
C H E S T E R B O W L E S 
A D M I N I S T R A T O R 

OFFICE OF PRICE ADMINISTRATION 

WASHINGTON 25, D. C. 

April 22» 1944 

Mr# Marriner S. Eccles 
Chairman 
Board of Governors 
Federal Reserve System 
Washington, d# C• 

Dear Marriner: 

I am enclosing a couple of speeches 
on which I am anxious to get your comments» 

Anyone takes his life in his hands 
these days when he discusses such controversial 
subjects. I do it with great humility and they cover 
my own ideas on some of the problems which we will 
face, 

I will look forward to seeing you 
on May 11th at lunch. 

My "best personal regards. 

Sincerely, eu-
Chester Bowles 
Administrator 
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OFFICE OF PRICE ADMINISTRATION 

C Highlights from talk by Price Administrator Chester Bowles to national Better 
Business Bureaus, Chicago, April 25, 1S44 

During the past two and one-half years of all-out war we have seen what Americ;? 
usiness men, American industrial workers, and American farmers can accomplish when 
.ney are given a clear road, a green light and the incentive to produce at top speed 

But we can also remember back to the days of 1932 when our economy was coughing 
'long on one cylinder, with 15 million unemployed, with 85 percent of our "industry 
operating either at a loss or on a break-even basis, wit.1"! widespread economid priva-
tion both on our farms and in our cities ... 

How about our economic future after the war? Will we again face unemployment v 
insecurity for our workers, losses and bankruptcies for our farmers and our busines 
men, a hopeless str- ggle against inflated post-war prices? ... 

The answers to these questions, it seems to me, depends on two broad develop-
ments. First, our ability after this war to develop a well planned government 
program, fully endorsed by all economic groups in our economy, which will eliminate 
the wild fluctuations of the business cycle and help to insure a high and sustained 
level of business activity and national income. 

Second, the ability and willingness of our industrial leaders to ivork elosely 
with labor and with our farmers on a program which will bring to the consuming publi 
the highest quality goods at the lowest possible prices and in the greatest possible 

/"""̂ volume. 

Most emphatically, I am not suggesting a government that competes with 
industry, a government that minutely regu?ates all our business operations. I am 
thinking of a government that stimulates, encourages, and support/^ free enterprise, 
l am thinking,in a word, of government that underwrites a high and expanding level 
of business activity, a high and rising level of the national income ... 

Regardless of the government's ability to maintain a high level of purchasing 
power, free enterprise may still fumble the ball if it does not meet car peacetime 
economic issues squarely ... Business must do everything within its powers to provid-^ 

• goods at the lowest possible prices and the highest possible values. In other 
:-/ords, business, for its own profit and for the fullest development of our economy, 
must persist in a pricing policy which will produce the greatest possible volume of 
goods. 

When the v/ar is over, we will have at our command the greatest and most 
efficient industri 1 machine the world has ever seen. We will have the best skillcd 
labor force in hist,ry and the best management brains anywhere in the world. With 
these great blessings, we can produce a standard of living far higher than anything 
we knew before the war ... 

The formula, I believe, is reasonably clear and simple. An enlightened govern 
ment program of taxation, debt handling, credit control, and where necessary public 
works, in order to maintain high purchasing power. An enlightened industrial Cprogram of high wages, increased values to the consumer, full volume, lower distri-
bution costs - all geared to take full advantage of a mass market. 
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OFFICE OF PRICE AIMINISTEATION NB-2^19 
Cleared and Issued Through Facilities 
of the Office -of War Information. 

Speech by Price Administrator Chester Bowl^s b^for? the National 
Better Business Bureaus, Chicago, Tuesday, ̂ pri1 25, 19^4 

I am delighted to have this opportunity to talk to the National Better Business 
Bureaus here in Gidcago. ... , 

As; .la: busii-n.ess. man before the.war »1 I was able to work with the Bureaus, in several 
cities.. As a government official I have been closely associated during the last 
two years with two of your own members» Ken Backman of Boston, and Marshall Mott 
of Hartford. 

There are jeveral subject about which I would like to talk to you tonight. For 
instance, the pricing procedures that we follow in our. efforts to maintain a stabl 
wartime economy ... our work with business groups, labor groups and farm groups, 
and the pattern which I. believe is being developed for closer cooperation between 
differ ent segments of our economy and the Federal. Government ... and some of the 
day to day problems we bureaucrats fac^ in Washington'. 

I would prefer, however, to do a little crystal gazing about what may lie ahead 
for all of us when the , war has .been won. I would like, to give you some of my 
own first hand impressions ..on ;the decisions which industry must ->.ce in the 
future when peace finally comes and government controls are removed. 

They are my own opinions offered to you only for what they may be worth. I ad-
vance them with caution and considerable humility, because the problems are vast 
and no man can hope to have .the answers. 

The military experts tell' us tha,t the war is a long Vay from being won. We know 
that until the final defeat of Germany, reconversion must be limited to the 
merest trickle. 

