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The topic, The Government's Part In Our Distribution, probably was
assigned to me because the Commission recently submitted to Congress
about 8 parts of the very comprehensive study entitled, "Report onE-0.230 dbehensivy
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free to engage In any new venture even If It be foredoomed to failure.
But It is only successful ventures which are of permanent benefit to
our country. Hence, new ventures should be carefully chosen and In that
regard I want to put in a plug for the federal government. It can collect
and currently furnish facts and figures, sufficiently comprehensive with
respect to the aggregate profitableness of existing business enterprises,
as will minimize the risks of sowing venture capital and vital energy
o:i unproven ground. I know from my work in the Federal Trade Commission,
that businessmen constantly want Information with respect to produc-
tion, prices, consumption, many things. Many industrial trade asso-
ciations sporadically gathering such Information for the use of their
members, Including some of those In such important industries as oil,
lumber, cement, and drugs, have been charged with misusing such infor-
mation in violation of the anti-trust laws; whenever they do that,
their members get cold feet and the associations drop much of the valu-
able part of their statistical collecting programs. The Temporary
National Economic Committee unanimously recommended that the kind of
statistics the businessmen want and need should be collected by the
Federal Trade Commission. Their final report, 1941, page 31, said:
"One of the striking facts of experience in national economic policy
formulation during the past decade, amply demonstrated by the experi-
ence of this committee, and more recently emphasized by the pressing
problems of Industrial mobilization confronting the national defense
authorities, is the inadequacy of factual Information concerning the
structure and functioning of our industrial economy."

"Looking to the post-war period we all know that business and
Government will be confronted with a new, complex, and difficult
situation. We shall be able to make the necessary adjustments and
keep the economy functioning at a high level only if we anticipate
and provide the factual requirements which are essential for intelli-
gent appraisal and proper action. Fact gathering must be continuous
so that essential economic information will be available to business-
men, to Government, and to the public."

I believe our business leaders today-have indicated a very laud-
able desire to undertake the major responsibility for the functioning
of our general post-war economy after reconversion is complete. The
degree of their success in my opinion depends on the boldness with
which they attack the problem of reducing the costs of distribution.
The solution of that problem will Insure an expanding production of
consumers' durable goods. Our own organization hopes to furnish sta-
tistical grist for grinding in the research mills of those who want
to help solve this problem. We have always taken the position that
what Is needed is not less but more business statistics available to
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peacetime economy. The Commission's legal activities are concerned
with preventing distribution methods "regarded as opposed to good
morals



commodity depends upon consumption. The manufacturer cannot long con-
tinue to produce and distribute his product unless the consumer will
buy. We had a buyer's strike following World War I in protest against
the price of clothing; I remember a United States Senator appearing in
Congress dressed in overalls. We again have buyers worried about high
prices.

Balance is an essential element in efficiency of any kind, whether
in the process of producing, distributing, or consuming goods. If we
systematically produce and attempt to distribute more than we can con-
sume, we destroy the balance between those 3 basic functions of our
economy; we create a buyers' market and a stagnant industry. Likewise,
the systematic consumption of more than current production and surplus
stocks upsets the balance in the opposite direction and we have a
sellers' market with its hectic activity. In a sellers' market there
is always a tendency for manufacturers to Increase their prices. We
are going through enough of that right now — I don't need to illustrate
it. But the greatest increase frequently comes in distribution. For
example, following World War I, there was a shortage of anthracite coal.
Prices rose to such heights, that the Commission was directed to make
an inquiry as to the causes. It was found that through pyramiding of
middlemen's charges, the customary wholesaler's margin of not to exceed
25£ per ton for anthracite coal was increased to as much as $5 and $6
per ton.

Whatever be our accomplishments in enhanced technological effi-
ciency of production, or distribution as such, there is a question
whether or not there is real social efficiency when we thus alternate
between "boom and bust" with the consumer tormented by unemployment
in the buyers' market and plagued by a zooming cost of living in the
sellers' market. There is need for the engineering and pioneering
type of mind in the search for technological efficiency in the produc-
tion and distribution of goods; there is also need for engineers and
pioneers in the search for efficiency in maintaining a proper balance
between such production and distribution and consumption. Our Individ-
ual interests as consumers in any long-range view are necessarily para-
mount to our Individual interests as producers or distributors. And
the greatest spur to consumption is low price; the lowest price consist-
ent with the maintenance of productive and socially desirable enter-
prise
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incentive to monopolize the benefits unless prodded by the spur of
competition. In competitive sport the game is for one competitor to
outdo the other. And the contestants are expected to call upon their
varying abilities and reserves of efficiency for that purpose. We would
regard the game as fixed and fraudulent were it otherwise. It is the
effort to outdo the competitor that creates and releases unsuspected
reservoirs of ability and efficiency in ali the contestants. Let's not
abandon that principle In business. I should hate to see business be-
come like book chess, where black may be expected to know every move
that white's going to make. And I don't think that business should de-
ceive Itself to think that it can remain free and at the same time deny
to society the benefits of competitive efficiency, thereby periodically
putting the mass of small consumers through the wringer of depression
and unemployment and progressively wiping out the small producer.

CONCLUSION

I have given you a few of my thoughts and philosophies regarding
distribution and it comes back again to the point I made that costs of
distribution for essential products are important. I am not here to
tell you that we in the Commission have found that it costs too much to
distribute products because we haven't; we have found that costs of
production are frequently more than equalled by costs of distribution.
Since so much progress has been made regarding production and its costs,
I think the door Is wide open for a thorough study directed toward re-
ducing the costs of distribution to the end that we may all have a higher
standard of living. I wish you success in this conference and hcpe that
you will repeat it in the future.


