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PREFACE

THIS BULLETIN, as well as others which may follow,
has been prepared for the information and guidance of
persons interested in the why and how of post-war read-
justments.

Already an abundance of literature on this subject has
appeared but much of it is confined to statements of the
problem and does not attempt concrete suggestions.

An effort has been made to remedy this defect and it
is hoped that this series of bulletins will take the think-
ing and action one step further along lines fundamental
to industrial expansion.

The bulletins are the work of Dr. Emerson P. Schmidt,
Economist and Secretary of the Committee on Economic
Policy, to whom correspondence may be addressed. They
are intended to be informational and suggestive.

EDGAR V. O'DANIEL, Chairman,
Committee on Economic Policy

April, 1943



Some Unfavorable Factors

BULLETIN NO. 2 included a "balance sheet" (page 5) of
favorable and unfavorable factors for the post-war period,
and described the former briefly. This Bulletin directs at-
tention to some unfavorable tendencies, some of which
are transitory in character and others of a more funda-
mental nature. Additional difficulties will be analyzed in
later Bulletins.

I ReconversionDifficulties

CONVERTING INDUSTRY to civilian production after the war
is likely to be a costly and time-consuming process. War
expenditures are running at a rate of about $80 billion
annually. Instead of trying to recover from a depression,
as we did in the 1930's, our problem at war's end is to
try to maintain a high level of income and output once the
government withdraws its war expenditures.

Because of its truly global character, it is possible that
the war will not terminate on all fronts simultaneously.
Before the battle is won, it is quite probable that the war-
demand for instruments of warfare will shift drastically
so that plants, and perhaps whole industries, will be in a
position to shift to civilian production before the war is
completely over. How will this affect your local post-war
problem ?

The United Nations will probably maintain a substan-
tial number of men in the armed forces and will require a
continuous flow of certain types of material, especially
clothing, food, drugs and medicines, and some instruments
of war. Furthermore, they are likely to call for substantial
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quantities of materials of a civilian and semi-military
character for the occupation and rehabilitation of the
enemy and enemy-occupied nations. Thus it is difficult to
plan for a post-war period which is so uncertain in its
outlines. This may cause delay and hesitation on the part
of business. The government itself should be asked to
clarify its probable demands in this direction as early as
practicable.

Likewise, problems are likely to arise with regard to the
unfilled war orders, unexpired war contracts, the absorp-
tion of inventory losses, disposition of government owned
plants and equipment.

Because of the preoccupation with war activities and
the necessity for military secrecy, the American people
perhaps are not fully conscious of the enormous expansion
of plant and equipment which has taken place since
Dunkerque. A very large proportion of this expansion is
owned by the government but in most instances privately
operated. Since the fall of France, the federal govern-
ment has invested nearly $5 billion in new plant, a sum
larger than the private investment in plant from 1929 to
1942, as indicated in the accompanying tabulation. Fur-
ther public investments are taking place in 1943.

In addition to the investment in new industrial con-
struction, another $25 billion were invested from 1940
to 1942 in other construction, much of it related directly
to war production--war housing, utilities, military and
naval establishments. Therefore reconversion problems
will arise in this connection as well.

In addition to the above, the large quantities of new
tools, machinery and other equipment were put into
operation not only in new plants but also inmany old ones.
From July 1, 1940 to the end of 1942, nearly $4 billion
of government-financed machinery and equipment were

Industrial New Construction, 1929-42

(Millions of Dollars)

YEAR                                                              PRIVATE      PUBLIC         TOTAL

1929  ....................  830     (1)        830

1930  ....................  519     (1)        519

1931  ....................  214     (1)        214

1932  ....................  83     (1)         83

1933  ....................  188     (1)        188

1934  ....................  178        9      187

1935  ....................  160        4      164

1936  ....................  284        3      287

1937  ....................  503        4      507

1938  ....................  191       14      205

1939  ....................  227       14      241

1940  ....................  423      144      567

1941  ....................  678    1,400    2,078

1942 (Preliminary)  ......  314    3,696    4,010

Total, 1941-42  ......  992
Total, 1929-42  ......  4,792

5,096    6,088
10,080

1 A small but indeterminate amount of public construction is in-
cluded with private.

Source: U. S. Department of Commerce.

delivered to factories. Privately-financed equipment added
additional facilities. Thus in the post-war period we will
have the greatest productive capacity in our history,
however, much of it requiring reconversion, and a good
deal of it incapable of reconversion to civilian production.