But, believe me, it is not too early to start thinking in v4 -r^ns terms about 
the ways in which our post-war economy can best function in th3 interest of all 
.of our citizens* ~ . 

During the past two. and-one-half years of all-out war w? have s at first hand 
what American businessmen, American industrial workers, and American farmers can 
accomplish one e th>y are given a clear road, a green light and the incentive to 
produce at top speed. 

Today wartime industrial activities are at an all time peak. Industrial produc-
tion is more than double what it was before the war. Farm production is also at 
record levels. Business profits, weekly take-home wages, and net farm income 
are all at th» highest points in our history. . * ' 1 ~ 
But we can a l so remember back to the days of 1932 when our economy was toughing 
along on; one, cylinder; with 15 million unemployed, with 85 percent of our in-
dustry operating either at a,..loss or on a brea.k-even basis, with widespread' 
economic privation both, on our farms and in .our cities. 

>•». 1' 
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Even more recently w s can rennmber the fact that in 1939 there were still nine 
million American workers, ready and anxious to work for whom we had no jobs. Our 
economy, according to present wartime standards, was still a patchwork affair 
running in low gear. o 
How about our economic future aft er the war? Will we again face unemployment and 
insecurity for our workers, losses and bankruptcies for our farmers and our busi-
nessmen, a hopeless struggle against inflated post-war prices? Or will we sustair 
our present levels of production for the manufacture of peacetime goods? Will we 
succeed in our efforts to build a vigorous expanding peacetime economy under free 
enterprise ... an economy devoted to the building of the high standard of living 
for all of us ... which our businessmen, our industrial workers and our farmers 
are so readily capable of producing? 

The answers to these questions, it seems to me, depends on two broad developments. 

ifirst, our ability after this war to develop a wel l planned government program, 
fully endorsed by all economic groups in our economy, which will eliminate the 
wild fluctuations of the business cycle and help to insure a high and sustained 
level of business activity and national income. 

Second, the ability and willingness of our industrial leaders to work closely with 
labor and with our farmers on a program which will bring to the consuming public 
the highest quality goods at the lowest possible prices and m the greatest pos-
sible volume. 

The first of thes 1 two points, I discussed yesterday in Detroit. It is a big and 
complicated subject bound up in prejudices and economic superstitions. 

Too ma.'.y of us still talk as though the governmentw^r© a remote and irresponsible 
body* We forget that we ar.e the government; and that the government is responsib] 
to our collective will. The government, our government, is good., bad or indif-
ferent, depending on our efforts. If it fails follow our wishes, we can and 
should substitute a government that will. 

Most emphatically, I am not suggesting a government that competes with industry, 
a Government that minutely regulates all our business operations. I am thinking 
of a Government that stimulates, encourages, and supports f r e e enterprise, a 
Government whose job it is to see that the conditions are maintained which enter-
prise must have in order to function efficiently and smoothly, I am thinking, 
in a word, of a government that underwrites a high and expanding level of business 
activity, a high and rising level of the national income. 

A government pro ram designed to maintain markets for everything that can be pro-
duced will call for the full cooperation of business, industry, labor, and farmers 
All these groups .must jointly insist, for their own benefit and for the benefit 
of all our people, that our Government fulfill this basic underwriting function. 

What I would like to discuss today is the second point, the part that business 
must play in keeping our enterprise system vigorous and strong and in providing 
the economic abundance which only free enterprise can provide. For while the 
role of Government is essential, and one we shall neglect at our peril, .it is 
to the initiative and imagination, the resourcefulness and drive, of free enter-
prise that we must look for the fulfillment of our economic promise. 
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As the war draws to a close, the War Production Board will gladly 
relinquish its controls over raw materials and economic production in general. 
The Office of Price Administration, with at least equal cheerfulness, not to 
say relief, will first relax and then eliminate its controls over prices and 
rents and the distribution of scarce commodities. 

At that time, the economic "ball will he placed sauarely in the hands 
of our free enterprise system. Business men will "be free to make what they 
choose, to sell their products where they choose, and at price:, which in their 
opinion, are proper. 

Let's hope that at that time a vigorous and courageous government fin-
ancial program is available - involving a scientifically planned tax program 
to stimulate enterprise and consumption, the skillful management of our 
national debt, the fullest possible use of our credit facilities, the encourage-
ment of exports and the carefully timed flow of government expenditures into 
public works. 

But given such a program, given the broad support which it must have 
from every group in the country, the basic task of producing ¡̂ oods and pro-
viding jobs will be squarely up to "business—to the leaders and managers of our 
enterprise system. In meeting this task they will meet problems that will 
call for the highost order of economic statesmanship and managerial ability. 
The task will call for vigorous and imaginative leadership. 

Regardless of the government's ability to maintain a high level of 
purchasing power, free enterprise may still fumble the ball if it does not 
meet our peacetime economic issues squarely, and if a vigorous and imaginative 
leadership is not provided. 

