
VI. Focal Points for Economic 
Study 

In carrying out its own responsibilities under the Employment Act, 
the Council has found itself of necessity the carrier and purveyor of the 
kind of improved economic analysis to which reference has been made 
throughout this report. We have also been acutely aware of the gaps 
and deficiencies, because we have been challenged to arrive at judg-
ments upon matters where current facts and analysis have provided only 
a very partial guidance. Our desire is to stimulate individual and 
organized research through every available means. 

By stating with some definiteness the difficulties which we have en-
countered or anticipate, we hope to provide further stimulus to those 
lines of study and education which may be helpful to both business 
and government. Those who have read the various reports under 
the Employment Act will have identified some of these difficulties. 
But many of them are in the future, since the life of the Coun-
cil has thus far largely coincided with a period of high employment 
achieved by war-initiated momentum. This period, it is true, has 
presented serious problems concerned with inflation and its aftermath. 
But for the problems of the future, these earlier reports have been only 
trial runs. Largely concerned with immediate problems of postwar 
adjustment, they have not adequately explored the long-run problems 
of stability and growth. 

T H E PROCESSING OF FACTS 

Our economy consists of myriad interacting elements. The problem 
of analysis is to reduce them to manageable categories of thought, to 
trace the paths of interaction, and to identify strategic points at which 
particular actions will lead to desired results. 

At the base of the pyramid lie numberless facts. The principal way to 
impound economic facts is through statistics. The effort to carry for-
ward our work would have proceeded in darkness and disorder had it 
not been for the tremendous programs of collecting statistical data 
which have been put into effect over the past generation. Many private 
organizations—business, labor, universities, research institutions—have 
participated in this development. But in very large measure it has 
been and must be the statistical activities of the Federal Government 
which provide the necessary data. The cost and complexity of ade-
quate statistical services far exceed the resources of any private agency. 
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As soon, however, as our work was initiated, it became clear that 
existing statistical services although extensive were inadequate. This 
was indicated in a committee print of the Congressional Joint Committee 
on the Economic Report, Statistical Gaps, issued in 1948. It presented 
a series of recommendations concerning the need for more complete 
Federal statistics in several fields, summarized as follows: 

(1 ) Periodic surveys of consumer purchasing power and demand, sufficient to 
show-— 

(a) the distribution of income and saving available for expenditures by 
geographic areas and among various consumer groups and income brackets, and 

(b) current and prospective patterns of consumption and expenditures. 
(2) Collection of information on wage earnings of employees in activities not 

covered by our social security system. 
(3) Improvement of the information on returns to capital and management of 

unincorporated businesses. 
(4) Collection of more information on employment and unemployment, adequate 

to reveal geographic differences in employment trends and unemployment rates, and 
to provide data on occupational and other characteristics of the unemployed. 

(5) Development of more complete and current information on financial trends 
in business, providing industry totals, data on business operations by size of business, 
and information on business concentration. 

(6 ) Taking of an up-to-date census of wholesale and retail trade and services by 
means of which the current statistics on business and distribution may be improved 
and made more reliable. 

(7) Development of adequate concepts for measuring productivity and the collec-
tion of data to supply information on the course of changes. 

(8) Development of data on costs of construction and improvement of data on the 
volume of new housing and nonresidential construction. 

(9) Improvement of inventory statistics by covering a larger and more reliable 
sample which would permit a break-down of inventories at the various stages in the 
industrial process. 

(10) Collection of detailed information on the relationship of requirements for 
materials, capital equipment and energy to the volume of production, to permit 
evaluation of the industrial consequences of production programs. 

(11) Collection of fuller information on business intentions with regard to capital 
expenditures and related data. 

(12) Collection of more current and detailed information on expenditures of State 
and local governments, for use in preparing estimates for the Nation's Economic 
Budget. 

This list is merely illustrative of the wide informational base upon 
which broad economic policy must be built. 