Great responsibility rests on leaders in government and
industry to set in motion policies which will allow us to
utilize this enormous productive capacity to raise our
standard of living. However, questions of far-reaching
import will face us as to who will own and operate this
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equipment, and on what basis it will be acquired, if, and
when, it is turned over to private owners.

Obviously, once we are certain that the war is over,
production of direct instruments of war will be largely
stopped. However, American industry is producing many
commodities for the Army and Navy which are not greatly
different from the types of commodities used by civilians
--refrigerators, kitchen utensils, and a host of other
items. Should manufacturers continue to manufacture
these items until the war contracts are filled and, by agree-
ment with the government, dispose of such items in the
regular market ? How and under what circumstances will
the vast accumulations of supplies in the hands of the
Army and Navy be disposed of? These and a host of
questions will arise, all requiring advance planning.

Many food, clothing, and other industries, will have no
substantial engineering or technical reconversion task.
Some of these, however, may find their normal transporta-
tion and distribution facilities (trucks, automobiles and
salesmen, and sales organizations) disorganized and will
require a period of readjustment.

At the other extreme are the shipbuilding yards, tank
factories, powder-making and shell-loading plants which
will have a major reconversion task; indeed, because of
the magnitude of these plants and industries, it is alto-
gether probable that many of them will be allowed to
stand idle and the readjustment task will be confined to
the reabsorption elsewhere of personnel. Between the ex-
tremes of little or no conversion (meat packers) and those
virtually incapable of reconversion (some shell-loading
plants) lie a host of industries requiring varying amounts
of time and money for reconversion.

The President of the National Gypsum Company states
that his Company's plants can convert to civilian produc-

tion within less than 60 days. Alfred P. Sloan, of General
Motors Corporation, suggested that under favorable con-
ditions the production of 1942 models could begin within
four months and substantial production could get under
way three or four months later. This shows why we might
experience a period of quiet after the war for several
months or longer.

Every community deeply affected by the war should
inaugurate a survey in order to measure its own recon-
version task. In your city is the population gain or loss
since 1940 likely to be temporary or permanent? How
many men from the armed forces might prefer to find
employment locally? What percentage of employment in
your community is likely to cease when war orders are
cancelled ? Are employers engaging in research to develop
new products and use new-type raw materials ? Will your
state unemployment compensation fund be able to stand
the strain of unemployment during a period of industrial
reconversion ? Local planning must march along with na-
tional planning. Getting the facts is an indispensable first
step in the development of ways and means to effect a
solution to the problem.

Furthermore, in some instances questions of grave na-
tional policy will arise. For example, thorough study
should be given the problem of what to do with our
synthetic rubber plants after the war. If we allow them to
stand idle we are wasting our resources; if we employ
them to meet our post-war rubber requirements, we may
seriously interfere with the rehabilitation of Malaya and
Netherland Indies. If these areas cannot export their
natural products, they will not be able to buy our sur-
pluses. The revival of international trade, a prime United
Nations' war objective, will be delayed.
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It is probable that as a result of the war the general
productivity of society throughout the world will be ex-
panded and, therefore, demand for rubber will rise. Hence,
it is possible that the combined capacity of the world to
produce rubber--both synthetic and natural  will not be
so greatly in excess of world demands as might appear
probable at this time. This is a matter for statistical in-
vestigation. In any case, issues of this character will re-
quire that the national interest, and not special interests,
be given first consideration in arriving at a solution.

