.D.,, i. e., 
that so often the people engaged wholly in selling, in retailing, or in 
wholesaling, feel that they have no part in postwar planning. Acrually, 
tj;ley have a tremendous part. There is no possibility of our attaining 
this expanded economy, unless the selling force of America-and that 
indudes those engaged in advertising as well-start now and develop 
actual plans for training their people to take their part in this greatly 
expanded economy. You cannot have production at a new high level . 

·unless you have a selling effort at a new high level also. That is 
perfectly obvious and is, therefore, a part of this picture. 

Now I would like to have Dr. Fennelly discuss ve~y briefly the 
importance of small business in this picture. 

Dr. Fennelly: The importance of small business can, I. think, be 
brought out very quickly by a few simple statistics. There are in the 
United States today approximately three million separate business 
establishments, exclusive of agriculture. Of these three million, approxi
mately one million consists of one-man enterprises with no employees. . 
There are two million employers who employ from one to ninety-nine 
employees each. There are 35,000 employers who employ from one 
hundred to one thousand each, and there are only 3,300 employers 
who employ more than a thousand. 
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AMERICAN BUSINESS POLICIES 
) . 

, In other ·words, out of some 2,040,000 employers, there are two 
m:mion that employ less than one hundred each. Those two million 
employ in the aggregate pretty nearly half of the total business em-
ployment. · 

One other factor I should like to mention is .this: since the war. 
there has been a decline of about I 0% in the total number of small 
business employers. in the United States. That appears to be a war 
·phenomenon, but it is most important that that rapid decline should 
not continue after the war. ' 

Mr. Hoffman: I think that perhaps the picture of what the C.E.D. 
is trying to do begi~s to unfold now. We are trying to get just as 
high a percentage as possible of those two million employers to start 
developing their own plans now-their own bold postwar plans for 
their own businesses. Of ·course, as Dr. Fennelly has pointed out, small 
business is a very essential part of our American economy. 

This afternoon my statistics and Dr. Fennelly's were at some vari
ance, but that is of no concern. Dr. Fennelly ·said there are 2,040,000 
employers with from· one to 99 employees each. I said there were 
1.960,000. He does not ·know, and I do not know, which is exact. 

I think if would be of interest to you to know h~w the C.E.D. 
hopes to contribute by acquiring information that will be of help 
to the enterpriser, be he large or small, in planning his postwar )?rogram 
intelligently. Dr. Fennelly, you have been closer to that than has any 
one of us here. Will you tell us about this phase of the Committee's 
activities? 

Dr. Fennelly: The first point I should like to make clear, is that 
the C.E.D. is not trying to impose any .program on business. AI( we 
are attempti~g to do is to assist business in making its own plans. 
Therefore, what we want to give to business is the best information 
that , we can gather on all phases of its postwar planning job. As· a 
result of spending more than a year in recruiting the best talent rhat 
we could obtain, we have set up_ some eleven different advisory and 
action committees of the· best business experts that we could lay our 
hands on. 

·I am not going to try to enumerate all the committees but. 1 
shall mention some of the most important ones. We have an industrial 
committee on production problems under the chairmanship ·of Mr. 
Hauser, Vice President of. Sears, Roebuck ~ Co. 

· We'have a ml!rketing research committee unde!'.the able chairman-
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ship of Mr. Tom McGowan, Director of Marketing Research of Fire-
. stone Tire \!1 Rubber in Akron. · · 

We have a committee composed of five former presidents and 
the .present president of the Association of I.ndustrial Management 
engineers-all top-flight engineers. These men have undertaken to do 
two jobs for us: (I) to put together the best statement they could 
devise on industrial business planning-a statement which will be 
published shortly, and (2) to prepare a handbook on wholesale and 
retail distrib11tion problems. 

We have a financial advisory committee· that has been appointed 
with the assistance of the Am.erican Bankers Association and the 
Investment Bankers Association, to advise us on problems of. indus-
trial and other business financing after the war. ' 

We ·also have the cooperation of T-he National Sales Executive 
· Association; The Federation of Advertisers. I think it is called; and 

: The American Advertising Association on Problems of Advertising. 
There are several other committees that I could mention, but I 

think this gives you a picture of the kind of preparation that is going 
into this material which we are passing out to Am.erican business. 

' Mr. Hoffman; I think you overlooked one committee which I 
wanted to mention. I discussed it this afternoon; it is the Committee 
on New Materials and Design under Jlv1r. G. F. Nordenholt, Chairman. 
That Committee has in its membership almost one hundred trained 
editors who are specialists on particular materials, and a Board of 
Review consisting of leading designers. There is now in process the 
writing of a book on ten new materials and their characteristics. 
By March 1 there will also be available a sound film on !'Trends in 
Design," which has been reviewed by the industrial designers. That is 
a most important committee and it has been working out very well. 

I think we could say with a clear conscience that in this matter of 
gathering infprmation, there has been no great difficulty, because of 
tile willingness to contribute to this effort on the part of experts in. 
every. field. The problem of disseminating that information, however, 
is one that calls for a different type of treatment. It is· much more 
difficult. . 

In other words, how to get this information out so that it will be 
put to actual use by American enterprisers-that is the problem. We 
have been dealing directly with some of the large corporations and 
working with trade-organizations, but in the final analysis the success 

· of this whole movement to attain a new high level of production in 
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our economy and to meet the employment problem of the postwar 
period, rests back home. It is a question of whether Main Street is 

· willing to undertake the task of meeting the problems of a given 
community. New York bas to meet its problems, and Youngstown bas 
to meet its problems, and other communities throughout America have 
to do· the same or we are n'ot going to have the kind of America we 
want. 

If, after this war is over, the mayors of American cities put on 
their bats and go down to Washington to ask for help in. financing. 
a new W.P.A., they might just as well resign themselves to the sur
render of some of our freedoms in exchange for whatever cash they get. 
The problem finally gets down to the question of what Youngstown 
is going to do about getting the information out in the first instance 
to the employers here, to the job givers, so that they can be persuaded 
to plan boldly and helped to plan intelligently. 