There is, I believe, one basic policy which our business leaders must 
, accept if our free enterprise system is to function as successfully as it 
must. Business must do everything within its powers to provide goods at the 
lowest possible prices and the highest possible values. In other words, 
business, for its*own profit and for the fullest development of our economy, 
must persist in a pricing policy which will produce the.greatest possible 
volume of goods* 

On that point most of us will nod our heads in approval. But let's 
not fnol ourselves about the complexity of this problem 

In the good old days of the eighteen hundreds, we lived inta tjuly free 
economy. The price level depended entirely upon the supply of goods and the 
number of Customers available with ready cash. 

During the latter part of the 19th century, the monopolists began to 
gain a grip on the free pricing of goods through supply and demand. The Sherman 
Act was passed and later the Clayton Anti-Trust Act. Tedd;' "Roosevelt built a 
reputation on trust busting. 

We still have our monopolies today. There is still work to be done in 
getting them under better control for the benefit of our business men who be-
lieve in a competitive system and for our consumers who seek better values. 
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But, in my opinion, this subject of monopolistic control has "been vast ly over-
simplified. The high price - short volume trend which existed in many parts of k 
our economy before Pearl Harbor is, in my opinion, as dangerous to* the future healfl^^ 
of our free enterprise system as the old monopolies which caused the ruination of so 
r.any business men forty years ago. * 

In 1939, before the outbreak of war in Europe, the old-time monopolies were few 
in number. We may agree, however, that the law of"supply and demand, which most 
easiness men accept as a basic part of our free enterprise system, was only partiall; 
in effect. ."- , ' • 

Dozens of industries, to be sure were selling their products on a mass basis at 
one lowest possible unit profit. But, in many others, and through one means or anot! 
prices were maintained well above the normal levels. As a resuio, volume in'these 
industri es failed to reach maximum levels. Smployment was curbed artificially, and 
our low income citi-ens were deprived of goods which would have helped to raise the' 
standard of living. 

After the war there will be temptation for many of our business men to adopt" 
a similar snort sighted policy on pricing. The backlog'demand for vacuum cleaners, 
for autraobiles, and other consumer durable products will "be huge. Instead of 
building the finest possible product and pricing it at the lowest possible price 
in order to reach the widest possible market, business leaders in any one of these 
fields might consider a different policy. 

They might say tft themselves: ^The demand is big now . . . . but some day it 
may run out. Many people will pay a good price. I will bo better off over a 
period of years, if I make a hundred thousand units a year at a. profit of $20.00 
each, than if I make two hundred thousand units a year at a lower price, giving me 
a profit of only $10.00." 

-"nat point of view would deny many of our people the benefits of American 
hisiness efficiency. It would result in the employment of fewer workers and the 
reduction of purchasing power. It would be dangerous in the extreme. If adopted 
on a. broad scale, it would inevitably lead to collapse. 

When the war is over, we will have at our command the greatest and most 
.fficient industrial machine the world, has aver seen.. We will have the best skilled 
labor force in history and the best management brains any where in the world. With 
these great blessings, we can produce a standard of living far higher than anything 
we knew before -the war. 

Our wage rates must remain high as a means of maintaining nigh over-all pur-
chasing power. To reduce v/ages iñ an effort to lower costs is a snare and a delu-
sion that will lead only to shrinking markets. But every other means must be taken 
to reduce prices to the lowest possible levels in order to reach the widest markets. 
By this policy, our business men can open up unlimited markets for automobiles, for 
airplanes, for building materials, for clothing, educational facilities, recreation 
and services which a few years ago might have been considered luxuries only avail-
able to thé wealthy. • - i 

With a vigorous full production economy producing annually 1-50 to 200 billion 
dollars worth of goods and services it is difficult to see how'any capable busi-
ness man of even reasonable ability could fail to profit, andjprofit on a sub-_^~ 
stantial basis. Ho worker could fail to make good wages, and td^stttbiisíí for Digitized for FRASER 
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for himself and his family the economic security which he has lacked in the past. 
'.To farmer could fail to improve his standard of living. 

The formula, I "believe, is reasonably simple and clear. An enlightened govern-
ment program of taxation, debt handling, credit control, and where necessary, 
ublic works, in order to maintain high purchasing power. An enlightened industrial 
...rogram of high wages, increased values to the consumer, full volume, lower distri-
oition costs - all geared to take full advantage of a mass market. 

The formula, it seems to me, makes economic sense. It adds up .But we are 
^illed with suspicion and prejudices. Our minds are still entangled with age 
old economic fallacies and bugaboos. 

Before the war, to a large extent, we still approached our Joint problem of 
building a secure and prosperous America as individual groups intent only on gain-
ing a selfish advantage for a particular interest. We failed to realize that a 
truly propserous and secure America must bring propserity and security to all 
groups - not just to one or two. 

