


confirmed this.) The question then is, when do we see the
effect? It seems likely that the next business downturn will
be the time. Reduced orders, lower profits, a rationale
for the move both in terms of its employees and the public
will all be present, The work force may be sharply re-
duced and on the next upturn the firm will find what the new
labor requirements are. In terms of our economy, this
means that over the last three and a half years of recovery,
a great many workers may have been rendered redundant
but not laid off. The effect of almost four years of automa-
tion may not really emerge until our next cyclical swing.

Ray Brown is a professor of economics

at Sarah L.awrence College. He originally
wrote this paper for SDS in the spring of
1963. The postcript was added in the fall

of 1964,

Thirty years ago many economists and other social scientists
had all but abandoned our economic and social system. Some
were fearful of what might lie ahead; others were eager to
seize the opportunity to reshape the nation's institutions. With
the coming of World War Il and the unprecedented prosperity
of the post-war period such thoughts were set aside. Today
with very few exceptions the beneficence and permanence of
a capitalist or free market economy is unquestioned. Tem-
porary difficulties are acknowledged but all these, it is be-
lieved, can be solved within our present framework. The
remarks that follow take sharp exception to the prevailing
optimism., The major conclusions are:

1) The prosperity of the past 20 years was based on a very
special set of circumstances and cannot be viewed as the
"normal'' condition of our economy.

2) Some of these circumstances may be changing in ways
which will seriously undermine the economy's strength,

3) Despite the obvious affluence in Post War America, large
numbers of people remained impoverished throughout these
years,

4) Scientific and technological development closely associated
with World War Il have led to cumulative change in our
methods of production (automation): These developments,
while potentially a source of great progress, are in part
creating a most serious challenge to the existing institutional
framework.
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of their disposable income to repay debt and economists have
long since forgotten the magic 10 per cent formula. Just as
consumers expectations are important in determining the
course of the economy, business expectations must also be
evaluated. How do businessmen see their markets? Will
they expand their plant capacity? Even if their market is not
expanding, have the techniques of production in their industry
changed so as to make it highly profitable for them to invest
in new plant and equipment?

If the questions posed above could be answered with some de-
gree of certainty, we would be much closer to being able to
state the limits of our present prosperity. In projecting labor
force and employment trends as was done in the economy
paper, a narrow time context was not intended nor were any
percentages endowed with magical qualities. The argument
was simply that the trends discussed were at work and in

the absence of intelligent well-planned intervention, economic
chaos would ensue at some point in the not too distant future,
In 19657 in 19677 1In 1970? —no one can tell.

B) If the timing problem is uncertain, so also is the ques-
tion of necessity. Must the crisis occur? If a tax cut and
poverty program are possible, why can't government inter-
vene with more effective long run programs?

Answers are again vague and less than satisfying. Clearly
a collapse is not an absolute necessity. Economists as tech-
nicians can develop programs to solve the economic problem.
The real question, however, concerns power and politics.

If, as this author believes, substantial change in our economic
political, and social institutions is required, will these changes
be ushered in by the existing power structure when to do so
will undoubtedly compromise and greatly diminish its power?
Can pressure, outside or in selected areas in the power
structure develop (in the absence of economic collapse) to a
sufficient degree to impose the needed changes (the role of
SDS?)? If collapse does come, what will emerge in the way
of a new social order? (a frightening question given recent
political developments)

Another question is whether gradual deterioration rather than
collapse is not possible, Can we have a society where some
can live in increasing affluence while a larger and larger
human slag heap develops? A measure of such economic
polarization is obviously possible (it appears to have begun
already). However, given an economy which is so dependent
on mass consumption, the limits of polarization may be quite
narrow,

C) A considerable number of questions have developed
around the problem of automation. Why does this analysis
see it as such a threat while most economists view it largely
as an unmixed blessing.

10

be stressed that the situation in 1945 was very unusual. A
crippling 10 year depression and five years of vvor‘lfj war are
hardly conditions to be classified as "normal." Failure to
recognize these special circumstances led many to expect a
return to depression after the war (this included many top
economists). It is ironic that in 1945 failure to understand
these unique factors led to fear when there was no cause.;
while today, failure to recognize these same factors permits
optimism when there are real grounds for fear,

THE POST WAR ERA

Since 1945, except for an occasional slowdown, spending for
homes, cars and other durables by consumers and outlays

by corporations for new plants and equipment, have been very
high. Over a million new houses a year, tens of millions

of cars and other durable goods have been produced and pur-
chased. Thousands of new plants and many billions of
dollars worth of equipment have been purchased by corpora-
tions. The question is whether these two important founda-
tions of the post war boom are weakening. During the 1958
recession there was a momentary awareness that the housing
boom might be slowing down. A prolonged break in the
market did not materialize and fears quickly faded. At the
same time there was some concern over the problem of over
capacity in many industries which might lead to a slowing
down of business investment, Again the concern was moment-
ary but the potential problems continue to exist. Another
area which may soon slow down is the consumption of con-
sumer durables (washers, autos, TV's, etc...). Many of
these products were developed in the years immediately
following the war: they may soon have run their course,

If the markets for these products on which our mass produc-
tion industries depend so heavily stop expanding and become
simply replacement markets, the economy will be in serious
trouble.