Now Mr. Rutbenburg, in addition to what be bas done with the 
Serve! Company, is State C.E.D. Chairman in Indiana, and for personal 
reasons both Mr. Rutbenburg and I felt that Indiana bad to be some
thing of a model C.E.D. state. That work bas been carried on by Mr. 
Rutbenburg, and I think it would be very interesting if be would 
tell us something of the Committee's activity, as be sees it, in the 
Hoosier state. 

Mr. R.uthenburg; Of course, as Mr. Hoffman bas intimated, the 
pay off of this whole activity is to be found in just what is done in 
detail at the community leveL In the state of Indiana we made a survey 
of all of the industrial centers and then set about very diligently to find 
the best man available in each of those communities to act as the 
community chairman. There are thirty -five of these chairmen in the 
state of Indiana and they are men of unusual ability and vision. They 
have been working for a good many months and I can best illustrate 
the sort of work they do, bow they approach their problems, by telling 
you what bas happened in my home town of Evansville .. 

Evansvill_e is rather a typical Industrial town, a city of about 
one hundred thousand normal population and with a normal industrial 
employment of about twenty-four thousand· people. Evansville bas an 
indeterminate population, but it bas over sixty thousand people em
ployed in industrial war work. The local chairman there is Mr. Tom 
Morton, President of the Hoosier Lamp and .Stamping Company, a 
very aggressively operated business, a very successful business. And 
be set about his job with characteristic thoroughness. 
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He <\ppointed an Action Committee and a Research Committee, 
and they went to work and let everybody in town know. exactly what 
they were aiming to do. They have been in contact with all of the 
noon-day clubs there. ,They have sh9wn the informative films that 
have been· developed by the Committee for Economic Development not 
only to- the clubs, as a matter of general community information, but 
also to the wo~kmen in a great many of the plants there, so that the 
workmen will be conscious of the objectives of the C.E.D. 

These committees have done a painstaking job .of making a survey 
of every plant in town. They did not make the survey themselves, but 
arranged to have it made by the executives of those plants. The object 
_was to get the execu~ives to do definite planning and to translate this 
pla-nning into action. In this the committees have been very successful. 
And before long they will have a complete sommary which will 
indicate how many people can be employed in the industrial and busi
ness activities of Evansville during the years. immediately following 
the. war. · -

'Cooperating closely with Mr. Morton's Committee for Economic 
Development is an organization which has been. sponsored by the . 
President of the Evansville Chamber of Commerce, and this pattern 
is followed pretty generally throughout the state. These organizations 
do not overlap in their activities, but supplement each other .. This 
Chamber of Commerce Committee is able to enlist representatives of 
all community groups. I shall not attempt to catalog them all, but they 
have people representing the schools, the churches, the city government, 
and the labor organizations. Their committees, in other words, repre-· 
sent a complete cross-section. 

· I must by no means overlook the women! They have a very active 
committee in that group. They work very closely with the C.E.D .. and, 
.just to give you a practical illustration of how valuable that coopera
tloilis, Mr. Morton thought it interesting to know how many of the 
people now employed in Evansville factories would probably look 
forward to continuing that employment after the war. His own group 
did not have the facilities for making that survey, but the Research 

. Committee of the Evan~ville Postw;ar Planning Council did; so the . 
Council and Evansville College, -whose President heads that group, 
set to work to mak~ a survey, a census, of the plants in town. ' 

You must remember that this is important, because we must match 
as nearly as we can the postwar jobs with the number of people who 
want jobs there. And with the increased employment that Evansville 
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has had during the war, ·there are a great ~~ny people who are not 
residents of Evansviiie but wh~ work there; people who drive in from 
a distance of up to fifty miles .a day; people who do not live there 
and do not expect to live there after the wat. 

As happens in all industrial ·concerns during the war, there ;tre 
a great many women who are working temporarily. ~ut the only way 
we can find out how many of them expect to be employed after the 
~ar is to ask them, and that is the way the two groups work together. 

As I ~ay, that pattern has been carried out pretty generally 
throughout the state,-this close cooperation between Chambers of 
Commerce and the community Committees for Economic Development. 
It is w~rking very effectively and is sponsored at the state level by the 
Indiana State Chamber of Commerce, under the able leadership of Mr. 
Clarence Jackson, who is its Executive Vice President, and who has 
the necessary contacts with all the local chambers. 

Dr. Fennelly:· May I break in to apologize to you and this kind 
audience to say that I became mixed up on Eastern War Time and 
Standard_Time ana Youngstown Central Wartime and I have a train, 
)eaving in about twelve minutes so I must go. Thank you very much. 

Mr. "Hoffman: From an intellectual standpoint, Mr. Ruthenburg 
and I are left very unprotected here, but we shall carry on as best we · 
·can. We are particularly sorry that Dr. Fennelly had to leave before 
we-got into the discussion of economic planning, because we all recog
nize that the policies of government, business, agriculture and labor 
are going to have a great deal to do with the kind of world we have 

. iri. the postwar period. _ · 
In other .words, there are policies of government, business, labor, 

and agriculture that interfere and block' quite dangerously the attain
- ment of that goal. There are other policies that need study, because 

they have not yet been formulated. . 
In the latter group we have all the transitional policies, the policies 

that grow out of the war itself, the questions of contract termination, 
tbe disposal of defense plants, the disposal of surplus stocks, wh~t 
treatment should be given the dismissed war worker when this war is 
over, etc. All those problems, and others,· grow out of 'the war itself. 
and we must have answers for them when answers are needed. They 
must be sound answers, or panaceas .may be proposed which would 
put our economy in a. straight jacket for years to come and perhaps 
defeat any aCtivity that looks toward the attainment of a more dynamic 
economy. 
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Then there are long-range policies that actually have ·such an 
important bearing on employment and production that they need study. 
I would just like to tell you how the research activity of the C.E.D. is 
organized in an effort to get the right kind of answers to those 
problems. . 