Because of the development of new techniques, new raw
materials, such as plastics, lighter metals, new alloys and
synthetic products, both the consumer and the producer
may show some hesitancy in making decisions in the post-
war period. A responsible official of a large corporation
stated that in two years the 1942 automobile has aged two
decades. To some extent, such rapid technological shifts
will constitute unsettling and disturbing factors; on
balance, however, it appears that delays from this cause
will not be pronounced.

No one can have answers to all of the foregoing ques-
tions-many of them cannot be answered until we know
more about the degree to which the war production will
taper off as the war's end approaches, the degree to which
the Army, Navy, and lease-lend will require a flow of
materials and equipment after fighting ceases, and after
this war the degree to which disarmament will follow.
This series of Bulletins is concerned with the prompt
establishment of the essential conditions for industrial ex-
pansion after the war, and urges the importance of dis-
placing uncertainty with certainty as quickly as possible.
Planning is the opposite of improvising and in so far as
sound policies can now be laid down this will facilitate

the reconversion process and get our manpower into
productive peacetime employment.

I Disposal of Surplus Suppliesof Armed Services

THE BUREAU of the Budget has estimated that the Army,
Navy and Government will have $50 billion of surplus
supplies on hand exclusive of plant and equipment at
war's end. These will be scattered all over the world.
Everyone is agreed that they should not be dumped im-
mediately on the market for what they will bring. Some
suggest that they should not be allowed to enter the
regular consumer market at all, but should be destroyed
rather than to have them bankrupt manufacturers and
distributors; obviously, such a suggestion is unacceptable
since ways and means can be found for the orderly market-
ing of the surpluses. One group suggests that the govern-
ment should gather the unperishable supplies into great
warehouses and gradually absorb them into governmental
use. This involves vast transportation and warehousing
expenses and, furthermore, assumes a steadily expanding
bureaucracy. Another group suggests that in many cases
manufacturers and perhaps in some cases distributors will
be glad to repurchase these supplies to meet the private
"pent-up demand" in the immediate post-war, prior to the
time at which industries can reconvert to civilian produc-
tion. There is widespread opinion that we should not re-
turn for the disposal of surpluses to the Army and Navy
stores which followed the last war.

Because of the great diversity of goods which will be in
the hands of the Army and Navy and their geographical
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dispersion, no one solution to the problem is practical.
There is a growing opinion that one specific post-war
planning step which we should now take is to set up a
number of federal assets realization corporations attached
to which would be industry advisory committees to work
out procedures which will gain the following objectives:

an undue prolongation of the life of the liquidating
agencies.

II[ Cancellation ofWar Contracts

4. Make recommendations to Congress at not less than three
months' intervals for required legislation.

Consideration should be given to determine whether
the disposal of government owned plants, equipment, hous-
ing facilities, etc., should be turned over to one or the
other of these proposed corporations; it should be noted,
however, that in regard to many plants and much equip-
ment, purchase clauses give the present private operator
the option to buy. It might be pointed out that about 25
years after the close of the war in 1918, a government
agency discovered that private individuals had been living
in some government-owned houses for 25 years without
ever paying taxes or rent. This was not typical of what
happened after 1918, but shows the importance of plan-
ning now along lines suggested above. Congress should
give thorough consideration to the proper time limit dur-
ing which disposal must be effected in order to prevent

2. Avoid theft, loss, and deterioration of supplies.

3. Coordinate the liquidation of surpluses with the revival of
consumer demand at the war's end so as to

a. Realize the maximum possible receipts and
b. Provide the government with cash to redeem the

war bonds of savers who wish to cash them.

1. Develop an inventory of all supplies and keep it up-to-
date without, however, making undue claims on the time
and personnel of the Army and Navy or other govern-
mental divisions during the war.

