
STATEMENT BY THE PRESIDENT

Senator Taft is reported to have said that "apparently the Presi
dent and the Administration are abandoning talk of keeping prices down in 
favor of heavy spending abroad that will keep them up." The Senator said 
that loans to other countries for the purchase of goods here increase the 
competition on home markets and thus force prices up.

The Administration did not advocate,the Greek^Turkish aid program 
for the purpose of bringing prices down. It advocated that program for 
two important reasons — first, to extend aid to starving millions and to 
help restore their economies so that the world may regain its prosperity 
in the long run; and second, to help those nations which want to preserve 
their freedoms and to set up a bulwark against totalitarian aggression.
The Administration fully recognized that 'these foreign aid programs would 
place some strain "upon the American economy, particularly in the current 
inflationary situation caused by the high domestic demand and the shortages 
of some goods. But the fact that necessary foreign aid programs add to our 
economic problems at home makes it all the more important that we handle 
these domestic problems with vigor and common sense.

Price reductions, wherever they ire possible, are made even more 
urgent because of the additional strain which the world situation inescapably 
places upon our own economy. To say that we should abandon our efforts 
directed toward enduring world peace and freedom because these efforts create 
economic problems Is like saying that we should have ^abandoned our war 
effort because it created economic problems.

During the war, the tremendous demand for goods would have forced 
prices to fantastically high levels except for price control. With price 
control, we held prices at reasonable levels. Yet, because of the tremen
dous volume, business made fine profits even after taxes. We now have a 
tremendous peacetime demand, domestic and foreign,' but we have no price 
control. In such a situation, it is up to those whose profits are high 
at the current inflated prices to reduce these prices voluntarily — in 
their own interests as well as the interest of the American economy and 
the world situation. The very heart of my request for voluntary price 
reductions is that business intelligence must now take the place of 
Government regulation if our economy is to operate in the interest of 
all the people.

The Economic implications of Senator Taft's argument should be 
fully recognized. The Senator states that the only way to bring prices 
down is to reduce the demand for goods. If this were true of foreign 
demdnd, it would also be true of domestic demand.- Let us see where this 
would lead us. If the Government were to abandon its vitally necessary 
loan and expenditure programs, if wages were reduced, if savings were 
exhausted, and if unemployment set in, then there would be less demand 
and prices would drop. Senator TaJQt. would call this an adjustment. I 
would call it a tragic recession or depression.* There is nothing novel 
and nothing worthy about getting a price collapse through' reducing the 
demand. That is the typical road to a depression.*

The problem facing the American people is to maintain full employ
ment, full production, and high demand, and still to keep prices at reason
able levels. This is-the problem to which I have constantly addressed my 
efforts. Senator Taft's argument that high demand justifies-or necessitates 
high prices is fallacious and dangerous. It is based upon the idea that 
prices should seek as high a level as the traffic will bear, rather than 
the lowest level that is consistent with fair profits. That kind of 
practice is indefensible, and in the long run it Would destroy both 
prosperity and profits. The higher and more stable the demand, the more 
opportunities there are to sell goods — and v/ith assured high volume 
operations there i3 less and less justification for wide margins of profit 
per unit.
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Senator Taft’s economic philosophy follows the old idea of boom 
and bust. Under this economic philosophy, when demand is high, those who 
have it within their power to administer prices ‘charge every penny that 
they can got. After a while, purchasing pover is unable to keep up with 
the excessive price level. Then unemployment, business failures, cuts in 
production, and price reductions all follow in rapid succession.

For my part, I utterly reject this defeatist economic philosophy.
I believe in maintaining a full employment, full production economy. This 
necessarily means a high demand economy. But a high demand economy should 
not be a high price economy. On the contrary, high demand makes It feasible 
to earn good profits at reasonable prices. The boom and bust approach 
could ondanger our prosperity even at a time when underlying economic con
ditions are favorablo.

Si General Price Situation

My interest in voluntary price reductions is undiminisbed. They 
are as Important now as ever before --if not more Important.

The drive for voluntary prico reductions, while it has not gone 
far enough, has already yielded substantial results. First, the peaceful 
wago adjustments in some of the major Industries took place without cor
responding price advances, and this helped to bring production and purchas
ing power into better balance. Second, in recent months, the trend toward 
extraordinary price Increases which commenced with decontrol has been 
checked and moderate price declines have taken place. This is illustrated 
by the following table:

Weekly Wholesale Prices (Bureau of Labor Statistics) - 1926 * 100

Prices on Peak Prices Prices on Points of
June 29, 1946 and Dates May 31, 19^7 Docrcase in
(Original basic When Beached (latest avail index from
price control able data) Peak to
act expired on May 31, 1947
June 30, 1946)

All commodities 112.7 149.4 (3/29At) 147.4 -2.0
Farm products 140.3 104.2 (3/15/Vn 178.4 -5.8
Foods 113. 4 170.7 (3/8/47) 161.6 -9.1
All other 105.4 132.4 (4/19/47) 132.3 -0.1

Price reduction In many items of farm products and foods is as 
Important as in the case of industrial products. As the table shows, these 
prices have been reduced recently. Further reductions may be anticipated, 
iteither the individual farmer, however, nor the trader, nor the Government 
can - in the absence of price control - determine agricultural prices.
They depend larfjoly on competitive market conditions.

On the other hand, in the case of many industrial products 
deliberate voluntary price reduction is feasible, and in some cases, such 
as construction and construction materials, high prices impede activity 
of the highest economic and social importance. Yet, as the table shows, 
industrial prices have not come down as much as prices of farm products and 
food. They have been more resistant to desirable decreases. It is true 
that intensive foreign demand has kept some farm priceg higher than they 
otherwise would be. But this is no reason for.keeping industrial prices 
high where they could now be reduced for the long-run advantage of business 
and the country.
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