Statistical facts, however, are just the beginning—the raw materials. 
They must be made to mean something. Thus, the next great step lies 
in the field of analysis. What relations between particular sets of facts 
are of strategic importance? How do we relate the past relations to 
future relations? How should we try to shape the collection of future 
facts? 

In attempting to answer such questions, we come squarely to the func-
tions of economic analysis. And oddly enough, much of the most use-
ful economic analysis is not based upon detailed facts. It is concerned 
with the molds, or schemes of relationships, into which facts should be 
poured. A concept of national income, of consumer income, of sav-
ings, of investment, of economic input and output—all these and others 
are necessary before statistical facts can be made to mean anything 
in relation to one another. We need a clear conception of the nature 
and role of credit, of the impact of wage changes upon costs, prices, 
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and incomes. We need clearly to see why a scheme of competitive 
enterprise works, and wherein its problems lie. The analytical frame-
work can be, and has been, expanded and improved by economic 
statisticians. But it is largely economists who have devoted themselves 
to the broader framework of economic relations. Creative scientific 
thought and investigation precede the ability to build a radio, a bridge, 
or a bomb. And so it is with economics. In order to be more explicit, 
and to identify certain respects in which further economic analysis is 
needed, we shall now consider certain broad areas within which the 
Council's work falls. 

FORECASTING 

The first of these areas is the appraisal of current and foreseeable 
trends, commonly called forecasting. The immediate past is always 
fairly well visible to the naked eye with the aid of existing, though still in-
adequate, statistical data. The course of employment, business activity, 
credit, investment, consumption, etc., can be discerned, and their shifting 
relations followed for a past period of time. But what of the future? 
What is to be anticipated? And if the outlook is not satisfactory, with 
what confidence can preventive remedies be put into effect prior to the 
event? This is the rock upon which many people have foundered in 
their effort to see how any generalized economic policy might be made 
to work. 

While it cannot be denied that the art of economic forecasting is far 
from well developed, this shortcoming may easily be exaggerated. 
Expert attention to the course of events can give an informed opinion of 
where they are tending. On this basis, preparation can be made for 
meeting developments which lie within the range of probability. This 
is what the Council now has to do, and all those responsible for the 
development of private or public economic policy cannot avoid formu-
lating some view of the probabilities in the case. Nevertheless, the 
deficiencies are real and every effort needs to be made to diminish them. 

Various useful experiments are now under way. One of the most 
promising is the wide sampling of business anticipations and of business 
intentions with respect to investment. Fluctuations in business invest-
ment have in the past been very marked and are breeders of instability 
elsewhere. Knowledge of the prospects in that direction is one of the 
most important keys to the short-run outlook. It is, of course, true 
that business plans can be changed rapidly, and prospects as seen by 
private firms must be checked against all other indicators of trends. 
But the possibility of a much improved approach to forecasting is un-
deniable. The Department of Commerce and the Securities and Ex-
change Commission are jointly engaged in developing improved pro-
cedure in these fields, as are also several private agencies, particularly 
Dun and Bradstreet and the McGraw-Hill Publishing Company. They 
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promise to become increasingly useful as techniques are perfected and 
statistical samples broadened. 

Another promising type of inquiry is that which samples the financial 
position and anticipated purchases of consumers. The principal pioneer 
in this field is the Survey of Consumers' Finance sponsored by the 
Federal Reserve Board. From it may be inferred changes in the in-
tensity of consumer demand in different directions as, for example, 
toward housing, automobiles, and other durable consumer goods. As 
with business investment, consumer plans can change rapidly if income 
prospects change, that is, if the whole economic situation changes. But 
in conjunction with other indicators, such information is extremely 
enlightening. The techniques which are being developed are likely to 
be found useful by private market research agencies, bringing a marked 
increase in the available information. 

There are a good many types of statistical forecasting systems being 
experimentally used by private agencies, particularly financial and in-
vestment houses. Some of them may be very imperfect, but in the 
aggregate they include a large amount of intelligent effort to assess the 
factors which are shaping the future. The more widely such intelligent 
attention is directed to these factors, the greater will be the opportunity 
for well informed business decisions. 

