s 0.
otalet

T

O .
LS PPN

b o
U
=2
O
(-9
e
«
z
(o)
e
O
(&




EGRT UNE

VOLUME XXX

NUMBER 4

CONTENTS

1 THE JOB BEFORE _US

LORY THIS TIME?

onverting 15 mil-
st watch out

WHAT PRICE G

The U.S. has the best plans
lion G.I.’s. But veterans an
for booby traps.

in history for rec
(linemplo}’ers alike mu

HALF OF ONE WORLD

. ssation and the ap-
h regional organiza
S?E:Egﬁnf)fpi(;g:esc’ort};?:sg of égolonial development, may reap

great gains from this war.

by Joseph M. Jones

.

NOW:
IF THE WAR ENDS S0y STAND?
WHER E D poor. Orderly

ent. The war surplus: 8 iy,

Contract termination: excellThe human side: mixe

reconversion: a beginning.
Fiscal policy: awful.

G FRONT

9 THE WORKIN

COMMERCIAL SOLVENTS
wder;

i i icillin; in
in the last war meant gunpo in g:lsg :;&tlr;lf:;ical g

E};e' ;)I:)stv(:a:, limitless Rroducts. Not the big

pany but the most exciting.

PUSHING THE Ay Nssthe bette; to advertise t{lcem

. 1 e1 . . t
Thg Pgrketriszsnﬂli; ctlﬁsel%:;itletrs tI:) sell them. Then it sells ink to
and adver

fill them.
ATTLE

tato—embodies the
tion. Soon the

THE FREIGHT-RI}TE;GS?W
Docket No. 28,300—the Iccﬁsm}:: % the na
sectional jealousies of four- k up-
harassed commission must spea

113

117

123

132

135

143

149

FOR

OCTOBER 1944

3 AMERICA AND THE FUTURE

BOMBERS BY BEALL

The man who fathered the Boeing B-29 Superfortress for war
finds it even more hazardous to plan the airplane for peace.

ECONOMICS OF A FREE SOCIETY

A declaration of American economic policy.

by William B. Benton

THE MUCH PROMISED LAND

Armed, angry, uncompromising, backed by outside brethren, the
Arabs and Jews of Palestine confront each other—and us with a

hard choice now. by F. Lawrence Babcock

DEPARTMENTS

LETTERS TO FORTUNE
FARM COLUMN

Rural industry: a solution? . . . No government subsidy this
time . . . $100 million from cobs? . . . Short cuts.
by Ladd Haystead

BUSINESS AT WAR

Previews, Inc., sells estate owners on property “salesmanage-
ment”. . . A new prepasted wallpaper helps those who hang
their own . . . Artists produce a successful plywood splint.

FORTUNE SURVEY

Both the Republican and Democratic parties need a few
repairs to make them fit the U.S. public’s ideas of what a
party should be.

MANAGEMENT POLL

Ruml!’s new tax plan versus the Twin Cities plan—a vote by
the nation’s business executives.

155

156

163

166

10
174

240

266

273




AR

162

FROM THE C.E.D.

I

The good of all—the common good—is a
means to the enduring happiness of every
individual in society and is superior to the
economic interest of any private group,
not only in war (when the validity of the
principle is obvious) but in peace as well.

St g 1

The privilege and responsibility of every
citizen in a democratic society is to share
in defining the common good as v.vell as in
giving service to it. The economic system
is a tool for achieving the common good
and in a free society is shaped, maintained,
and modified by the free choice of the
whole community.

I

The economic system chosen by the Ameri-
can community is loosely (often too
loosely) called the free-ent_erprise sys-
tem. This system, when it functions prop-
erly, permits the maximum freedom to the
individual consistent with the commeon
good. It supports and reinforces political
liberty and provides the greatest opportu-
nities for the development of all men and
the attainment of their individual as well
as their common aspirations.

v

In a democracy there is a place for private
enterprise and there is a place for pub'lic
enterprise, and it is necessary to clarify
basic lines of division between them. The
area for private enterprise should extend
to the limit of the ability of private indi-
viduals better to serve the common good.
Beyond this limit, government enterprise
can better serve that good.

v

In that part of the economy where private
enterprise can better serve the common
good, the people through their government
must devise and enforce rules of the game
—reasonably stable rules that will encour-
age private, voluntary enterprise—rules to
which government itself will adhere and
which government will enforce—rules that
intelligent and forward-looking men can
understand and under which they can op-
erate for the common and their own good.

