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It has been said that since 1946, the Gross
National Product had more than doubled. The
fact is, of course, that it has done no such thing.
For when we take into account the ravages of
inflation and translate the 1946 figure into today's dollars, we find that our growth has not
been at a rate of six per cent a year, but at just
about half of that rate. Looking from another
direction, in that period the purchasing power
of the dollar has lost a third of its value.
Steadily, year after year, the cost of living has
climbed, eroding economic values and making
it increasingly more difficult for businessmen
to plan their operations and customers their
purchases.

If there is any consolation at all, it is that there
is a growing awareness of the evil of inflation. Yet
the disheartening fact remains that four out of ten
Americans either don't know what to think or actually believe inflation is something beneficial. And I
have suspected for some time that the degree of
ignorance of inflation's damaging effects is inversely
proportional to age. Older groups, say over 45,
have lived with and experienced inflation as it has
eroded purchasjng power, savings and pensions.
Younger people, say from 21 to 29, have not learned
these lessons first hand. Too often, they have had
contact with only doubtful economic teaching or
frequently, with no instruction at all.
The actions of three groups have clearly contributed to the inflation-ridden condition in which the
e(onomy now finds itself.
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One of these guilty groups is government.
Today government and its agencies togetherhave become an automated engine of inflationcomplete with a feedback circuit that continually adjusts the machine to the demands of
special interests as it produces a continuous
stream of deteriorated values and mounting
distortion3 within the economy. This is not
an uncommon view. Regardless of ideological
orientation, there is virtually unanimous agree·
ment that Federal spending is an inflationary
instrument.

About 20 per cent of the Gross National Product
is now deflected through the Federal channels. All
governments - Federal, state and local - take
about 30 per cent of our national income. Defense
spending, of course,· is a major factor today and we
cannot escape spending whatever is necessary to
maintain our national strength.
But defense spending since 1954, for example, has
for all practical purposes remained level while nondefense spending, stimulated by every conceivable
kind of excuse, has expanded by some ten billions
in the same period for the Federal government alone.
Such stimulation helped to produce national budgets
some fifteen times larger than the years when national policy was to "spend and spend and spend."
In addition, what is substantially a national conspiracy to inflate our Federal budgets is aided and
abetted by deficit spending. In only four years since

World War II has the Federal government been in
the blac~. In every other peacetime year we have
accumulated deficits of as much as 12V2 billions. The
interest on the national debt has more than doubled
since 1946 and is now about two and a half times
what we spend in this country for all higher education. No wonder we have to do business with 60-cent
dollars.

All of the country's bureaucrats, however,
are not in government, nor is government the
sole perpetrator of inflation. In all good conscience, we who manage today's businesses
must realize that we share a responsibility in
restraining inflation. When we deny that responsibility, we participate equally with all
other groups in promoting inflation.

For almost fifteen years now, we have been careless about costs. We have concentrated on output,
disregarding as much as possible the cost of input.
And in operating on a large margin of waste, too
many managers have found that the customer is a
convenient out: it is simpler to raise prices than to
raise Cain with slipshod methods.
Management .i n too many instances has not resisted the inflationary demands of union officials, and
has made little attempt to explain that cost increases
without commensurate changes in value are never
justified.
To stand firm in the face of circumstances that
must add to the cost of Jiving is not an anti-union
position. Nor is it in any sense class warfare as some
union officials are speciously claiming. A refusal
to surrender to the inflationary ultimatum of a
union official is in fact pro-employee and pro-public.
It helps to insure continuity of employment for the
union members themselves and stability of prices for
the public. On the other hand, wage inflation directly destroys employment and causes inflation. For this,
management, union officials and government must
all share accountability.

Today, many union leaders are entrenched in
what are monopolistic positions, protected and insulated from their own constituencies and bent on
furthering only their own ·aspirations, a.S the McClellan Committee hearings documented so clearly.

In the first eight weeks of the new LandrumGriffin law, for example, the Justice and Labor departments received over 500 mail complaints of
union-leader malfeasance of one kind or another.
What is more, the increasing tendency for the big
unions to join together in national combines can only
weaken further the position of local, responsive union
officials. And from their protected positions of power,
many union leaders can consistently make and often
enforce demands that do not bear any reasonable relationship to operable cost structures. Consequently,
prices have risen simply because there was no more
give left in the system.
As prices more and more are insulated from the
corrective drives established by the market place,
more and more they fail to reflect gains :in productivity. For when wage increases are granted without
recourse to market considerations and in response
to union monopoly power or political pressure, they
cannot help cancelling out the gains available from
productivity considerations. The results must be
inflationary.
Technicalities aside for the moment, the overriding fact that we must keep before us - that we
must constantly emphasize for our fellow employees,
our neighbors, government officials and the public
generally - is this:
Wages are paid by customers and not by owners.
Unions are actually bargaining not about the owner's
ability to pay, but about the customer's ability and
willingness to pay . The customer can pay us, or a
domestic competitor, or a foreign competitor, or a
producer of a substitute product. Or the customer
may simply decide to do without. It is his choice and
no one else's.

