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The State of the Economy (l)

'immediate Economic Task is Full Empioyment Without infiation’

SUMMER NEBRASKAN
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soun As  one economist
commented,  “bverybody
warting for the consumer 1o

spend the cconomy back inlo
high gear, but the consumer
appears 1o be waiting Tor the
econamy 1o tarm atound first ™

Switches in Economic Policy

The lasi
witnessed  sipgnilicant
swilches by the Nixon
Admimstration. Farly i the
yvear it appeared  that  the
Administration  had  decwded
that getting the unemployment
rate down was more important
than bonging mflation under
control. The reason for this
was that the 1969-70 ecomomic
“game  plan™ failed o end
inflaton batl created oo much
unemployment, Thas, the
President™s  statemenl  in
January that he is =a
“heynesian” plus his support
for dehion financing a5 a key
ool ol cconomc management
was widely mterpetied 1o mean
that the Admmstration was
taking a8 more activist stance
and would use direct measures
to shimulale The economy

But this was nol 1o be. In
Late June Mr. Nixon announced
that heaceforth Secretary of
the Treasury John Connally
would be the chief economi
spokesman for the
Adminstration. Immediately
Connally announced that there
would be no wage-price review
board; no wage-pnoe control;
no  tax cuts, and no increase in
government spending. At the
sume time Paul McCracken,
chairan of the Presdent’s
Council of Economac Advisors,
admitied that the goals sct by
the Administration last
January for growth, a
reduction  in unemployment,
and a slowdown n the
inflation rate. were
unallatnable These
developmenits, coupled with
Secretary Connally’s
exlraordinary stalement that
the target of 2 4 percemt
unemployment rate s ** 4
myth never achieved
except o wartime”  backed
away from an activist stance

This policy reversal
prohably stems from fear of
the cilects of the budpget
deficit for fiscal “71 plas
gloomy forecasts that the
deficit for the two vear penod
ending Jume 30, 1972 may
reach the stagpenng sum of
$453 billion, lotals
unprecedented in peacetime. It
also represents a victory for the
economx  adeas of Professor
Milton Friedman of the
Unsversity of Chicago, a strong
sdvocate of the view that the

monihs  alsa
polcy

sIX

money supply s the most
important  single factor
mfluencing the economy

Thus, rapsd monetary growth
this spnng will, acoording 1o

Friedman, brnng a strong

UpsUTEe M cCONOMIC actvily

later thos veur

Military Spending and the
my

In most discussions of the
economy's inability to get full
employment without milation.
the skeleton in the doset of
military spending is too often
neglected, This & not 1o
suggest that there s no
recognition of the close
correlation between military
spending in wartime and

imflation, tor this is clearly not
s0. During Workd War 11, the
Korcan war and the Vietnam
war, prices rose more rapidly
than in comparahle nonwar
vears. What s involved s
something more subtle, more
difficult  to. measure, namely
the cumulative effects upon
the cconomy ol  diverting
between 9 and 10 percent of
the nation’s oulpul 1o the war
mdustry for more than twenty
years

What are some of these
effects? Kenneth Boulding, one
o America’s most
distinguished  social sorentists,
suggesis  that in a guahiive
sense e ympact s far greater
than this 9 10 10 percent Tigure
mdwcates. The reason 18 (hat,
proporiionally, there has been
a much greater **brain dramn™
o the military sector, a
development  which has  had
highly sdverse effects upon
technological progress i
important parts of the avilian
economy, espeaally machine
tools, shipbuilding, steel,
textiles, and much ol light
manulfacturing. Since the
1950, for example, about
ane-hull of all expenditures for
rescarch and development have
been defense o1 space onented.
The long sarvation of the
cvilian economy {or research
resources, including  the
services Of lalented scentists
and engineers, may  help
explain why in the last four or
five years therc has been a
deaded slowaown m the rate
al which output per man hour
has grown. For a nation which
nies ity standard of living and
ability to compete in world
markets 1o rapid technological
change. this developmemt =
ommous.  The deterioration i
our foreign trade balance stems
partly from the fact that
productivity  gains in  recent
yvears for the US. have lagged
behind those of Japan and
western Furopean nations

An equally sgnificant long
term effect resulting from the
diversion of so much of our
outpul 1o non-productive
military purposes has been the
serious neglect of soaal
mvesiment in. the domestic
eoconomy. As s well known,
the post World War Il era has

been one of rapad urbanization
and population movement,
changes which created an
cenommous demand for sooal
imvestments in housing,
cducational facilities,
transporiation nelworks,

mcledmg urban mass transit,
and other basic facilities. In 2
complex and highly urbanized
economy, it is probably tha
the need for mvestment! in
lundamental facils
t1es-housing. transport
commumnmnicalions,
education probably increases
al a faster pace tham output
and population  Since 1947
$1.,093 3 bilbon has been spent
for military purposes. It would
be a2 somantsc untruth 1o
suggest that all of the output
fepresented by this
expenditure could - or
should -have been wused for
other purposes. Given the fact
that the world was and
remams - unready 1o substitute
a sysiem of law for naked force

in the relations petween
aatons, ths was simply not
possible. But i1 s equally
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important aol 1o bhnd
ourselves 1o the meal costs
the form of the neglect of
critaical domestic needs
incurred by our arms
expenditure and our largels

selfamposed role of the world's
pohoeman

Monopoly and the
Concentration of Economic
Power

The other hidden skelelon
m the closet of the Amencan
economy 1= the distortions
wrought by the moenopoly
effects which flow from the
growing conceniration of
coconomi  power Since  the
1930°s, foreign affans and
fascmaton with an ever-tising
gross nabonal product  have
diverted public attention from
the growth of concentrated
economic power, even though
this tendency may be a5
significant as any other in
accounting for our inability to
attaan ftull employvment
wilhout mflation

What s the sctual aate of
affairs in our supposcdly highiy
compeiitive economic svslem’
Willard F. Muecller. former
chief economist of the Federal
Trade Commission, fold the
Senate Subcommittee on
Antstrust and Monopoly n
1969 that the 200 larpest
manufaciunng Ccorporstions
control  abouwt 2/3 all
manufacturing assets, 2 degree
of concentration that Mucller
did not expect to be attmned
uniil 1975 a1 the carliest
Other studies confirm that m
probably halfi of the
manufacturing industries in the
nation, four firms or less
accounted for at Jeast 50
percent of the industry’s total
sales!