VI

Essential to a system of free enterprise is
a climate in which new, small, and inde-
pendent business can be conceived and
born, can grow and prosper. New, small
business is the bulwark of a system of free

-+ A FRAMEWORK FOR THE POSTWAR ECONO

and private enterprise.
- for new business

wise disappear,

will atrophy,

If the opportunities
are destroyed or other-
a system of free enterprise

viI
It is in the public interest that business
organizations be allowed to grow and be-
come great as the result of useful serviee to
the community. Provided that the power
that comes with size is not permitted to
stifle competition ang is not permitted in

other ways to he abused, big business

can
serve the common good.
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IX

It is the natural tendency of men with in-
terests in common to organize into groups
ff)r their own advantage. Such organiza-
tmr.ns, not only in business and labor but in

narrow, selfish interests to the broader
common interest, They

accept social responsibility or, faj
their activities muy
people as a whole in order

¢ to preserve 3
free society for the individu
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THE ECONOMICS OF A FREE SOCIETY

A DECLARATION OF AMERICAN ECONOMIC POLICY

by William B. Benton

Vice Chairman, Board of Trustees, the Committee for Economic Development

The twelve-point statement on the opposite page and the exposi-
tion of policy that follows were prepared by Mr. Benton at the
request of the research committee of the Committee for Eco-
nomic Development. Though Mr. Benton assumes personal re-
sponsibility for these documents, they have of course been
approved in principle by top leaders of the C.E.D. and its
economic advisers. Because they represent the first and only
attempt to formulate a statement of basic economic philosophy
for the C.E.D., the editors of Fortune believe they are of
national significance and are publishing them in full.

C.E.D. was formed in the summer of 1942 by a few for-
ward-looking businessmen who were concerned about the part
that business would be called upon to play in the eventual
transition from a war to a peace economy. In two years C.E.D.
has expanded to embrace 50,000 businessmen, large and small,
in 2,000 cities and towns all over the U.S. Its research division
employs top-flight economists to study policies bearing on re-
conversion and prosperity, such as how war contracts should
be canceled, manpower demobilization, postwar tax changes,
the special problems of small business. Its field development
division gets individual businessmen to plan their post-war
production now so reconversion strains will be minimized @
business’ own sights set for high employmen.

The moving spirits of C.E.D. are men like Paul Hoffman,
President of the Studebaker Corp., who is Chairman of the
C.E.D.’s Board of Trustees; Mr. Benton, onetime adman
(Benton & Bowles), now Vice President of the University of
Chicago and Chairman of the Encyclopaedia Britannica;
Ralph Flanders, head of Jones & Lamson and Director of the
Federal Reserve Bank of Boston, chairman of C.E.D.’s re-
search committee; Marion Folsom, Treasurer of the Eastman
Kodak Co., chairman of C.E.D.'s field development division-
From the start C.E.D. has declared that it is indeed a com-
mittee, not a permanent business organization like the Chamber
of Commerce or the National Association of Manufacturers,
and that it will be disbanded after the reconversion job
is done.

Mr. Benton’s drafts, completed after criticism and advice
from the research committee and its leading economists, will
now go out to 2,000 C.E.D. community chairmen for local dis-
cussion and distribution to the 50,000 members.

E ARE fighting and working for the preservation and
improvement of a free society. Today victory is our pur-
pose. Tomorrow our goal will be jobs, peacetime production,
high living standards, and opportunity. This is more than “free-
dom from want.” It is “freedom of opportunity.” We are fight-
ing for both freedom from want and freedom of opportunity.