In the fifst place, we have watched businessmen for many years 
give serious thought to these problems--considering them at committee 
meetings, and drawing up resolutions which were sent somewhere, but 
apparently had very little influence on the situation. And thim we have 
also seen the professors study these problems; they too have come out 
with something important, but not particularly practical. We felt, 
above all things, that the studies of these problems, if they were to be 
useful, shou1d be aimed not at the preservation of business as it is, but 
at the preservation of a free society in America. 

We concluded that these problems should be studied in the light 
of the general public welfare. There is nothing altruistic about that, 

·because, after all, if ·a free society is maintained in postwar America 
instead of a regimented society, there will be a place for free ·business 
and free labor. If, however, we have regimentation rather than freedom, 
there will not be a place either for free busi,ness' or for free labor. 

So with that broad aim, the question was one of technique-how 
could our committee make a worthwhile contribution, in the way of 
studied recommendations, to the problems of the· types I have men
tioned? 

It seemed to us that, if we could bring together (I) a group of 
distinguished business men to sit as a committee with the responsibility 
of making the· selection of policies to be studied and (2) a research 
staff composecj of the very top technicians of the country and (3) an 
additional group of eminent economists to serve as an advisory board, . 
we should have a combination offering the possibility of a new 
technique that never to our knowledge has been used to any great 
·extent. The businessmen select the policies to be studied. The studies 
are carried out by scholars and full responsibility for a given study is 
assigned to a· certain scholar. But he does not go up ip.to an ivory 
tower and solve the problems by himself. He is free to ·do that if he 
wants to, but no scholar has yet .failed to take advantage of the 
opportunity of preparing a pteliminary draft and submittillg it to 
the full committee or full research division, i. e., (I) the committee . 
of business men, (2) the research staff, and (3} the economists on 
the'advisory boa~d. Let me show you precisely how this works. 
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One of the studies undertaken more than a year ago was one of 
federal taxation, be~ause, as I think every businessman here knows, 
federal taxation, as it now stands, constitutes a very serious block in 
the attainment of a dynamic; economy. It must be changed. ~t must 
be changed in the general public interest. Doctor Harold Groves, head . 
of the economic division of the University of Wisconsin, a very com
petent man in the tax field, was given the responsibility of studying 
taxation from a new viewpoint-its impact on jobs and production. 

Up to now ·our tax laws largely have been the result of the 
desire to raise the revenue needed, with. the !oss of the fewest votes, or, 
as President Taft put it quite aptly, "We always try to figure out 
how to pluck the most feathers and get the fewest squawks." And 
that has been the approach to the construction of tax bill's. 

We felt that it was highly important that the approach be from . 
the standpoint of losing the fewest jobs rather than the fewest votes. 
Now, perhaps in the long pull, a tax bill designed to lose the fewest 
jobs might be one that would lose the fewest votes if only that were 
understood by the constituents. Doctor Groves undertook that study. 
He completed his first draft last August. He then sent copies of that 
first draft to the full committee, some twenty-five to thirty men. I 
am not giving the ,names, but they are all men of top positions ,in their 
field, business or academic. Then a joint meeting was. held over a 
week end, Saturday and Sunday, devoted to a discussion of that report. 

The businessmen had many suggestions and criticisms to offer. 
But they were nothing as ·compared tci those offered by Doctor Groves' 
fellow economists. 

Doctor Groves then started and developed a second draft of his 
report. It went.through the same process. And then a third draft. He· 
now is completing his fourth draft. So we think this technique of con
tinuhtg round-tables, at ,which are assembled the men from both busi
ness and academic life best informed on a given subject, is going to 
produce something new in the way of studies, something perhaps im
portant in the way of conclusions. Studies of that kind are proceeding 
on some twenty subjects. All the transitional problems are being studied 
just as we are studying federal taxation. 

Very shortly· there will be unpertaken a mammoth study · on 
the question of business cycles. We feel, as do our economists; that it 
is quite possible to develop a program which will tend to flatten out' 
the peak of .the boom and alleviate the depth of the depression. That : 
should be done. We must stabilize if we are to have the right kind of 
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economy in the postwar world. We must not only attain a high level 
9f both production and employment, but we must main~ain it. 

· That. is the work of our research division. It promises, as I say, 
to bear fr~itful results. · · 
· Now I would like to turn to you, Mr. Ruthenburg. and to ask 

you to tell the audience what you think the chances are of our achieving 
this thirty to forty-five per cent increase, or, as you said, forty-six 

· per cent increase in the output of goods and services in this country 
over the last peacetime year of 1940, for that is the goal on which 
we have our eyes set. · 

Mr. Ruthenburg: Mr. Hoffman, to me the most encouraging and 
gratifying aspect of the work of the Committee for Economic Develop
ment is the great amount of attention being given to the needs and 
interests of small business. But the most disquieting and disturbing 
aspect has nothing to do with what can be accomplished by ·the C.E.D. 
as such. The grave question is whether the required understanding and 
.cooperation on the part of other groups can be acquired in time. · 

Dr. Fennelly gave_ us a very graphic showing of the. importance 
of small business. I think it goes beyond a statistical analysis. Small 
business must .be maintained, if our· American culture and freedoms . 
are to be maintained. If we do not protect the interests of small business, 
no business is safe: Dr. Fennelly showed you that a very large pro
portion of our total employment is in small business. 

It goes beyond that. Every big business was once a small business. 
I see a number of men here who, I think, will remember when the' 
Ford Motor Company was a small business. A small business incubates 
.manpower for big business> it develops ideas that grow into big 
business. 'That, it seems to me, is vitally important, and I am tre
mendously gratified that so much attention has been given by the 
Committee to the ne.eds of small pusiness. · 

One other thing is disquieting. We must have more than just a 
passive interest in the work of'the C.E.D. on the part of other groups. 
We must have understanding and active participation and help. from 
other ,groups--! mean principally from labor, government, and agri
culture. 