During the last two and one-half years we have come a long way together. Many 
hundreds of business men have entered the government service and have learned the 
problems air"1 responsibilities and opportunities of government in a democratic free 
country. Side by side, labor and management have learned that together they can 
produce miracles of production. And both labor and management have developed an 
increasing admiration for the work of our farmers, who in addition to feeding the 
American people on a normal peacetime scale, are now sending vast quantities of food 

p̂fc to our Allies. We have learned a lot. But have we learned enough? 

After the war, in my opinion, the American people will insist on full productio 
and full employment and the full use of our learning facilities. They have seen 
what full production can do in wartime. If our peacetime machine, for any reason, 
fails to produce equally well in raising our peacetime living standards, they will 
not sit idly by; They will, I believe, demand jobs as security, and by one means 
or another they will get them. 

Our people place a higher value on freedom than any other people on earth. 
Jut the history of ilurope between the wars teaches us that when men are insecure and 
+vheir families go hungry, they are willing to barter even their freedom for bread. 
It would be a grim joke indeed if our failure to make our free enterprise economy 

4 function after the war resulted in the very totalitarianism here in America against 
which we are fighting abroad. 

Gentlemen, our destiny lies in our own hands. It rests with us whether to ful-
fill the promise of American or to lose it. 

I am confident that, measuring up to our great traditions, we shall meet the 
challenge of the post-war world as we have met every challenge of the past. I am 
confident that we shall retain our freedom, that indeed we shall enlarge it. I am 
confident we shs.ll,.. ^ through f r e G enterprise, create in this land of 
ours the greatest era of prosperity and veil being that any nation has known in all 
history. 
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OFFICE OF PRICE ADMINISTRATION 

Highlights of talk by Price Administrator Chester Bowles to Economic Club, in 
Detroit, Michigan; April 2k, 194U 

When the war is over and when our huge war expenditures disappear, what happens 
then? The problems as I see them fall into two major groups, ^irst, the problems 
of reconverting the economy from war to peace. And, second, the problems of sus-
taining a high level of production and purchasing power one >•• ..time reconversion 
is complete.... 
The demands of a rigorous, expanding America with economic security for all of us 
can fill and more than fill the void that will be left when government war ex-
penditures are tapered off. They can keep our economy running indefinitely at 
peak capacity. 
But these are only potential demands. Whether they will materialize in actual 
orders on the books will depend, first of all, upon how effectively we plan the 
job of unwinding our wartime economy. The job will not be an easy one and a 
slip may well spell disaster... 

* 

Full advantage must be taken of our export markets. This, in particular, requires 
positive action before orders can be rung up in the cash register...We shall have 
to provide credit. We must make the decision now that credit will be extended 
and we must today begin to set up the machinery that these operations will re-
quire. . .. 
We must determine now that public works,,. .Federal, state and local... will be 
thrown into the breach at precisely the time and in whatever qui itity is neces-
sary to keep th-e wheels of industry running and to keep men at their jobs. This, 
ton, requires immediate action.... 
We must determine now that any broad deflation of our present price and wage 
structure will not be permitted. Vie have placed ceilings over prices and wages 
to prevent wartine inflation. In the reconversion period, we must protect prices 
and wages to prevent equally disastrous deflation... 
Congress has committed the government to support farm prices for two full crop 
years after the war. That was a wise and farsighted move...We may have to move 
further in this direction and support the prices of many basic raw materials... 
I yield to no one in my confidence that free enterprise will continue to provide 
a higher standard of living under a free government and with full opportunity 
for the individual than any other system. But very frankly I have no patience 
with those who can see only its virtues and are blind to its past defects or un-
willing to take steps to correct them. 
We must eliminate th-1 business cycle. By so doing, we can sustain business ac-
tivity at all times at levels in line with our ability to produce. 
This must je the primary objective toward which the thinking of our business 
leaders, our labor and farm leaders and our government officials must be directed 
in the period after the war... 
Business must gear itself both physically and psychologically to continuous op-
erations at peak capacity, pricing its output low enough to tap the mass markets 
without which thos? operations cannot be sustained. Labor will have to abandon 
restrictive and make-work practices, thereby permitting continuous reduction of 
costs which technological improvements make possible. Farmers...will welcome the 
conditions of sustained high purchasing power under which curtailment of farm 
production will not be necessary. 

ft?fir 
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OFFICE OF PRICE ADMINISTRATION 
Cleared end Issued through Facil-
ities of the Office of War Info. 

"PRICE CONTROL TODAY AND BUSINESS AFTER THE WAR" 

Speech Chester Bowles, Price Administrator, "before the 
Economic Club at Detroit, Michigan, on Monday, April 2k, l̂ jjjf 

The history books tell us that in every war in which we have ever fought we have 
gone through a period of inflation followed by post-war collapse. 

In World Wc-.r One, although industrial production increased only twenty-five percent 
prices spiralled upwards at a dizzy pace only to plump traditionally in the ex-
pected post-war collapse. 