The conversion to peacetime production and the establish-
ment thereafter of new high levels of employment, production,
and consumption are problems that all Americans must face.
In particular, businessmen must grapple with these problems.
They must begin to grapple with them now. They owe this to
their fellow citizens in their own role as citizens. They owe it
too to themselves in their role as businessmen. And above all
they owe it to the men and women who are now in the armed
services. These problems are too urgent and too serious to be
left to chance.

In a free society all men are common in their rights and oppor-
tunities. They are irequently uncommon in their individual
capacities to contribute to the common good.

The free-enterprise system is a way of economic life open
to hope—an economy open to new ideas, new products, new
jobs, new men. It stimulates men of all talents and capacities to
serve to the best of their abilities. It promotes the capacity of

" men for bold and independent action. The opportunity to com-

pete in a free and open market encourages men to study the
actions of others critically—not passively to accept them—and
then resourcefully to act for themselves or for their companies
in supplying goods or services to the public.

The pattern of the past is clearly visible: the economy of
the U.S., originally largely self-regulated through competition,
has been gradually modified as competition has lessened and
as periods of depression have deepened, with the government
playing an increasing role. There have always been rules laid
down by the government, but the actions of businessmen have
been largely determined by themselves and by the actions of
their competitors.

The twelve points on the opposite page outline a basis for
freedom under rules to which free men can subscribe today.
These twelve points constitute a faith that preserves individual
freedom and yet recognizes the new role of government. Point X,
which deals with the government’s fiscal control, would not
have been widely accepted a generation ago. Points VIII and
X1, dealing with collective bargaining and social security, also
develop from the lessons of recent experience. :

When we speak of a free-enterprise system, we use a term
that has been widely misunderstood, as much because of the
practices of its professed friends as because of the professions
of its actual enemies. It is of vital importance to the future of
the country that the term be properly understood.

WHAT A FREE-ENTERPRISE SYSTEM IS NOT

The free-enterprise system is not, never has been, and never
should be, a system of complete laissez faire. For instance, it is:
not the freedom to seek profit by any and all means;
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—mnot the right to profit at the expense of the welfare of the
community;

—not the freedom of any man to exploit any other;

—not the freedom to waste the natural resources of the country;
—not the right to monopolize (which impedes or prevents the
establishment of new businesses, creates scarcity, and imperils
the spirit of enterprise) ;

—not the opposition to necessary and appropriate government
regulation or operation (often for no other reason than that it
is governmental ) ;

—not the appeal to government for subsidy or protection when-
ever adversity appears.

These distortions have never belonged in a properly function-
ing system of free enterprise. They tend to pull down private
enterprise. They can pull democratic government down on top
of them. Indeed the amazing fact is that a system so much
abused and so little understood has functioned as well as it
has. Past deficiencies, however, do not demonstrate that a
free-enterprise system will not work. They merely demonstrate
that we have not yet made a concerted and deliberate effort to
make it work with full effectiveness. We must learn how to out-
law its perversions and how to preserve and expand those
beneficial features essential to a free society.

WHAT A FREE-ENTERPRISE SYSTEM 1S

The free-enterprise system is a system of production, invest-
ment, and consumption under which private individuals and
business firms, largely by their own initiative and responsi-
bility, combine the community’s labor skills, managerial skills,
and capital to produce the bulk of the goods and services
men want. Its most characteristic features as compared with
other economic systems are: maximum dependence upon com-
petition -and the free play of prices to determine who shal]
produce what, maximum dependence on profit as an incentive
rather than on compulsion or prestige, and maximum em-
phasis on free personal choice among the economic oppor-
tunities—be they goods or jobs—that are available to men, -

Under a free-enterprise system, men risk their resources
in private venture in the hope of personal gain. A free en-
terpriser is a young man going to night school to train himself
for a profession, a lawyer moving to another locality in the
hope of developing a better practice, a worker taking special
training to achieve a skilled status, a man shifting from one
job to another in search of a better opportunity. In a system
of free enterprise, private assets, whether of money, talent,
ambition, or energy, are risked in the hope of gain—whether
by a businessman seeking profit at the risk of loss, by a tenant
buying his own farm at the risk of a mortgage debt,-or by a
young man starting his own small business at the risk of losing
his savings and the steady job he held. A true system of free
enterprise thus encourages venture and risk taking, whether
by an individual worker or by a group of individuals in the
form of a cooperative or a big corporation.