UNLESS WAR PRODUCTION will taper off more gradually
than seems probable at this time, manufacturers will have
on hand perhaps $75 to $100 billion worth of contracts,
much raw material and partially processed product. The
war contracts generally provide in effect that if the gov-
ernment cancels the contracts at its convenience the con-
tractor will be compensated for his costs and commitments
on the uncompleted portion of his contract, plus some
reasonable return on work done. Prime contractors have
the same obligation to subcontractors. In order to free
their working capital for peacetime production the war
contractors must realize on their claims against the gov-
ernment promptly. Nevertheless, contractors will be un-
certain as to how much they will realize, and when. But
upon these payments will depend their ability to make new
commitments and expenditures. If prompt settlement is
made indebtedness can be paid, credit restored and civilian
production commenced. The government now should give
consideration to the possibility at war's end of making
substantial partial payments on contractors' claims as
soon as the claim is filed, and approve or set up accounting
controls in such form that the contractor can promptly
determine his claim and the government verify it.

By taking the necessary steps now to reduce the pos-
sibility of disagreement and dispute and within a few
weeks after victory making a partial advance payment
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on the claim, the reconversion process will be greatly
facilitated.

IV Materials for Small Manufacturersand Non-War Contractors

Many non-war contractors and small manufacturers
have been closed down during the war or are producing
war materials unrelated to their normal operations. When
peace comes many of these will not be in a favorable posi-
tion to secure equipment and raw materials needed for
civilian production. That is, the scarcity of equipment
and raw materials is likely to extend beyond the war
period. Because of the social and economic importance of
having a large group of small businesses in every state in
the country, special effort should be made to assure these
companies that the sacrifices they have made during the
war will not place a relative handicap upon them at
war's end.

price control and for the re-establishment of a free
market. While we must not allow the war experience to
set a pattern for a post-war regimentation, serious con-
sideration must be given to timing the relaxation of con-
trols, so that a post-war boom will not spend itself in a
few months of wild inflation. After the last war "the ex-
plosive forces of high money incomes from the war,
spending war savings, and filling deferred demand, ex-
hausted themselves quickly in an inflationary spiral,
which, if properly controlled, might have given us four
to six years of prosperity, instead of two." *

VI International TradeUncertainties

V hreat of Inflation DuringReconversion Period

IN BOTH Europe and the United States price inflation
after November 1918, continued. The wholesale price
index in the United States rose by about 23 % from No-
vember 1918 to May 1920 (post-war peak) ; the cost of
living showed a similar trend. Much of the reconversion
and the change of ownership of assets, homes and the
like occurred on an inflated price level, a level which
events showed could not be supported. At war's end there
will be great demand for the relaxation of rationing,

FOREIGN DEMAND at war's end for American made prod-
ucts and raw materials, especially food, is likely to be
extraordinarily large. After the war, however, normal
trade relations with certain parts of the world are likely
to remain unbalanced for some time. This will affect the
several industries differently.

While a few of the leading countries, including Great
Britain and Germany, have done a reasonably good job
in avoiding extreme inflation, the currencies of many
countries are badly upset. Stable currency exchange values
may take time to institute after the war.

In addition to giving people confidence in their own
currency, the great value of the gold standard was that it
created a fixed and stable relation between the exchange
value of one country's currency against that of another.
Prior to the collapse in the 1930's the legal meaning of

* Page 5, Bulletin No. 1 in this series.
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the word "dollar" was that it was readily convertible into
a specific amount of gold, namely 23.22 grains of gold.
An English £ was worth 4.86 times as much gold, or 112.8
grains. The importer, when he examined a foreign price
list knew precisely how much he would have to pay in his
own currency for the product to be imported. The ex-
porter knew what he would get in his own currency. So
long as currencies were stable and the stability was un-
threatened, long-time commitments could be made. Busi-
ness must know where it is at. Since the depression of the
1930's this certainty has not prevailed. Instead we have
had "exchange control" by government with considerable
uncertainty as to future policy. The exchange rates be-
tween currencies under the gold standard prior to 1930
were also governmentally determined, but stability and
continuity of policy were much more implicit than has
been the case since the abandonment of the gold standard.