The failure to understand who pays wages is probably why there is so much discussion of whether productivity is the rich man's friend or the poor man's
friend . It seems to me that people a hundred years
from now will look back on us - and I think most
of us will look back on ourselves ten years from now
- and wonder how in the world so many of us went
on giving the totally wrong answer to this question:
Can we all Jive better by each doing Jess and
Jess for other people while expecting them to do
more and more for us?

When wage rates are pushed up by union-leader
pressure beyond increases in the national productivity rate, several things happen. Companies whose
own productivity rates are higher than the national
figure cannot raise wages without producing inflationary effects, because of their influence on the settlements of others less favorably situated. They 'create
an upward pressure on labor market prices that low
productivity firms cannot possibly meet without
adding to their costs. Simultaneously, high cost industries find it diff.icult to compete domestically. They
lose customers, the number of jobs are reduced, profits approach the vanishing point and consequently reinvestment in new machinery and equipment that
could reverse their productivity trend tends to be
foreclosed.
U. S. exports for many years have exceeded imports by over three billion dollars annually. By last
year, the difference had been trimmed to one billion
dollars. And in a number of important industries, imports actually exceed exports.

Our overall imports hit an all time high of 15 billion dollars and the gain in 1959 over 1958 amounted
to 16 per cent, the biggest in our history. Similarly,
exports continued their downward trend prevalent in
1958. In several industries, American producers are
being outproduced, underpriced, and outsold by foreign competition. Inflation, of course, is an important
contributor to the difficulties in which we find ourselves. But it is a culprit only because of our failure
to improve our rates of productivity and ~eep wage
rates from outpacing productivity.
We have begun to learn that we have no exclusive
monopoly of technology. France, Germany, Japan,
Italy and Great Britain have rebuilt from the rubble
of war and now have in place facilities consistent with
the highest technological developments. They have
improved marketing techniques and in many cases
they have been able to overcome the disadvantage of
delivery time.

It seems to us that a basic objective of union leaders should be to maximize productive employment
rather than defend practices which must lead inescapably to a loss of jobs, as our experience with
foreign competition illustrates so sharply. Union

members generally understand this need, and also
understand the need to concentrate on efficient production. Nor can we assume that union leaders lack
such understanding. Rather, they seem to think that
the exigencies of union politics require their opposition and thus abdicate from the exercise of true
leadership.

We have a tremendous growing and dangerous problem with unions - the problem of
handling massive excess economic and political
powers that the public did not intend union
officials to have but which they exercise nevertheless over workers, employers, consumers,
law-makers, and law enforcement officials.
To help employees and the rest of the public
achieve correction of these evils, businessmen will
need to develop political knowledge and skills. Such
proficiency will also make them constructively effective in areas where their political activity is needed
in order to free business to be fully useful to all the
public. Let's examine how the union officials acquired
such an excess of power. For the nature, extent and
unintended consequences of that power are not yet
understood by the public and no correction can come
until the public does understand. And, not until the
public does understand will the correction be supplied by political candidates or office holders.
Workers and the public quite rightly wanted employees - where they wished to bring their strength
up equal with that of their employer - to have the
right of bargaining collectively with their employer.
This was good! But subsequent legislation and practice since the Wagner Act have enabled union offi·
cials to acquire what is virtually a broad, monopoly
power, in some cases spreading across whole industries. Indeed, in no other area of the economy has
the public granted, much less stood for such extensive control by a particular group. It is the
basic factor in preventing the kind of true and
genuine collective bargaining intended by the public
and in substituting the dictated, inflationary and
debilitating settlements that we have become accustomed to.
The companion opportunity given under both
the Wagner and Taft-Hartley enables union officials

on economic and political projects selected by the
union officials with little or no supervision or recourse by members. This flood of easy income, immune from member control, is the basic source of the
political power of union officials. They can and do
use the pressures of money and manpower directly
on government. And they use that power indirectly
on government by teaching to the constitutents of
public servants their particular view of economics
and public issues, which urges deficit spending and
evermore concentration of activities in Washington.

Another facet of the problem is the violence which
union officials are privileged to employ both legally
and illegally. Violence - whether real or only
threatened - has become a powerful force in implementing union official power over the persons and
savings of workers, employers, consumers, government officials and the rest of the public. Every citizen should feel a deep sense of shame, in the presence of violence, actual or threatened, a condition so
alien to our fundamental beliefs. As so few know, the
threat of privileged violence is what lends an appearance of peace to so many so-called labor disputes.
Sympathetic, public understanding of the need for
political war~ will depend on the integrity of our
actual efforts and on the degree to which we managers

to emphasize that leadership and credibility will go to
those who can offer convincing wor~able solutions to
the nation's problems.

It would be easier, of course, to let things drift
but if we do, the essence of democracy would be
lost. To make certain that the corning decade are
years in which business can effectively serve, profit
and grow in the public interest, it needs to face
up to those pressures and to call public officials to
account when they press for their own political interests contrary to the welfare of the governed.
The achievement of economic growth in the
years ahead will require new degrees of co·
operation among management, employees and
the public. Above all it will demand that management exhibit a large measure of moral
courage and political insight. Exercising these
attributes, the promise of the future for husi·
ness and the nation is unbounded. Increasing
political intervention in the affairs of the econ·
omy and centralization must he resisted, and
progress must he accelerated so that there will
he valid improvement in standards of living.
We must reinforce our position of free world
leadership. I have an unshakable conviction
that we can.
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