In the U.S. there are four million or more farm enterprisers,
more than one million self-employed who work as their own
bosses, more than two million private businesses with one or
more employees. These provide enormous opportunities for
innovation and experimentation. After the war, America must
create an economic climate that will develop millions more.
Can any centrally controlled economy hope to maintain the

dynamic drive, the ingenuity, or the diversity of creative im-
pulsg of these millions of enterprises? Their persistent search
for !mprovement results in progress: better products a9t
services adapted more closely to the desires of the buyers at
ever lower prices. The driving energy of private incentive thus
serves the economic good of the nation as a whole.

_ The effect of this drive for improvement is clearly visible
in the history of the last forty years. Since 1900, new and
better machines and better methods have more than triple
manufacturing output per man-hour of work. For the economy
as a w}}ole, output per man-hour in recent decades has been
Increasing at the rate of 21/‘3 per cent per year.

Much of this increased production, moreover, has reached
the consumer in the form of new and improved products—
the .radio, the automobile, the airplane, electrical househol
équipment, vitamins, and a thousand other things that have
enhancgd enjoyment and opened up new vistas of good living:

Nor is there indication that the upward trend of production
per man-hour is slackening or is likely soon to slacken. If
1s merely maintained at 21% per cent per year, the production
per hour of work will be doubled in the course of the next
twenty-eight years. That will give us twice as large a volume
of goods and services per capita if we maintain high employ”
ment or, if it seems preferable, we may have an equivalent
combm.ation of more production and more leisure. This is 7
fan.tastlc dream. It can be achieved. It will be achieved if W€
maintain the essential features of our system of free enterprise
and successfully prevent mass unemployment.
~ Further, a free market open to the development of me¥
mdf:pendent enterprises will continue to provide an economic
ba51§ for political freedom. Such a market breeds the million
of rival producers and sellers who do not need to cater 10
private or public overlords, They help keep the balance on ﬂfe
side of freedom and against the arbitrary exercise of econom1®
power. They provide the competition that minimizes the n€e
for government regulation and operation. They provide 2"
element of balance that counteracts potential dangers to O
democratic institutions,

Lack of competition stifles the free market. So-called Mo
nopoly practices of business, labor, and government, whic
remove the necessity of trying to undersell a competitor OF
to match or improve on his quality, induce complacency- Such
practices have no place in a free-enterprise system designe
:;t ;ervte the common good. They require government actiol
e

v in the public interest.

The American people have continued up to now to tolerat®
abuses. that h:jwe developed in our economic system because
:}f their conviction that the free-enterprise system, however

ey may have abused it, has achieved a net gain substantially
greater Fhan that to be expected from any other system. They
believe it can be made to work for the good of all. They walt
1t to work with the maximum possible effectiveness. They €
1t a chance for a better life for themselves. Almost unan”
mously, they want it for their sons and daugilters. They s¢°

in ét an econom.ic tf)ol that properly used will reinforce and =
endanger constitutional democracy.

THE US. IN THE WORLD ECONOMY
After the war, the U.S. must decide on how best it can aid in

the maintenance of world peace. It must decide on the Part

7
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it will play in the world economy. Under its bylaws the Com-

imttee for Economic Development dedicates itself to the prob-

ems of the domestic economy. However, its members recog:

nize th(? imperative necessity of a world climate favorable to

enterprise and believe that high levels of employment and

Rmdu-ctivity can be most readily achieved and maintained in

tuIn_Crlca in a.world environment providing a maximum Oppot-
nity for private enterprise in international trade.

Ql}estions pertaining to our international obligations and
our international economic opportunities involve matters o
military and political, as well as economic, strategy- They
are not ours in the U.S. alone to decide. Decisions of other
Countries will inevitably affect ours and will do so in ways
that are hard to foretell.
du((::?: thing is certain: th(? maintena
i r:l and. employment in the. .S, ¥
thrgu }-'lmt influences contrlbuFmg to pre
e nOtg fout‘the world. Depression here wil
e ascism abroad. Prosperity here wi

nd stability in other countries.