In 1920, at the peak of the inflation, all of us, businessmen and farmers ... 
thought we were rich beyond our fondest dreams. Yet in twelve short months farm 
prices were cut in half. Payrolls had dropped a third and overall business profits 
were wiped out altogether. Within twelve months, we had passed from wartime pros-
perity to peacetime bankruptcies, foreclosures and unemployment. 

The passage by Congress of the Emergency Price Control Act in the Winter of 19U2 
ignified our determination to prevent inflation during this greatest of all wars. 

OPA's responsibility for administering this Act has been a staggering one. There 
has been inevitable confusion and mistakes and delays. 

We in OPA have been subject to many pressures and the target of considerable criti-
cism — some sincere and some obviously selfish. 

But today a.s the smoke gradually clears away we are beginning to realize that the 
basic objective has been achieved. Inflation ha.s been n Id sharply in check and 
the skyrocketing of prices has been prevented. 

Today, the overall cost of living stands only six and one-half percent above the 
levels of two year? ago when the OPA first established price control at retail. 
Even more important, the cost of living now stands almost exactly at the levels 
of a year ago. The same is true of prices. For twelve difficult wartime months 
and in spite of heavy inflationary pressures, the price line has been firmly held. 

In stabilizing prices during the present war, all of us, business, farmers, workers 
and government .... have made a distinct contribution to a sound and prosperous 
economy when the war is over. And it's this post-war economy of ours that I would 
most like to talk to you about today. 

As Price Administrator, I'm necessarily in close touch with all the various groups 
which go to make up our American economy, for the simple reason that our economy 
revolves around prices. In my position, I have a unique opportunity to talk to 
farmers, to businessmen, to labor leaders and to learn at first hand their hopes 
and their fears and their plans for the future. 

o 
Let me stress that the views I will present are my own, and that 7. offer them with 
7*reat humility. The problems that I will discuss are vast and the roads are strang 
and unfamiliar. No one man or any group of men can begin to have the answers. 
Today our industrial production stands 125 percent above the levels of 1939» Today 
our farm production stands at the highest levels of history. Today, everywhere 
jobs go bagging and everywhere, anybody can sell anything that he can produce. 
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But lot's not forget that this unprecedented level of business activity is v 
built diroctly upon war demand. Today, Government is taking half the national 4 
output. Directly c- indirectly, Government is now providing half the jobs and 
half the payrolls of the country. 

When the war is over and when our huge war expenditures disappear, what 
happens then? Will there be a market for all the goods we can produce? Will there 
be a job then for everybody who seeks one? Will we sustain the present high level 
of product:"-.1, employment and national income in building an economy of abundance, 
an economy which will produce prosperity and security for all of us .... our in-
dustrial workers, our farmers and our business men? Or will we again return to 
the unemployment, the artificial scarcities, and the low standard of living which 
plagued so many millions of our citizens before the war broke out? 

Now there are Pollyannas in our midst who say that there is nothing to 
worry about, that when the Government ste^s out of the market, free, enterprise 
will step in as fast as the Government makes room for it. 

Maybe there are some among them wvo really believe this. But most of them, 
I think, are whistling to keep up their courage. I notice that whenever there's a 
•̂ eace rumor, the stock market takes a bad dip. Every business firm I know is 
accumulating reserves as fast as the excess profit taxes will allow, to meet the 
-lirty ¥/eather it believes lies ahead. And not a day passes but some industry 
Troup is in my office telling me not to misjudge them by current earnings. After 
all, they say, this is our one chance in a lifetime to make some real money. 

I think most reasonable men will agree that we have our work cut out for us 
if we are to prevent a post-war collapso. And I don't think anyone hero thinks we 
can prevent it by clinging to age-old economic prejudices or trying to recreate the 
golden era of President McKinley. 

The problems as I see them fall into two major groups, rirst, the problemi**^ 
of reconverting the economy from war to peace. And, second, the problems of sus- , 
taining a high level of production and purchasing power once wartime reconversion i, 
complete. 

Our first ajid most pressing problems will be those of reconverting our war 
machine to fit our peacetime requirements. If we botch these up, we shall obviously 
jeopardize our chances for a prosperous peacetime future. 

It "a going to take expert management and a firm hand to bring us through 
the reconversion period with a whole skin. War contract termination settlements wil" 
have to be made, and they will have to be made on a basis of fairness and speed. 
War facilities and stocks will have to bo removed from private plants before peace-
time production can be resumed. Millions of war workers will have to be placed in 
new jobs, frequently in different industries and freouently in different communities 
Millions more will 'be returning? froiii '"the . armed services. .1.' . 

There will be billions of dollars worth of Government plan -,s to dispose of 
and tens of billions of dollars of Government stocks .... running all the way from 
"rucks to safety pins .... that must be sold in this country or abroad without de-
moralizing our markets. 

These adjustments will all be difficult. But no one should doubt our ability 
+•0 make them successfully .... provided that the national buying power can be sus-
ainea and markets found for all the goods we can produce. 