It seems to me we have accomplished a miracle in fighting this 
war, because, with the exception of a few marginal differences, all of 
the groups have pulled together and have put this program across. 
Can we sustain that common understanding after the war? When I 
speak of "government," I interpret our government in this country 
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to be, in the final analysis, . simply an expression of general public 
opinion in the United States. And, therefore, it seems to me that the 
big .problem which confronts the C.E.D. is, "How can we bring 
about complete sympathetic understanding of the objectives of the 
Committee for Economic Development on the part of this great 
American people?" 

That, to m~. is the determining issue beyond anything that will 
be accomplished by the Committee. It must be remembered that Amer
ican industry accounts for only about twenty-five per cent of the total · 
employment in this country. And there is not the clear, sympathetic 

· understanding among the various groups that there must be if the 
objectives of the Committee for Economic Development are -going 
to be realized. 

Mr. Hoffman: I should like to give my answer to the question 
·I asked Mr. Ruthenburg, perhaps in a somewhat different way, how
ever. I think I can speak for all the members of our committee in 
saying that it is their unani'mous view that insofar as the tangibles are 
concerned, we should be able to raise our economy approximately one
third above the level of 1940. By "tangibles" I mean this: We have 
the productive capacity to achieve an output at least one-third greater 
than that of 1940, and that includes agriculture as well as manufactur
ing. We can and we are certain to gear up . our selling effort and 
advertising effort to a point where it will be at this new high level. 
Certainly there is a pent-up demand for the right kind of goods; Let 
no one think that in this postwar period he will be able to sell any 
kind of merchandise at any kind of price. Nothing is more important 
than for us to understand that if we are going to have an expanded 
economy it will come only through expanded markets. And expa~ded 
markets are reached only by offering better goods for less money: That 
is an age-old formula that is going to apply in the postwar period 
just as it applied in the. pre-war period and every period of which , 
there 'is any record. · · 

But the demand is going to be there for that type of merchandise; 
and the money to pay for it will be there, because last year's savings 
in the United States totaled ,$35 •. 000,000,000 against an average of 
$5,000,000,000 during the 1930's, and by the end of this year accum
ulated savings will exceed $1 OP,OOO,OOO,OOO. So you have productive 
capacity; you have the capacity to distribute; you have the demand; 
and you have the money to pay for the goods. Why, 'then, is it not 
a certainty that we shall achieve this economy of relative plenty as 
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compared with the past? Because, as Mr. Rutheni)urg pointed out, 
there are intangibles in that situation. 

· It certainly is going to be necessary for business and government 
and labor and agriculture to subordinate group interests to the common 
good. If .in this postwar period we start scrapping and slinging verbal 
brickbats at· each other, it is quite possible that we may lose the 
opportunity to achieve right here In America. an economy in which 
there wjll be more for more people than there ever has been in any, 
country in the history of the world. ' 

It is not only the future of America that is· at stake. The London 
Times published an editorial in September of last year. While I cannot 
quote it exactly, I can quote ~he substance. The statement was made , 
that. hope for a better world rested on the achievement of what was 
called full production and full employment in the United States. In 
other words, there can be .no better world without a strong, free 
America. So that we have not only our·. own national interests, but 
international interests at stake in· this goal of expanded economy. 
which is right in our grasp. It is the question of whether enough 
Americans are going .to take to heart the real possibility and be willing, 
not only to talk about it, but to work for that 'kind of a world. 
Therein lies the final answer . 

• 

Forum Questions and'Ariswers 
• 

Mr. Hoffman: Mr. Rutl;lenburg and I are up here relatively un
. protected but perfectly willing to try to answer any questions that may 

have been· prompted by our own discussions at this table, or any 
other questions y,ou might have in mind relative to our topic. 

' -
Question: Do you men think there is any need for granting special 

favors to small business? 

Mr. Hoffman: I could not answer that question with a "Yes" or 
"No." We have a committee. on the special problems of small business, 
and it will ·issue a statement within the next• ten days. Generally 
speaking, the problems of small business are the problems of all busi
ness. In other words, if you have tax policies that ire fair and favor
able to small business, they will be fair to business of all sizes. I do 
think, however, that there are special problems of small business that 
need consideration, that' need study: and, of course, that is why we 
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have this committee in action. I think also that in any federal tax 
program it might be well to exempt the profits up to a certain rather 
low figure, because in the period when business is small it needs to 
plow back most of its earnings and should be encouraged to do so. 

There is the matter of financing small business. Small business 
bas been at a serious disadvantage in the cost of its capital as compared 
to the cost of capital for a very big business. That is a question that 
is being studied. What the answer is, I do not know, but I think that, 
generally speaking, as you study the financing of business, you will 
find that most small businesses start because somebody saved a little 
money and went out to his mother,· brother, sisters, and friends. and 
borrowed more by promising a big profit if be could make good. 

Many men here in this audience, I am sure, financed their busi
nesses in just that way. I know I started my business in Los Angeles 
that way. I borrowed from everybody that would lend me a cent. 
Fortunately, the business was successful; we paid everybody back, and 
things worked out well. The difficulty bas been that in recent years 
any man who made that kind of promise was obviously promising 
falsely because even if be was successful be could not possibly show 
any substantial net profit. 

I have a brother who started a small business about three years 
ago out on the coast. He always worked for somebody else, and be 
decided be wanted to go into business for himself. He started a business 
and borrowed some money from a. friend of his. He lost part of the 
money the first year and some more the second. Early this year, bow
ever, be was very happy because at last be was in the black. During 
the first nine months of 194 3 be made $12;000 out of his little 
business, but be suddenly woke up to the fact that be owed the govern
ment most of it. He had p11t a' large part of his capital into new 
D)achines to increase his output and as a result had no cash. He came 
to me and said, "How on earth can I pay these taxes?" I said, "You 
will have to figure that one out." Most small businesses have encounter
ed this problem. 