THE ECONOMIST (London, Jan. 2, 1943) in an article
on "The Future of the Exchanges" states:

"Moreover, the implications of exchange control as a
permanent expedient should be fully realized. It necessitates
a complete and continuous official censorship of incoming
and outgoing mails and involves the right of search of all
persons entering or leaving the country. Again, exchange
control requires official approval or sanction for every trade
transaction and financial operation with other countries. It
gives political weight where politics should, ideally, be least
in evidence. It opens the door wide to trade discrimination,
effected not openly or directly through tariffs or quotas, but
simply by the sanctioning of the foreign exchange operations
which attend every foreign trade transaction; it can make
moonshine of the most-favoured-nation clause. It would not
be easy to unite the functioning of exchange control and its
political implications with the implementation of the Atlantic
Charter--that is, with the restoration of world trade to the
highest possible level on a free and equal basis."

The foregoing may be an extreme view; just prior to
the war substantial stability of the exchanges and freedom
of imports and exports obtained between the United States
and Great Britain. Stability of exchanges must rest upon
underlying economic and political stability.

It is true that the gold standard did not assure a stable
purchasing power of the dollar within a country; never-
theless, it did create enormous stability for generations at
a time between currencies in terms of the convertibility
of one into the other. Under managed currencies, such as
have obtained since the 1930's, stability is reduced and is
encouraging autarchy in international trade, one of the
trappings of totalitarian societies.

Going off the gold standard and creating managed cur-
rency is said to give a country a free hand in the use of
money, credit and fiscal policies as instruments of national
policy to bring about recovery and full employment. This
viewpoint has some merit but taken alone it constitutes
an overemphasis on monetary policy as an engine of
prosperity. To some extent, it constitutes a dodge--a re-
fusal to face the hard facts that there are other factors
which govern that cost-price relationship which is indis-
pensable for the maintenance of prosperity, besides those
which can be reached by manipulating the supplies of
credit and money.

Deranged and unstable currencies are not conducive
to stable international trade relations. Whether a return
to some modified gold standard is the solution is a moot
question but if stability is not attained, governments may
be forced to engage in international trade, an entering
wedge for totalitarian societies. Blocked exchange, im-
port quotas, complete restrictions have so far been asso-
ciated with managed currencies; perhaps they need not
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continue to be so associated. Harry D. White of the United
States Treasury and John M. Keynes of Great Britain and
closely associated with the British government, are re-
ported to be interested in a currency union based upon
international bank money, geared to gold.

To a large degree, our own domestic prosperity deter-
mines our flow of exports and imports. There is, however,
a reciprocal relationship; tariffs and unstable exchanges
constitute barriers to this free flow and domestic pros-
perity. Post-war readjustments must concern themselves
with the elimination of all obstacles to recovery.

While foreign trade may normally be only 10% of our
total trade, it is this extra 10% which constitutes the
"velvet", takes up the slack in employment and makes the
difference between sluggish and active business. This is
true for industry as a whole but what is more important
is that a large volume of imports is necessary to make it
possible to export 55% of our cotton, 20% of our wheat,
30 % of our tobacco. Without these foreign markets, many
of our industries and commodities become depressed.
Foreign trade is important to the American economy.
This is why people in your town and people in my town
must concern themselves with the basic conditions of na-
tional prosperity. Wheeling, Fort Wayne, Denver and
Seattle cannot be prosperous unless national policies are
conducive to expansion.

The matters discussed here relative to foreign trade are
technical and involved; nevertheless businessmen must be
concerned with them.