DEFINING OBJECTIVES 

The second broad category of work identified by the Employment 
Act, and certainly central to economic policy, has to do with defining 
objectives. The Act calls this setting "needed levels of employment, 
production, and purchasing power" in order to promote maximum 
levels. The fields of inquiry implicit in these simple words are so 
numerous as to be almost beyond description. But what is involved 
may be indicated by selective examples. 

One group of subjects may be called the institutional structure of the 
American economy and the means to its improvement. This may be 
illustrated by the structure of the investment markets. One overall fact 
that seems reasonably clear in regard to the sources of funds is that busi-
ness and social evolution has wrought some irreversible changes in the 
mechanism of private investment. The role of the wealthy independent 
investor is diminished, while the importance of business savings and 
indirect institutional investment of individual savings is increased. Con-
structive effort to meet the problems involved in this adjustment calls 
for intensive research into existing and potential new means by which 
the savings of the security-minded small saver can be made available for 
business investment without excessively burdening risky enterprises with 
debt. 

The central importance of this problem is apparent on its face, since 
one of the surest ways to halt progress and magnify unemployment is 
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for a large part of the saving of the people to fail to find an outlet in 
new productive capital. The study of this problem is one which deserves 
wide attention by economists and by those agencies engaged in admin-
istering the people's savings. Such studies can broaden out to include 
the whole credit structure of the country, including that part which is 
directly administered by the Government, with a view to adjusting it 
to the expanding and changing needs of the country. 

Problems of institutional structure arise in many other fields, for 
example, in the labor-management field. The whole economic well 
being of the country is closely related to the outcome of collective 
bargaining agreements. The basis for decisions compatible with the 
public interest, under modern conditions, requires continuing intensive 
study by economists, by government, and by the parties to the bargaining 
process. Similarly challenging problems arise also in the field of market 
structure where the price and production policies of large-scale business 
have a very direct bearing upon the health and progress of the economy. 

Institutions exist for a purpose. One way of stating the purpose is that 
they are for achieving goals. The primary goal under the Employment 
Act is that our working population and other resources should be as 
fully and efficiently employed as possible. But this goal embraces in fact 
many goals. It comprises all the conditions which are significantly rele-
vant to the central purpose. Consequently, in addition to concern with 
the improvement of institutional structure, economic study and policy 
should concern itself with another group of subjects under the broad cate-
gory of goals, or needed rates of growth in various directions. There are 
various ways of approaching this subject, and one of them is to assume 
that, if things can be kept going well in the short run, the long run will 
look after itself. There is some point in this thought, but not so much 
that the Council has thought it proper to forego all inquiry into the 
capacity of the economy for growth. On the contrary, we have felt it 
important that explorations be made, in quantitative terms, into the 
productive potential of the economy as time goes on, and into some of 
the interior adjustments within the economy which that development 
will entail. 

The Council's own experiments in this field have been conducted in 
the form of hypothetical projections of the Nation's Economic Budget. 
But they can be conducted in other ways, and the more ways the better. 
In any case, they all involve an advance estimate of our productive 
resources at various stages of development and the amount and character 
of their productive yield, upon certain stated assumptions. A path-
breaking contribution to studies of this sort was the comprehensive 
volume, America's Needs and Resources, prepared by the Twentieth 
Century Fund. 

In a way, it is not entirely satisfying to call the outcome of such 
projections "goals." They are not like the goals of a Russian five year 
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plan. They are not "plans" toward the achievement of which every 
resource of public authority will be directed, and for failure of which 
heads will fall. In one sense, they are bench marks of progress, evidences 
of the attainable. But in another sense they are simply an instrument 
through which we can more carefully study the conditions of progress. 
Does one anticipate a growing or declining relative place of government 
in the economy? And why? What factors suggest a changing propor-
tion between the production of capital goods and consumer goods? 
Is it possible to measure the levels of investment needed to support stable 
progress? The mere effort to make the projections leads the mind to 
ask fundamental economic questions. While some of the answers are 
necessarily very general or tentative, they are not without meaning 
or utility. 