Can we find those markets? That is the real question and I think the answc ^ 
zo it is yes. Let's-add it up. First, there is an -enormous backlog of demand for 
millions of automobiles, vacuum cleaners, refrigerators, house furnishings and other 
consumer' durable goods. We shall come out of the war with ov̂ _" e^o hundred billion 
dollars of wartime savings with which to purchase them. 

M/tt 
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Second, there is a vast "backlog of investment requirements on the 
part of business. Stocks will have to he replenish13 , obsolete and worn eouip— 
ment will have to he replaced, many plants will have to "be expanded to fit in-
creased civilian requirments. Business v/ill have liquid reserves accumulated 
during the war amounting to over 25 "billions. 

Third, there is a great "backlog of regular public construction.... 
local, State and Federal. During recent years, many necessary projects have 
had to be suspended for lack of manpower and materials. Even essential re-
pairs and replacements have had to go cy the board. 

Fourth, there is an enormous potential demand for our exports. Dur-
ing the period of reconstruction, Europe and Asia will need vast quantities of 
goods of every character and description and ours will be the only industrial 
economy which will not have suffered the ravages of war. 

Finally, beyond these great backlogs* which represent the damming 
up of customary demands, there are vast demands which have never before been 
tapped. 

There are still millions of our farmers who do rot have electricity 
and electrical appliances, who still lack a host of modern improvements and 
conviences of every description. Before the war there were tens of millions of 
city dwellers who were living below the level of proper nutrition, who lacked 
the money to buy decent houses or to wear decent clothing. Although our pro-
duction of automobiles, house furnishings and equipment was large, it was still 
far below the actual needs and requirements of our citizens. 

- • 

And as a Nation — all of us together — we have vast unfulfilled 
needs for more schools and colleges, for more hospitals, and more parks, for 
modern highways and bridges.....in fact, for the development of the complete 
modern social economic civilization with benefits for all which we of all 
nations are so fully capable of building. 

Taken together, these demands of a vigorous, expanding America with 
economic security for all of us can fill and more than fill the void that will 
be left when Government war expenditures are tapered off. They can keep our 
economy running indefinitely at peak capacity. 

But we must remember that these are only potential demands. Whether 
they will materialize in actual orders on the books will depend, first of all, 
upon how effectively we plan the job of unwinding our wartime economy. The job 
will not be an easjr one and a slip may well spell disaster. 

If when the war is over we fail to take full and immediate advantage 
of our export opportunities, if we are not prepared to.throw in public works 
when they are needed, business activity will slow down. If that happens, em-
ployment, payrolls and prices will begin to fall and the vast potential demand 
of 132 million consumers and of 3 million businesses trill dry up and disappear. 

Men who have lost their jobs may draw down the family savings to buy 
bread and butter and to pay for their rent. But they don't buy that new re-
frigerator and bbey donrt buy that new car, and they don't make a first pay-
ment on a new home. If we permit the level of employment to shrink most of that 
hundred billion dollars of wartime savings is going to stay put in the bank 
accounts. 
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:'ihat is true of all of us as consumers is also true of our businessmen. BUS-. 
ine ss men don{t invest on a falling market. If prices are dropping/there won't Ì 
be much restocking-and there won't be much replacing of equipment. To a large ex-
tent the billions of reserves that business has accumulated will' remain right 
where they are ... in reserve. 

That I aL saying is that if we pernit the economy to sag immediately after 
the war, we face a tailspin. Vfe faci the menacd of deflation feeding upon itso^f, i 
with no one knowing how fast the economy will fall or how far. j.t seems to me 
imperative that we determine now that this will riot be permitted to happen. 

Full advanta, must be taken of our export markets. This, in particular, 
requires positive action before orders can be rung up in thè cash register. The 
world will need vast quantities of our goods.- If we are to have this business.. .an 
hav^ it we must..„we shall have to finance it. There are many raw materials plenti-
ful in other countries which will add immeasurably to our national wealth. Nations 
anxious to receive our goods will be glad to bargain on those terms. But, to a 
certain extent, we shall have to provide credit. Ve must make the decision .now 
that that credit will be.extended aid we1 must today begin to set up the machinery 
that these operations will require. 

Further, we must determine now that public works . F e d e r a l , State, and 
local.. .will be thrown into the- breach at precisely the time and in whatever quant-
ity is necessary to keep the wheels of industry running and to keep men at their 
jobs. This, too, requires immediate action, public works must be planned now and 
the programs at all levels of uov^rnment must b^ coordinated so that they may be 
instantly available if the^need arises. 

And finally, we must determine noi; that an/ broad deflation of our present 
orice and wage structure will not be permitted. He have placed ceilings over prices 
and wages to prevent wartime inflation. In the reconversion period, we' must pro-
tect prices and wages to prevent equally disastrous deflation. 