While the United States Administration is making sub-
stantial promises with regard to supplying goods for
world rehabilitation, this position is questioned in some
circles on the theory that we cannot become the benefactor
for the entire world. Our own productivity, after all, has

limits and some consideration must be given to conserva-
tion of our basic raw materials in terms of long-term re-
quirements. Consequently, serious consideration should
be given to see that our post-war international trade be-
comes a two-way affair so that we can receive substan-
tially equivalent values in imports to our exports, not
necessarily in every year but in terms of several years'
experience.

Indeed, if we are to expect foreign governments and
persons to repay their debts to us, and if we are to get the
full benefit of our "creditor nation" position we will have
to import more than we export. That is, we will, in effect,
get foreign peoples to work for us---to raise our standard
of living. This may require that some of our industries
readjust themselves, but the readjustment, if it does not
come too rapidly, will be in the national interest. Our
"imports" may, of course, take the form of foreign travel.

It should be emphasized that the gain from foreign
trade to us consists entirely in the imports. The individual
manufacturer-exporter may make a profit from and pro-
vide employment by exporting the product. But goods--
not employment--are the objectives of an industrial sys-
tom. What we export we cannot consume ; rather we con-
sume the imports and they raise our standard of living.
Exports once sent abroad are irretrievably gone--and
their value to us consists of foreign trade bank balances
which can be used in foreign countries to buy goods to be
imported back to the United States for our own utiliza-
tion.

Eric A. Johnston, president of the Chamber of Com-
merce of the United States, has repeatedly pointed out
that our exports have always been largest to those court-
tries which are the most prosperous and the most ad-
vanced industrially. For this reason, it would appear that
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the long-run interest of America consists in a rapid post-
war development of the less advanced nations throughout
the world.

It is probable that the total disarmament of countries
which have been disturbers of the peace will require a
substantial reorientation of the flows of American ex-
ports. Thus, foreign trade will, for perhaps the first time
in our history, become a question of national defense and
security policy. Our government, responsible for the
international security of the American people, will assume
a larger control in the direction and composition of Ameri-
can exports.

Thus, while the demand for American made products
will reach sizable totals, this additional factor of national
defense and security will become a substantial considera-
tion in the free flow of exports and consequently of im-
ports.

VII The Problem of Sustaining Investmentin a High-Income Economy

STUDENTS OF UNEMPLOYMENT and business depression
are almost unanimously agreed that the essence of depres-
sion is variation in the rate of real saving or investment.
By real saving and investment is meant the conversion of
dollars into physical durable goods. This process of in-
vestment or "capital formation" has always moved by
jerks. This is due, in part, to the "durability" of goods
arising from investment.

That is, when the business clouds begin to appear the
ultimate consumer as well as the businessman hesitate
to make long-term commitments for such durable goods

as refrigerators, motor cars, and the construction of build-
ings, residential, commercial, and manufacturing; thus
investment in durable goods, new plant and equipment
moves by jerks because it is possible to get along with
the existing supply of such assets when the employment
and business outlook is uncertain or gloomy.

By contrast, the consumption of gasoline, automobile
tires, food, clothing, and the like, remains remarkably
stable in a period such as from 1929 to 1933, or regardless
of business conditions.

There is a school of thought that attributes depression
and unemployment to "over-saving" and takes the view
that because of the declining rate of population growth
and the lack of dynamic development, the outlets for
private investment tend periodically to lag behind the rate
of money saving.

The savings habits of the American people are deeply
ingrained and for this reason the rate of money saving
does not decline proportionately in periods of depression.
These money savings then lie idle in stagnant pools,
thereby withdrawing part of the necessary purchasing
power to keep the economy active.

However, the over-saving exponents question whether
even in normal or prosperous times the economic system
is able to absorb, in the form of real capital formation,
the total supply of money savings. Whether or not this
analysis is sound is a moot question. But there is a wide
agreement among economists that any lapse in the rate
of real capital formation, unless offset by increases in
consumption, must lead to depression and unemployment.
Attention and analysis must be devoted to the problem
with the objective of maintaining conditions which will
promote a proper balance among these three categories:
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1. Money saving
2. The conversion of this money into useful capital equip-

ment
3. Consumer purchasing.