I told a small group to whom I talked this afternoon about some
thing t4at, to me, is quite significant. All this discussion of postwar 
plans is almost always in tertns of jobs for . the returning soldiers 
and for the war workers. You never bear anything about the job
givers. I do not believe~ your good newspaper, The Youngstown 
Vindicator, has ever pubhshed a story on the job-givers who closed 
up their shops and went to war. Several hundred did just that. A 
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great many businessmen turned the keys in the doors of their business 
establishments and went into the services. They do not want to come 
back to a :iob; they want to come back and give jobs. I told the group 
this afternoon of the very interesting little survey made by Ensign 
Morton Frank, who was formerly-before he went into the Navy
Chairman of the Postwar Planning Committee for the Junior Cham
ber of Commerce. He conducted a survey among four hundred service 
men and thirty-four per cent said they wanted to go into business for 
themselves when they return to America. 

So it seems terribly important that we, in thinking of the postwar 
period, not only consider jobs for those who want jobs--but also 
of opportunities for the job-givers who want to come back and start 
their own businesses. 

Question: Mr. Hoffman, I represent a small business,· so-called. 
Small business is usually home-owned. Is that right? 

Mr. Hoffman: That is right. 

Questioner: Do you not find that most small business manage
ment is very keen on looking after its own dollars which it has 
worked to accuQ1ulate and protect? It has been my experience that most . 
of those fellows in our locality are very, very keen on this subject, 
and I imagine you get' full cooperation from them. That has been my 
experience. 

Mr. Hoffman: I think I can answer that question with figures. 
At the time we made ·the last count there were -almost twenty-five 
thousand businessmen, business leaders throughout the United States 
engaged in some phase of the activities of the Committee for Economic 
Development. Obviously, those men had to come from small business. 
I should say that ninety per cent of them did. 

I should like to make a point here. My friend, J. Hormel. who 
is very active on our committee and whom most of you, know as the 
head of the Hormel Packing Company, has been extremely interested 
in small business for many years, yet);e insists that we must not talk 
about small business; that the very phrase "small business" is some-
thing of an insult.· ' 

Question: How does your committee tie in with the work of the 
National· Association of Manufacturers along the same line? 

Mr. Hoffman: I think that can be quite readily answered. As 
far as the N.A.M. and the Chamber of Commerce of the United States 
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are concerned, they are both doing very effective work in this field. 
Man'y Chambers are. Rotary Clubs and Kiwanis Clubs and other ser
vice clubs are. doing a great deal of work. We do not feel for one 
moment that the Committee for Economic Development has any ex
clusive place in this postw~r ·picture. We do not want it: and we 
certainly want to encourage activity on the part of all organizations. 
As far as the N.A.M. ·is concerned; their work obviously is limited 
to manufacturers and that is a relatively small group. 

Secondly, the N. A. M. operates out of a New Y ark office. The 
C.E.D.'s conception of this-Mr. Ruthenburg .has be~n very active in 
past years in the N.A.M.-is that the whole success of this movement 
depends upon making an approach in the individual community. It is 
a community job. In other words, having plans mailed out from New 
York is not going to be the answer. The answer is what y(>u are 
going to bring back to your community: what you are going to do 

_ to interest other enterprisers. in making .bold pfans. You can take 
material from the N.A.M.. the C.E.D., or from the Chamber of 

·Commerce of the United States and make -use of it wherever you can. 
As far as our committee is concerned, we have tried to make it 

clear that our material is not. limited to the 1.400 C.E.D. committees -
in operation today. Our material is available to an individual enter
priser or to a Chamber of Commerce, Rotary Club, or Kiwanis Club, 
to a labor leader or minister, a teacher or government offiGial, to 
anyone or to any organization that wants to know what we are doing. 
We ar~ glad to send what we have, because we are-trying to render a 
service. · 

Question: Mr. Hoffman, do you or Mr. Ruthenburg consider it 
most desirable that a community laying plans for the postwar period 
await the results of a survey of industrial possibilities for employment 
before contacting retail or private parties to see what the employment 
possibilities will be , there? 

'Mr. Hof{mQn: Mr. Ruthenburg, it is your turn; ,. 
Mr. R'uthenburg: I really do not think it makes a great deal of 

difference where you start-whether you start with the services, retail 
or wholesale establishments, or industrials--except for this fact: most 
retailers in an industrial community will tell you th\'t they cannot 
project their. own business without knowing what the employment 
situation is going to be in the factories. That is one reason for starting 
first with the factories. When you go to the wholesaler or retailer you 

. " ' r 
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can say, "Here is what the employment prospect looks like." For ·the 
wholesaler or retailer uses such information as his own basis· for judg
ment. 

Mr. Hoff man: I should like to add this-the most successful 
community organizations are those in which there are retailers and 
wholesalers, particularly retailers because the retailer has to make good 
in his home town or he does not make good at all. The manufacturer 
might, to some extent, be a little indifferent to the impact of unem
ployment in his local community, but the retailers stay there. We 
find that oftentimes these men make the most energetic chairmen of 
action committees and of various other committees, because if a com
munity is not prosperous the retailers cannot be prosperous. The re
tailers can do a very good job in the local communities if you will · 
just get them busy. 

Question: Mr. Hoffman, when you asked Mr. Ruthenburg to tell 
what his company is doing for postwar development, he mentioned a 
new product. To what extent are we, in our postwar economic con
struction, depending on new products? What about frequency modula
tion radios, gas or diesel engines, and other developments? 

Mr. Hoffman: That is a .tough question. I shall give it to Mr. 
Ruthenburg. 