In the: Economic Stabilization 'Act the Congress has already committed the • 
Government to support farm prices for t-o full crop years after the termination of 
the war. That was a wise and farsi0hted move. I., our farmers' incomes collapse, 
their purchasing power goes, too. ,e may have to move further in this direction 
and support the prices of many basic raw materials«, 

These are the tilings which, in my judgement, must be done, if we arc to 
come through this all important reconversion period with a.w1 1 p skin. I am con-
fident that we shall do them. 

That confidence is not based upon wishful thinking; it is "feasèd upon.the fact 
that we have tackled the equally difficult problems of the war and we have licked 
them one by one. Tie have licked theih through the teamwork of the American people 
and of every ecomomic group in the Nation.. .workin ,, as I have said, through and 
with their Government. That's the way we shall lick the problems of reconversion, 

I think all reasonable men will .agree that only wise management-on the part 
of Government and business can bring us through the r conversion period with our 
economy stiri sound and healthful. 

"¿hat deeply troubles many of us is tile, question, when does the Government 
step out? Do we' have.to reconcile ourselves.ourselves to a.regul ted economy in-
definitely? For my part, I ara convinced that if extensive Government regulation 
is long continued, the springs of our vitality will dry up and our present free x 
society will gradually decay. 

( 
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It may be that for other peoples other systems may work effectively. But 
free enterprise is the system with which we in this country have converted a 
wilderness into the greatest industrial civilization yet. built. In the past, 
free enterprise has served us magnificently. If we are wise and courageous, it 
can rise to far greater heights of accomplishment when the war is won. 

I yield to no one in my confidence that free enterprise will continue to 
provide a higher standard of living under a free Government and with full oppor-
tunity for the individual than any other system. But very frankly I have no 
patience with those who can see only its virtues and are blind to its past 
defects or unwilling to take steps to correct them. 

As our free enterprise system has functioned in the past, it has yielded 
us many years of depression. During the years of the upsurge of the business 
cycle, we took giant steps forward only to lose, ifc the years of depression, 
a valuable portion of the ground we had gained. 

This has meant that we have failed to push up the standard of living for 
all of our people as rabidly as our vast resources would have permitted. Much 
more important, it has meant that we have periodically condemned the Nation, 
every part of it, to idleness and poverty, to foreclosures and bankruptcies, to 
insecurity and despair. And this was the more galling because men went idle 
and mouths went improperly fed in a country that all recognized to be the richest 
the most plentifully endowed on this earth. 

There was a time when these periodic breakdowns of our economy could be 
tolerated. It was not so long ago when no American was more than one generation 
from the farm. Forty years ago, when depressions hit, when plants closed down, 
the industrial worker could often return to his family farm and find there a 
living for himself and his family. 

That time has passed. Today, the industrial workers of Detroit cannot 
retreat to the farms. It is here -- on the assembly lines of-your own Detroit 
— that they must make their living and find their security. 

There was a time when we believed that the business cycle was a disease of 
our system for which there was no cure. It was bitter medicine. But knowing 
no alternative, we accepted it. 

Today we know better. With good planning, with close cooperation bet?\reen 
Government and business, we know that the level of business activity can be 
sustained. Vie know that jobs can be provided. 

In my opinion, the Nation will never again accept poverty in the midst of 
plenty. No longer will our peoole accept insecurity in peace time, when the 
power of our economy to create abundance has been so vividly proven in time of 
war. 

It has been claimed that personal economic security is incompatible with 
the free enterprise system, for competition and risk are of its essence. That, 
in my judgment, is nonsense. It is nonsense because it fa'1s to distinguish 
between the risks of competition, which are and must be part of our system, and 
the risks of the business cycle, which no man, however efficient, however enter-
prising, can overcome. 

During periods of depression it is not the inefficient business alone that 
goes under, but the efficient as well. In depression, it is not the inefficient 
or the lazy worker alone who cannot find a job, but the efficient and the indus-
trious worker as welle 
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Our people are overwhelmingly in favor of a system in which the efficiently 
will thrive and the productive and the resourceful can find rewards commensiirate " 
with the contribution they can make to our society. To attain this goal, it is 
imperative that a market he maintained for all who can produce and that job oppo- I 
tunities be provided for all who are able and willing to work. The free enter- ^ 
prise system car, never fulfill its promise unless this is done. 

To assure a healthy, fully productive economy under free enterprise, it is 
essential that we waste no more time in curing this disease which has plagued our 
system. We must eliminate the business cycle. By so doing, we can sustain busi-
ness activity at all times at levels in line with our ability to produce. 

This must be the primary objective toward which the thinking of our busi-
ness leaders, our labor and farm leaders and our government officials must be 
directed in the period after the war. Let me state most emphatically that it door 
not mean government coiipetition with industry or government control of industry. 
It means a Government that encourages, that stimulates, that supports free enter-
prise and the initiative of the individual. The essential role of Government in 
our economic future, backed by the will of all of our people, must be to under-
write a high level of business activity and thereby to release the full energies 
of all our people under the democratic free enterprise system. 