After the war, the U.S. must learn to import, as e e
export, if we are not to disrupt the economies of other coun-
tries and if we want to be paid for what we sell. We must buy
goods and services from others to give them t
from us,

Whatfaver America’s future rol St
merce, it has the strength and must develop the ability to
work out its economic destiny within the framework of =
system of free enterprise for itself. Within this framework, 1t
must learn how to deal with those countries that have other

€conomic systems.

nce of high levels of pro-
i1l be one of the most
prosperity and peace
11 breed depression
11 beget prosperity

he means to buy

e in world trade and com-

GOVERNMENT AND BUSINESS
g Private enterprise is to fulfill its promise and its _()I?Iiga.tions,
be PCOPle through their government must police 1t »'vxthout
obstructing it, must encourage it without pampering 1t and

must help provide it with a balance wheel in times of business

0om or depression.
e are at a crucial point in the development of free enter-
the founding 0

Rnse In America and in the world. From the 2
merica to the closing of the western frontier, American
enterprise kept pace with the expanding population that pene-
trated the'empty or thinly inhabited acres of the West. Since
then the development of American enterprise has been ,ba§ed
on the boundless opportunities offered by the ever accelerating
wants of the ever more populated centers of the U.S. and the
globe. The present social and scientific frontier offers .greater
;).PPOrtunities than did the thinly populated geographic fron-
t;ler for high production, consumption, and employment. In
e .de"elopment of this new frontier, great economic 0rgan-
1zations have been created that present NV problems 1n the

relat; >
elations of government and business. Before we can take
r, We must develop

f .
il adv.antage of the internal frontie g
greater _‘“Sight into the responsibilities of both governmen
nd business and into the rules upon which a free-enterprise

Sysﬁm must rest.
uch past government regulation ha

the i :
tie Interest of preserving free enterpr e 4
ons, when hostilities cease, cannot be jmmediately rem

0 . 2
n the fallacious principle of ‘g return to n,t,)rm_alcy- 4 Aftelt'
€ war, the role of “govemment-in-busmess will and mus

s been necessary and in
se. All wartime regula-
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be lessened in many areas of the e :
others, and increaseg in still other:. S

A high degree of imagination, goodwill, and inventiveness
will be required in the new world after the war to work o::
improved rules of the game. We shall require improved forms
of administrative organization for carrying out those rules
in the enforcement of which a large measure of human disj
cretion is required. The more skillfully we handle the role of
government in the economy, the less the role that government
may have to play. More adequate government skills must be
devised, for example, to help stabilize the economy against
the effects of the “business cycle.”

We must rid the economy of injurious or unnecessary gov-
ernmental regulation, as well as administration that is hostile
or harmful. Moreover, businessmen must rid themselves of
hostility to evolution and change in the responsibilitie; of
government in the discharge of its proper functions. Without
government, business cannot do the job after this war that
must be done. Wherein is government regulation in the public
interest? Wherein is it restrictive and harmful? The anss)ver to
these questions is imperative to the future of our economy

Prior to the depression of the thirties, the government bu.d et
averaged around $3,500,000,000—about 50 per cent of C(g)r-
porate profits in a fairly good year. After the war, the govern-
ment budget will perhaps average $16 billion to $18 billion
—more than corporate profits are likely to be. If mass unem-
ployment is to be prevented, the American economy must
provide seven to ten million more jobs than in 1940, a year
of peak peacetime production. If America is to raise its stand-
ard of living, and to meet its governmental expenditures out
of national income, these jobs must be productive jobs—the
must be jobs that are responsive to the need and demand o}it
the public.

After the war, the American people must insist that their
government pursue constructive fiscal, monetary, and other
policies that provide a climate in which a private-enterprise
system can flourish. The failure to insist on this may lead to
some form of dictatorship or fascism. Thus far the appeal of
totalitarianism has fallen on deaf ears in the U.S. communit
But totalitarianism thrives on fear bred by war and want I);
after the war, millions of men cannot find work that giv;as a
man human dignity, our democratic community may turn to

it in desperation.