Finally, the last special condition of 1945—the needs of a war-
torn world. For years, American exports of goods ran

well ahead of imports, reflecting the great needs for our
goods in foreign markets, Today, Europe and Japan, etc.,
are rebuilt and no longer require many of our goods and
services. In fact, their factories are sharply competing

with our own, The recent concern over trade policy, the
cry to hold the line on wages, seem clear indicators of a
change in the situation.

Summarizing the situation in 1963, we find that so far as the
peacetime sector of our economy is concerned (this sector,
despite great defense expenditures, is the mainstay of our
prosperity), the great consumer, corporation and world
markets of 1945 have undergone substantial change. Many
of the vital needs of 1945 have been met and unless new
areas of expansion are developed, we may soon be in

3
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spending by those receiving the tax cut raises employment
enough to provide additional jobs for the poor. The aspect of
the tax cut which appears to have been quite successful con-
cerns investment by business. Thus far, plan and equipment
spending in 1964 has shown a substantial increase over the
high levels of 1963. Summarizing the short term impact of
the cut, it appears that the employment picture has been some-
what improved by the increased consumption and investment.
It has also undoubtedly helped to extend current business ex-
pansion. Before looking at the possible long term effects of
the tax change, a word on the poverty war.

Assuming the legislation is passed and implemented, about a
billion dollars will be spent. These funds will largely be
spent to (a) provide part-time employment for students per-
mitting them to complete their education (b) set up combination
training and CCC type operations and (c) to help communities
that develop anti-powverty programs. Except for a small

amount of permanent employment, the major effect of these
programs will be to hold down the number of young people
entering the labor market for a period of a year or two. In

the short run, just as in the case of the tax cut, the effect
will be to moderate the critical employment trends outlined in
the crisis economy paper. Turning to the long run, the
poverty program will have little beneficial effect unless one
assumes that jobs automatically appear when young workers
gain a bit more education. Proof of such a connection is
lacking. In the case of the tax cut, the long run effects of
stimulating investment (largely in automated equipment) may be
detrimental unless plans are made to employ or provide in-
come for those affected by the further introduction of labor
saving technology. In the absence of such planning, there is
little reason to expect that the long run trends discussed in

the paper have been affected. Labor force growth continues,
despite the fact that entrance into the labor market for some
young workers will be set back a year or two. The job
erosion effect of automation also continues and may, in fact,
be accelerated by the recent tax changes. Thus it appears
that the original conclusions regarding awareness and action
require little or no modification. Actions have been taken,

but their effect at best will only be to delay the forces pro-
pelling the economy toward crisis,

Before leaving current happenings, a short comment on a re-
cent development in the construction field seems in order. In
the original paper, it was noted that in the recessions of 1958
and 1960, economists expressed fear that the rising trend of
construction activity might come to an end. As a result of
building too many high income apartment houses in recent
years, experts now expect that the upward movement is over
for at least a few years.

The multiple impact of the slowdown in the construction sector

of the economy will unfold in coming months. It is interesting
8
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birth rate was exceptionally low. Thus the need to create
new jobs was at a minimum during that decade.

Yet despite these factors which tended to moderate its effects,
the impact of automation as an infant in the 50's was not
insignificant. Manufacturing industries increased thzir output
of goods over 60 per cent between 1950 and 1960, according
to the Federal Reserve Board's index of industrial production.
In these same 10 years the number of production workers in
manufacturing has remained almost unchanged. This is truly
a remarkable event and one with serious economic conse-

quences.
It is not unusual to hear of a new dramatic automated device

but there is a tendency to think of these things as exceptional
events. Few appreciate the wide impact of the new produc-
tion techniques. An industry such as apparel is thought to be
unaffected by automation, yet, when the figures are examined,
one finds production up over 60 per cent in the 1950's, with

no additional workers. Here it has not been the introduction
of a giant new machine but a series of small changes in plant
layout and equipment. The same story is true in industry—
food, clothing, furniture, etc.,—the list is endless. Only a

handiul of industries have shown employment gains: largely
the defense groups, aircraft and missiles, shipbuilding, and
electronics where huge sums of defense money has been
spent. These industries, however, provide only a small
fraction of total employment and cannot offset the loss on
peacetime employment.

During the decade of the fifties with no gain in manufacturing
the population grew by 30 million and the labor force by ap-
proximately 7 million. Where did these new workers go?

First, only 6 million jobs were created, so that one million
did not find work. This is reflected in the gradual increase
in unemployment that took place during the past 10 years.

The six million who found jobs did so in the service indust-

ries (2 million), retail trades (I million), and government
(2-1/2 million). Due to the tremendous change in technology
the employment picture has been sharply altered. Not

enough jobs were supplied and the jobs that did develop were
not in manufacturing but were all in non-manufacturing. This
last point is extremely important since wage levels in these
two branches of industry are quite different. Weekly earnings
in manufacturing run close to a hundred dollars while in many
serivce and retail occupations earnings are often only half
this amount. ’

WHAT OF THE FUTURE?

A substantial weakening of the strong post-war markets is a

real possibility. One factor not mentioned which has a direct

bearing on the strength of consumer markets is availability of

funds. We noted earlier that in 1945 consumers had over

100 billion dollars of spending power. Also they were largely
5
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