Mr. Ruthenburg: I can only guess at the answer to that question. 
But I think we can judge the future to some extent by what has hap
pened in the past, and a great many of us will remember that there . 
was a tremendous growth of new products after the last war. I do not 
need to catalog them. I could not possibly do it. But you will remember 
that the household radio was unheard of until after the last war. 
and most of the chemical products of the du Pont Corporation have 
' come since the last war. I think we can expect such developments after 

this war. I do not know how we can measure it, because it is a matter 
of the rather indefinite work or of the unknown work being done in 
thousands of research laboratories. 

Questioner: Your goQd company has already planned on just how 
many employees you will be able to use by marketing a new product. 
Would it not be reasonable to assume that other companies with new 
products would also plan? I am trying to determine how much we 
are depending on new products in this postwar world. 

Mr. Ruthenbu.rg: Of course, when the survey now being made all 
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over the country by the Committee for Economic Development is com
pleted, a figure representing the estimate of the total employment in all 
of the communities in which the C.E.D. is active will be had. Whether 
or not that figure will give any indication as to how much of that 
employment will result from new products I do not know. but perhaps 
Mr. Hoffman could answer that. 

Mr. Hoffman: I do not 'think you could reduce employment 
resulting from new products to a percentage. I believe thjlt certainly in 
the first two or three years-that is, during those very vital two or 
three years after peace comes-we shall have to depend large! y upon 
the expansion of existing businesses and the expansion of sales of 
existing products. I think that that is a certainty because, after all, 
we have this pent;up demand. 

Take the automobile industry._ I think it is fair to assume that 
there is at least a possibility of the sale of not less than eighteen 
million cars and trucks during the first three years after ·we have a 
free market. When that will be, I do not know, but after we have 
been freed from government control, I think there will be a potential 
market for about eighteen million units, not less. than that. That 
represents about seventy per cent over the average for the . three years 
preceding 1942-'39. '40, and '41-and they ~ere good years. · 

In other lines you will have expansion of a similar nature. Re
frigerators will see a great expansion; so will all household appliances. 
New businesses and new industries will contribute, but I think the big 
contribution is going to come through expansion of existing businesses 
and existing industries. · 

Here is something that interested me. In a rash moment, I made 
a statement that, as far as agriculture was concerned, people ate just · 
about so much and that no matter how prosperous they were, they 
could not eat very much more. I found out that that was a very foolish 
statement,. for the diet we have has a .very substantial influence on the 
volume of farm output. If we eat corn, as corn, it represents such and 
such an output. If we eat hogs as corn, corn means perhaps two and 
a half times as ll!Uch in .the way of dollar contribution to the farmers. 
We have an entire change of eating habits with a more prosperous 
situation. So there are opportunities for greatly expanded markets of 
existing products due. to a higher •level and 'better distribution pf in
come. I have never yet seen measured~ and I do not know that . we 
can measure, the effect of these higher incomes in what used to be the 
low ·Jevel income brackets. 

28 



THE ROLE OF PRODUCTION MANAGEMENT POLICIES IN 
AMERICA'S ECONOMIC FUTURE , 

I think that, like most industrialists, Mr. Ruthenburg and I both 
.believe in high wages. We believe in a high-wage policy. We think that 
the opportunity to. give value depends, of course, on our getting back 
to more efficient ways-! am not talking about labor as inefficient
but I think we have got to find ways by technological advanc·ement to 

· cut down the unit cost of labor in thitigs we are selling. But we do 
want to see maintained a high-wage level, because that is one' of the 
necessary fa,.m>rs and elements in a high-level economy. You cannot 
have one w'ithout the other. Ten years ago among our own workers 
in our plant; there were no prospects for new Studebaker automobiles. 
Four years ago I should say that perhaps ten to fifteen per cent of our 
employees were in the market for new Studebaker automobiles. And 
from the way they are clamoring now, I think they will all be in 
the market for new Studebaker automobiles when this is over .. That 
is just bringing the picture home, . 

We do not know-it is hard for us even to envision-what this 
market may be in the postwar period, because since we have had this 
higher level income-- (and this, I think, sounds like "distribution of 
income") -we have had no real opportunity to gauge its impact on 
the market. · 

' 
Question: Mr. Hoffman, I had thought the Committee for Eco--

nomic Development was an organization to conduct business research 
and to plan for industry. But in your experience in various parts .of 
the country, if I get the meaning of your speeches, you have continu
ously stressed that there must be four groups working together if we 
are going to solve this problem .. Here we have the Committee for 
Economic Development with a large number of scholars and com
mittees already making surveys and studies and so forth. Could you 
answer the question as to where the other ·groups come into this 
planning and research that is going on? What part does the Committee 
for Economic Development expect labor, agriculture, and government 
m~~? . 

Mr. Hoffman: Our first responsibility, as Tar as field development. 
is concerned, is mainly to sell the idea that it is smart to plan boldly 
to the individual employer. To help him to plan intelligently for his 
own enterprise ·is obviously a responsibility of his fellow businessmen, 
is it not? That particular activity does not call' for collaboration. It 
is, in our opinion, a service which business must perform for business. 

Now. we come to the type of collaboration in the community 
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level of which Mr. Ruthenburg spoke. We feel that it is very desirable 
that our local committees, or community committees, have represent
atives of labor, representatives of government, and representatives of 
agriculture, as a part of the group. There is absolutely nothing mys
terious about this. In studying the problems of the community, cer
tan;.ly labor groups, church groups, etc., should take an active interest._ 
That is especially true concerning public works which is mostly a 
local activity-not our activity at all; but we are interested in it. -

Whenever our National Research Committee is studying "poli
cies;" whenever. we have under consideration a subject that we think 
would be of interest to labor or the farm group, economists connected 
with the group. concerned are invited into the meeting. At our last 
meeting. we bad several such men sit with us. Obviously it would be 
silly for the C.E.D. to give any recommendations whatsoever. as to 
what special consideration should be given the dismissed war worker 
without having committee discussions with the .labor group on that 
~~ - . 