A solution for this problem that is advocated by a num-
ber is (1) high taxes on the upper income brackets; (2)
planned public works; (3) deficit spending; (4) expanded
social security payments; these together draining off
excessive savings and thereby automatically converting
them into incomes of the people who will be occupied in
the construction of public works or merely consume the
income in some form of "social security."

Proponents of this suggestion face a dilemma. Even if
their diagnosis is right, their remedy impinges heavily
upon new investment by reducing the incentive to invest
through the rise of tax rates and increasing the uncer-
tainties of business by the spreading of "public works"
more and more into fields which if expanded may destroy
the value of privately invested funds.

There is, however, another answer to the "over-say-
ings" problem which will be dealt with more fully in a
subsequent Bulletin, namely, the satiation of unsatisfied
consumer demand through the private enterprise system.
We hear of a third of the population being under-fed,
under-clothed, and under-housed. By putting to work this
surplus capital or savings, supplying the needs and wants
of this third of the population, and many wants of the
other two-thirds, it should be perfectly practical to put
this capital to work. The problem is to make this one-third
of our population more productive so that they can pro-
duce for themselves, rather than to become wards of
the state. A system of super public works merely to create
purchasing power smacks of make-work and constitutes

a species of escapism, rather than dealing in a funda-
mental way with the problem.

To argue that we have over-saving when we have un-
employed capital and unemployed men, seems to be related
to the defeatist "wage fund doctrine" of the 19th cen-
tury. The exponents of this doctrine argued that real
wages were limited by some obscure restrictions and
nothing could be done about it. Subsequent events proved
the pessimists to be wrong; similarly today our problem
is to put this surplus man power and capital to work by
creating the necessary mobility and flexibility which will
absorb the surpluses into production.

However, this capital will go to work only if there is
reasonable prospect of the security of the investment and
a fair return. In short, human wants can be satisfied by
labor and management only if such a process yields a fair
wage to both worker and investor.

The "over-saving" theory of depression and stagna-
tion is a hypothesis and as such merits open-minded con-
sideration. It has not been proven and certainly is not
accepted by many students of the problem as being at the
root of our troubles. Instead many economists are inclined
to think that "over-savings" is a symptom of depression
just as "lack of purchasing power" is probably a result
of depression rather than a cause. In the economic process
it is easy to fall into the error of mistaking symptoms
for causes because the process is a flow, a continuum.
At any rate, it would be a grave mistake to base national
policy on the theory of over-saving so long as there is
substantial suspicion that cause and effect have been in-
verted by its spokesmen.

Thus, it may be that instead of oversavings occurring
in a high-income economy and leading to depression, the
problem is to create such a business climate that invest-
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ments and new commitments will be forthcoming at a
steady rate. This, in fact, will probably be the central
core of our long-run post-war problem, once the explosive
forces of the banked-up demands are met.

VIII Summary

THIS BULLETIN will be followed by others dealing with
additional problems and unfavorable factors in the post-
victory period. Here an attempt has been made to focus
attention on three of the difficulties:

(a) Delay in the reconversion process
(b) International trade uncertainties
(e) Sustained investment to provide outlets for savings and

create output.

Several specific forward steps have been suggested.
Our world is, and the post-war world will be, too compli-
cated to enable any one to set down in simple short-cut
fashion answers to all our problems. More important is a
wide understanding of the great difficulties we face and
the complexity of the problems, so that when the time
is ripe we will wisely take the next step which is in the
national interest. The area of disagreement must be re-
duced and understanding deepened; then our intelligence
will have an opportunity to guide us aright. The risks
and uncertainties must be reduced so that new commit-
ments and expansion can be undertaken with confidence.
Subsequent Bulletins will explore additional difficulties
and suggest further lines of action.
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