And let us never forget that wo are the government. The government 
responds to our will and our direction. If the government, in our collective 
opinion, is inefficient or clumsy, or corrupt, it is not only right but our respor 
sibility to get rid of it. That point will bear constant repetition because fear 
of government may be the most dangerous single stumbling block in the path of a 
vigorous, dynamic, expanding private enterprising economy in the years following 
the war. c 

There is not time this afternoon to review the policies which must be 
established if wc are to maintain a high level of purchasing power. Such a 
review would have to extend to tax and other fiscal policies, to our policies on 
social security, on slum clearance and public works, to our policy on foreign 
trade and tariffs. In all these fields, iirportant steps must, in my opinion, be 
taken to stimulate enterprise, riskbearing, and investment, to stimulate mass 
production and macs consumption. 

Not only in the field of public policy but in that of private industrial 
policy as well, there ha,s got to be fresh new thinking. 

Business must gear itself both physically and psychologically- to-- eoft-tinuouf 
operations at peak capa„city, pricing its output low enough to tap the mass marketc 
without which those operations cannot be sustained. 

Labor will have to abandon restrictive and make-work practices, thereby 
permitting the continuous reduction of costs which technological improvements 
make possible. 

Farmers have never willingly curtailed production. They have had. to 
resort to such programs in sheer self-defense and they will welcome the conditions 
of sustained high purchasing power under which curtailment of fr rrn production will 
not be necessary. 
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All those practices of "business, of labor, and of farmers had their justi-
fication in conditions of the nast. The:' were understandable at a time when an 
industry could quickly saturate the market for its product, when men could work 
themselves out of jobs, and when farmers could find that the moi > they produced 
the less money they made. 

By banishing the spectre of depression and unemployment, by guaranteeing 
a market for everything we can produce and jobs for ell who want jobs, we can 
remove the reason for the restrictive practices of the past. And when wc remove 
their cause, I am confident that the practices themselves will disappear. 

Gentlemen, I have tried this afternoon to stake out what I believe to be 
the course which we as a Nation must set for ourselves in the years immediately 
ahead. I am convinced that it is not only the right course, but the course to 
which our every tradition impels us. 

I am quite aware that this program will involve difficulties of the most 
serious character,. I am sincerely convinced that wc must overcome these diffi-
culties if wo are to free our economy of the shackles which have chocked it in 
the past, and guarantee not only economic and social security but full freedom 
for each individual. I am equally convinced that as a people we have what it 
takes to do the job. 
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April 25. 19UU. 

Honorable Chester Bowles, 
Adminls trator, 
Office of Prioe Administration, 
Washington 25» D. C. 

Dear Cheti 

This is to thank you for sending us the oopies of your two 
speeches. I was glad to hare a chance to read the», and I am glad 
that you are taking the line you do because, of course, it runs 
rather closely parallel to my own thinking about the postwar prospects 
and the necessity for adequate planning by the Government. 

1 am not optimistic enough to hope that all economics groups 
in our eoonomy will fully endorse any program that is adequate and 
realistic, desirable though it would be if you could bring about that 
degree of unanimity. But there is so much conflict as between differ-
ent economic groups as well as conflict within labor, agricultural, 
banking, business and other groups that to develop a program which 
would hare general endorsement is probably too much to expect. With 
the right kind of leadership in Washington, and by that I mean in 
Congress as well as in the executive branch of the Government, a work-
able program doubtless could be developed and carried through despite 
selfish opposition by some groups. That takes real executive and 
governmental leadership all along the economic front, from the White 
House and Treasury on down through all agencies of the Government that 
have a part in making or breaking a program. 

I have been somewhat uneasy of late by the amount of dis-
cussion emanating from business groups in terms of the importance of 
free enterprise, as if that were an end in itself instead of just a 
means to the end of reasonably full employment and production. Your 
approach to it is as it should be, recognising that the Government 
must be prepared to provide jobs when private enterprise, having been 
given the greenlight in every possible way, fails to do so. I, my-
self, would not expect after the war to maintain the high levels of 
production and employment achieved under forced draft. I would ex-
pect a good many overage and underage people, as well as a good many 
of the women war workers, to go off payrolls, and that a level of 
possibly 170 billions of national product, rather than the 200-billion 
level at present, would represent a nigh degree of employment and pro-
duction with a minimum of unemploymer*fc«of, say, about 2 millions, 
representing so-called frictional unemployment, etc. 
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Sonorabie Chester Bowles - (2) April 25, 19U* 

You are to be oonmended for and encouraged in the kind of 
speeches, of which the two you sent Be are exoellent examples of 
clear and forthright expression and vigor. Tou recognise the 
importance of maintaining wages as well as taxes geared to Maintain 
consumption and to give the greatest possible values for the lowest 
possible prices. I hope you will keep up the good work, even though 
you do have to take your life in your hands, as I well know, to dis-
cuss some of these controversial natters. 

We are all looking forward to the pleasure of having you 
with us when the Chairmen of the Federal Reserve Banks meet here 
next month* 

With kind regards. 

Sincerely yours. 
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