One of our projects is postwar agriculture. Before a report is 
published, we certainly shall invite, and hope to bring in, the agri
cultural organizations for discussion and consideration of that report. 
In other words, we are trying to bring into all of the national studies, 
if I can call them such, the viewpoints of all interested organizations. 
There is no meeting of our Research Committee for example, at which 
the economists of the A. F. of L. and the C: I. 0. are not welcome. 
Similarly, as far as the broad program is concerned, such matters are 
discussed with the heads of the national labor organization and farm 
organizations. We try to keep everything open on the table, because 
we believe thai: we all have a part to ·play in this matter of trying 
to expand the output of goods and services. But we think that there 
are certain parts of the job that business bas to do for itsetf because 
business is principally concerned. Is that a fair answer to your question? 

I 

Questioner: It is to a certain extent, but I still do not think it . 
brings out the point I am talking about, because as I said, in your 
speeches throughout the country, and I have quoted them many places 
favorably, you have said continuously that this is a problem for 
business, labor, agriculture, and government. · 

Mr. Hoffman: Let me amplify my answer. I failed to make 
myself clear. I feel this way, and I have so told Mr. Green and Mr. 
Murray: I think there are some very special problems of labor that 
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you .ought to be giving some attention to, that you ought to be study
ing; you ought to be studying this question of work restrictions and 
their effect op. our expanded economy; that.is not a study for busi
ness, but a study for labor. 

In business, we ought to· be studying the effect of monopolistic 
practices, because if monopolistic practices are restricting output, re
stricting jobs, it is our duty in the first instance to ·study·that phase and 
see what can be done· about it. 

Similarly, in agriculture, whatever the problems are, we feel that 
they should first be studied by the particular group. I think there will 
come a time when, if our positions have been clarified and if we have 
mutual trust as we go along-and we certainly have tried to invite 
all groups into our discussions of these problems-,-we shall find that · 
the area of disagreement. is very limited and the area of agreement is 

·very large. · 
I do think, however, that labor has its own job of developing a 

thoroughly statesmanlike pattern }or labor leadership in the postwar 
period. I think that business has a job of developing a program of its 
own that will reflect fine statesmanship in business, and the same 
applies to agriculture . .I even have hopes that government will sometime 
take a look at itself and see if it cannot develop a statesmanlike 
program for government. 

But I believe each of us has a separate job to do. and that all of 
us have the job of collaborating rather than fighting it out on a purely 
selfish basis of group advantage. Is that clear? 

Questioner: It-is to a great extent, but I still do not understand'. 
how you are going to get collaboration among government, labor, 
agriculture, and management when they are not represented on your 
C.E.D. at the top .. 

Mr. Hoff man: I think the less formal collaboration, the better 
off we are. I have been required to collaborate formally at various times 
~nd on such occasions nothing happens; but whenever it is informal, 
we get along fine. We are, therefore, attempting not to formalize this 
collaboration. . • 

Somebody proposed that there ought to be a twelve-man group, 
three from labor, three from government, three from business, and 
three from agriculture, and that they should sit down and develop 
a great postwar program for economy. Tpey would not be through 
talking a hundred years from now. It seems to me that what business 

81 



AMERICAN, BUSINESS POLICIES 

has got to do is "saw wood." It has got to do something. It has got 
to prove by its acts. . . 

The same thing is true of labor and agriculture. And it should 
also be true of government .. I think that if each one of us will approach 
our job 'from the standpoint of 'general public interest, we shall th~n 
find when the day comes to get together that we shall . not have 
many differences. 

In other words, I admit that· I am afraid of formal collaboration, 
because so far it has resulted in debate. But I think that a great deal 
can be accomplished along this other line. 

Mr. McKee: I think this point is worth adding here: The four 
top economists whom the C. E. D. has engaged-. -Dr. Sumner H. 
Slichter, Dr. Robert. D. Calkins, Dr. Theodore Yntema, and Dr. Neil 
H. Jacoby-all are looking at this problem from the very standpoint 
that Mr. Hoffman has mentioned. Certainly, each of these four men 
has an established reputation for looking at economic problems from 
the standpoint of the common good, including the long run good 
of labor itself. 

Mr. Hoffman: We ·even invited Miss Page to our last meeting; Dr. 
Ray Walsh, your C.l.O. economist, was invited but could not come; 
Dr. Fennelly is in touch with your C. I. 0. officials and your econo
mists continuously; Gardner Means is in touch ~ith them most of the 
time-because we feel we are trying to do a statesmanlike job for 
business. That, we think, is our first job. Our second job' is to make 
sure that we understand the viewpoint of' other groups, that those 
viewpoints are taken into account, and that we prepare ourselves for 
collaboration when collaboration is properly due. 

Now -I mean every word I .say. I do npt see any point in doing 
otherwise. It seems to me that the achievement of an economy in 
which we shall have this increased output of goods and services, goes · 
'way, 'way up--beyond either partisanship or politics, and we. must 
keep it there or we are not going to win out. 

Question: Assuming that a company is going. to plan boldly, what 
2ssurance have we that after A-Day or V -Day restrictions that are in 
effect will be lifted so that the planned, blue-printed program of 
business can go forward? 

Mr. Hoffman: I am in. no position to give you any assurance. 
However, I think that if the bold plans are ready, we shall have a 
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much better chance of having the restrictions taken off than if we are 
merely in a state of chaos. . 

· In other words, I think that this, after all, is a matter of public 
sentime11t. I think that perhaps the public sentiment against controls 
is building up to such an extent· that they may be taken off too soon. 
It may be highly desirable to have a continuation of certain controls 
for a short time •. although I want to make myself quite clear: the 
quicker we can get. back to a generally free competitive economy, the 
better it will be for everybody. But as long as we are short of goods, 
and as long as the demand is overwhelming, we may have to continue 
price contr~ls. We must not have inflation: But I am not concerned 
about the continuation of government controls. 