OPPORTUNITY AND SECURITY

«(Qpportunity” and “security” are not conflicting alterna-
tives. Opportunity is an indispensable part of true security—
the opportunity to earn an adequate income through work, the
opportunity to risk one’s energy and savings for profit, the op-
portunity to live decently, to aspire to live better, to educate
one’s children, and to develop the highest powers inherent in
every man.

Throughout all history, men have not been able to grow
enough food for all the people, or to build them all homes
or to provide them all with adequate clothing. The techno:
logical advances already achieved by industry demonstrate
the possibility of creating high levels of food and shelter and
clothing for all our people. No artificial restrictions should be
allowed to stand in the way of further technological advances
and their full utilization. Labor, agriculture, and government
as well as business, must divest themselves of all practice;

[Continued on page 190]
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Strictly fresh thinking from the ‘‘outside” can provide the solution
to your production problems, conversion worries and future

planning.

The Pioneer team, composed of hundreds of engineers, designers,
production executives and cost experts, is ideally fitted to help

solve today's complicated business problems.

Share the executive load you are carrying by putting the Pioneer
organization to work for you. Pioneer will smooth out current
production worries . . . will handle the designing and engineering
of your products . . . will help you with executive problems

that you cannot find time to solve.

You'll like the way Pioneer works with you . . . for you!

THE STORY OF SERVICE THAT
PRODUCES MIRACLES FOR
BUSINESS—LARGE AND SMALL

The Economics of a Free Society

[Continued from page 165]

that check expansion of production or that restrict output.
They must all make appropriate adjustments to the age of
abundance which today’s technical advances have made pos-
sible. In so doing, they can find their own opportunities and
at the same time fulfill their obligations. Thus they can play
their part in a free-enterprise system that makes possible
genuine security.

While it is obvious that real security lies in the availability

~of good jobs, men should and will seek security against the

hazards of unemployment and the inability to work. The goods
and services required to supply security against unemploy-
ment and old age are, however, derived from the total pro-
duction of the economic system. A bookkeeping credit to an
old-age pension in 1944 must be paid out of the country’s
total production when the credit falls due. To achieve high
production, so that such credits can be paid without hard-
ship, our system requires rewards for energy and initiative.
A balance must be struck between the output going to provide
security and the output going to provide rewards for work,
i.e., wages, salaries, fees, royalties, profits, etc. Only if oppor-
tunity for reward is provided will the economic system develop
the high level of production required to provide social security.
Real security depends on the abundance to be shared. Only
through providing opportunity for the individual can abun-
dance be secured.

Men want the security that includes opportunity. It is dis-
couragement that has germinated the “security psychosis”
that in some countries has induced men to take a defeatist
view of human life and abandon human freedom.

THERE’S STILLL. AN AMERICAN DREAM

There is nothing in all the horrors and suffering of war that
gives anyone the right to believe that victory will produce
utopia or anything like utopia. All victory will do is remove
certain specific dangers. The process of making war may or
may not increase the capacity of men to cooperate. The Com-
mittee for Economic Development believes that a major part
of the problem after the war is to replace fear and discourage-
ment by hope and initiative. It believes that ignorance of
economic processes must give way to understanding and intel-
ligent action. Through the enterprise of man, new high levels
of employment and productivity can be achieved that will open
new horizons of hope for the individual.

New products and services that only wait for development
—they are everywhere around us—will beckon men on to
renewed exertion. America stands at the gate of an age of
plenty. The key is in our hand. A system of free enterprise,
based upon the principles herein set forth, can act as the
provider as well as the safeguard of democracy.

Most Americans would agree on the economic goals for
America: a community permanently rich in opportunity and
security. We can secure both if we work together. We can work
together only if we understand one another. The people of
America can build an America—and help build a world—
that is in fact the land of the free.

We in America have always had a dream. We have never
lost it. We have it now. With the enterprise, initiative, and
good will of man urged on to the common good, we can make
that dream come alive—not in the millennium but in the
America of the approaching tomorrow.
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