But more is accomplished by this occupation. It moves us toward 
a closer inspection of the logic of various public programs of a develop-
mental character. Upon what assumptions is the size of programs of 
resource development based, and how are they related to other assumed 
developments in the economy? With what state of economic develop-
ment is a housing program equated? Upon what base of national 
income can social security obligations be projected? Such tests of rele-
vancy are presented to public programs reaching far into the future. 

One further purpose is served. The American economy cannot reach 
its potential unless its possibilities catch the imagination of those who 
plan for the future and invest in it. If investment decisions are made 
on the basis of "experience" alone, the backward view, they may not 
adequately correspond to what the future can support. The possi-
bilities are not infinite but they are great, and numberless farsighted 
private decisions will have to be made to capture them. 

The adequate exploration of the future calls for the best talents of 
many minds. Economists and statisticians can work out the models 
and fill in many details, but the attention of experts in many fields is 
needed. The improvement of our economic institutions, the patterns 
of growth in our resources—these are subjects which will repay dividends 
to detailed analysis in the form of a more comprehending approach 
over the years. 

POLICY MAKING 

The third broad category of tasks falling to the Council is that of 
appraising and recommending policies and programs. The two other 
categories of our work, as discussed above, are technical in character. 
While they give rise to disagreement, it is disagreement mainly on tech-
nical questions of analysis. But this third category is in vital respects 
of a different sort. It is public action that is under discussion. These 
actions in some measure affect everybody, in their self interests, in their 
most deep seated ideas of what is good and what is not. Economic ac-
tion in a democratic society is distilled out of varied viewpoints. 
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The work of the Council necessarily involves controversial issues. But 
in this report we deal with that primary aspect of the Council's concern 
with policy which is technical in character. The process of arriving at 
informed judgments concerning measures which will contribute to eco-
nomic stability is to a high degree an objective process. It involves 
economic analysis of the consequences of various lines of action. It 
requires the choice between alternatives on the basis of that analysis. 

The pattern of sound economic policy is not easily discerned. There 
are other ends of national policy besides economic stability and growth. 
Some of these have to be accepted as data. The size of the defense 
program required for national security, for example, involves factors 
which the economist cannot even weigh, although it involves other 
factors where his techniques may be useful. Yet even within these 
bounds the task is complex. Particular measures may have short-run 
effects of one character and long-run effects of another. Or they may 
have conflicting types of short-run effects. In an inflationary period the 
building of more houses may force prices up by competing for scarce 
materials, but it may also relieve a critical housing shortage. Which 
consideration has the greater weight? A blend of judgment is con-
stantly needed. 

The problems of practical economic evaluation extend even further. 
How is it best to do the things which ought to be done? Means and ends 
are almost inseparable in their impact upon economic activity. Enough 
has been said to suggest, though only broadly and with little detail, 
that there are almost endless spheres in which the talents and skills 
of economists and other experts could be brought usefully to bear upon 
the problems of economic stability and growth. We hope that both 
with and independently of our stimuli there will be much more effort 
by others in many fields, and that the results of their work will flow 
freely for the benefit of all. 

The task, however, goes further. Economic policy is not the exclusive 
province of economists, or of the Council or the Congressional Joint 
Committee. The impress of facts and of acute and disinterested analy-
sis must be widely felt. It must be felt in the Congress, throughout the 
executive agencies, in the circles of business and farm and labor leader-
ship, and out into all the byways of the country. The problems must be 
widely known; technical foundations of policy must be widely under-
stood; the disinterested and professional character of the underlying 
analysis must be established. If this foundation can be built, economic 
measures designed intelligently in the public interest should increasingly 
find their way into the stream of public and private action. 
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