There are, for "the first time, sixty million families in America 
who know what control really is. Up until recently only a· few heads 
of business knew what government control was .. The word "control" 
had no significant meaning for the average American. It was merely 
academic, but there is now hardly a- person in America who does not 

·know what you mean when you talk about controls and regimentation .. 
He has been pushed around; he is going to be pushed around ·more, 
and he does not like it. So, I am not too concerned about the continu
ation of control and regimentation. 

Question: You mentioned the hundred billion. dollars backlog 
of savings. I am very much interested in that, because it touches on 
my business, teaching people to save money. How much of that is 
going to 'be released immediately after the war, and if a lot of it is 
released-say in the first three years after•'the war-just what effect 
is that going to have on the national economy, as· far as inflation is 
concerned, particularly if a large share of it is going into consumer's 
goods? 

Mr. Hoffman: I am sorry Dr. Fennelly is not here to answer that, 
because I do not know that I can do so satisfactorily. "Would you like 
to try it, Mr. Ruthenburg? 

· Mr. Ruthenburg: I share your wish. Mr. Hoffman, that Dr. 
Fennelly had not left so soon. I think Mr. Hoffman answered that 
partially a while ago when he said that he was fearful there would be 
a great pressure of public opinion toward the release of controls too 
quickly. In other words, if that great amount of expendable money· 
were available in the absence of a supply of goods, it would probably 
have a very serious inflationary effect; but if we can continue reason-
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· i1e government controls until there is a balance between supply and 

demand, it does not seem to me the situation will be very serious. 

Mr. Hoffman: I should like to add just this: I think realistically 
about the postwar period-that the one thing we can count on to 
guard against inflation over a five-year period for example, .is goods. 
In other words, a supply of goods. That is why tl:ie effort of the 
C.E.D. to prepare this bold plan quickly and to have action on it 
quickly, seems so important. If we can have goods enough, we shall 
not need the government controls, while if we do not have goods 
enough, government controls may have to be. maintained, and they 
will work very unsatisfactorily in the postwar period. You may be sure 
of that. Those· controls are not working too well now, although a 
good job has been done. Moreover, it would be extremely difficult in 
peacetime to make people feel that it was unpatriotic to patronize the 
black market. Remember prohibition. I think the public's conduct 
then would be such that the restrictions would be doomed. Our only 
hope is to have goods, to turn out goods enou~h; if we .do I think we 
can win. 

Question: Is it the consensus of this forum that taxes could, 
today or tomorrow, destroy this nation, as they have other nations in 
the past? 

Mr. Hoffman: As far as this forum is concerned, we say definitely 
"Yes." Would you not agree with that, Mr. Ruthenburg? 

Mr. Ruthenburg: Yes. 

Mr. Hoffman: I think there is one point that perhaps is not 
given enough weight in tax policy. It is not ,only the amount of taxes 
you raise that is important; it is bow those taxes are raised and where. 
I think that is best illustrated-in this way. 

: You can put 75 pounds on the back of a doughboy, and if it is 
properly distributed ·be can march twelve or fifteen miles a day. But 
if you place a thirty-pound pack on him and it is distributed in the 
wrong places, be will collapse within two miles. If we are going to 
have this very heavy tax burden to face whim the war is over, the 
question is, bow is it to be distributed? It must not be distributed so 
that it interferes with increased output any more than necessary, 
because taxes are always repressive. The tax burden should be so placed 
that it interferes the least with this expanded output of goods and 
se,rvices, because, if it is so distributed, it is then · possibJe to envision · 
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· carrying even a twenty-billion-dollar ·tax load; but a ten~billion
. dollar tax load can create terrific problems if it is distributed in such 
a way that it prevents our having the number of jobs available that 
we should have. 

Mr. McKee: One of your very good points was that we ought 
to motivate job-givers. Would you please outline in conclusion what 
you think are the most important things that should be done to mo
tivate, to create, the most favorable environment for job-givers? 

Mr, Hoffman:··we must have substantial restoration of rewards. 
We have got to have a reward for the man who puts his money into 
a SII)all business. and takes a chance that ' that business will prosper 
and grow. Now the thing that is so overlooked in considering venture 
capital is the fact that historically two-thirds of venture capital has 
always come from plowed-back earnings. 

If you are in business and if you are not allowed to use plowed
back earnings, but instead have to pay them all out in taxes, you do 
not have a chance to grow, and the very thing that bas built America 
and has built jobs is ·cut off at its root. So I think that, generally 
speaking, we must have policies that encourage people, and that means 
good tax policies. I think that actually tax policies encourage people to 
go into risky ventures and into risky enterprises. I think that tax 
policies alone can have a tremendous effect on the kind of an economy 
we want. 

I expressed myself this afternoon and repeat the thought here 
which I should like to make my final word. As we sit here in this 
forum, we should remember that our boys are fighting all over the 
world for our freedoms~ and that we are not going to win this peace 
by ourselves-not by a )ong way. The chances are that -the biggest • 
single contribution to the winning of the peace and the kind of 
economy we ·want is going to come from ~oys w~o are not home 
now. They are in the armed services and, when they come back, they 
are going to supply the dynamism that this enterprise system of ours· 
needs to make it expand as it should. It is these men that I have in 
mind when I speak of the postwar period. 

This afternoon a question was raised in our small meeting as to 
whether it was n9t unpatriotic to think of planning for the peace while 
we are still' in the midst of a great war. Certainly our· war obligations 
come first. No person should question that. Every American should. be 
sure .that he has made his maximum contribution to the winning of 
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the wac as the first order of business. But certainly we cannot with clear 
conscience today sit here and with a· "do-nothing" policy lose the. 
peace, for if we do, when the boys come back they will find that their 
chance to live in a decent world is gone because we did not take care 
of their interests while 'they· were away. . 
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