What is so bad about this®
In the view of economisis
knowledgeable conceming the
socul and economic effects of
industrial concentration,
effective monopoly exists in an

of

industry when four Tirms or
less control 30 percent or maore
of the output ol the industry
This 1 a workable economi
definition of monopoly. not a
legalistyw one. One of the most
widely  accepted propositions
m  economiks 15 that the
existence of monopoly in an
mdustry produces both higher
prices and less emplovment
and outpul, a well a5 less
Immnovation., reduced
technological progress.  and
irequently excessive and costly

advertrang outlavs. Economi
analvsis supports the
deeply-rooted American

tradiion that monopoly power

s bad - bad for people, bad for
the economy, and bad for
sOCIetY

Our fatlure 10 effectively
stem the growth of
concentrated economic
puwer-including proliferation
ol "Conglomerates”  stems
largely from the fact that
under the anli-irust laws we
have takem a legalistic rather

than a prachical economic
.I.PP!'I\JL" | (1] the ISSue o
monopoly. Until we recognize,
first that the maximum

benefits from technology and
productive efficiency can be
obtained in most
manufacturing indusiries from
firms thal produce ne more
than ten percent of  the
mdustry’s output, and, second,
that We MmMust view
concentration and monopoly
in an economwx rather than
legal <ense, the prospecis are
dim for restructuning the
economy so that a competitive

market system works for the
general welfare, rather than the
special interest of 1the
corporate guanis which now
dominate key parts of
economy, The alternative is 1o
saddle the economy with
permanent  price, wage and
other income controls, if we

ever hope 1o get continued full
cmployment withou! inflation

School Administrators Urged
To Develop Meaningful Curriculums

A former Nebraska educator
now & moled authonty in the
fiedd of school cumiculum
urged a gathening of school
admmistrators to get info the
thick of the scarch for what is
meaningful and beneficial for
students of today

Dr Fred Wilhelms,
executive secrelary of the
Assocution for Supervision
and Cumiculum Development.
wWas speaking to an
Administrators National
Conference held July 26
through July 28 at the
University of Nebraska -
Lincoln

“A helping curniculum s my
dream,” Dr. Wilhelms told 3
group of more than 160 school

sdmmistrators from Nebraska
and several other states al NU's
Schramm Hall during the
conference

“A good curnculum should
be warm and encouraging like »
good teacher. It should help a
youngsiet develop hi  full
polential and learm his
self-dentity. | think we are on
the edge of such 2 radical
program.” he said

Dr. Wilhelms noted that
Nebraska does not have the
problem of the oppressive,
Silling  schools that faces
many of the greal metropottan
arcas. He indicated, however,

that the «tate has some
Catching wp to do in its
allitude toward minority

Vamer Appointed To Serve
On State Dept. Committee

Chancellor DB. Vamer of
the Unversity of Nebraska has
accepled an appointment from
the US. Department of State
to serve on the |2-member
Joint Commitiee on Japan-U S,
Cultural Educational
Cooperation

A major funclion of the
committec s {0 mainlain
vontinuily in educational and
cultural activibes between
bicanial conferences. These
conferences have been held
snce 1961 as the resull of an
agreement reached by

Keanedy and Japan's
Prime Minister lkeda. The next
bicnnial conferemce will be
held in Washington in 1972

Chancellor Varner will serve

as a represenlative of the
artistic fields. Among others on
the commitliee are William

Cleveland, president of Esso
Standard Eastern, who
represents Lhe field of business;
Edwin Renchauer of Harvard
University, Japancse studies;
and Professor Donald Shively
of Harvard, an expert on Asian
languages, representling
academic fields The
commilliee members serve
withoul pay.

An objective of the biennial
conferences is to study
expanded cultural and
educationsl cooperation
between Japan and Lhe United
States

groups, Blacks, Mexican-
Amencans and Induns

Using the example of an
English composifion
curriculum, Dr. Wilhelms
proposed that the emphasis be
shifted from correciness of
form (o lrue communicaton,
and personal development

“We wanlt to teach the child
o wrile in proper form but we
also must encourage him o
have something to sy We
need to consider with lum
what he has said and o
¢ncourage him to be open and
honest. “If he feels he s
writing something meaningful
and important, he feels he is
truly showing himself and what
he thinks, and if we
acknowledge that what he
thinks s important and has
ment, this increases his self
knowledge, raises his  self
esteem and makes it possible

for the teacher to help him in
building values 10 live by ™
Dr. Wilhelms was the furst
three national leaders
educational admimisiration 1o
address the conference. Dr
William Pharis, executive
secrelary  of the National
Assocmtion of Elementary
School Princpals and Dr
Forrest Conner, executive
seoretary - of the American
Association of School
Administralors, also spoke

The three-day meeling was
sponsored by the departments
of elementary cducation, and
educational admmstration at
ithe University of
Nebraska-Lincoln; the Natwonal
Association of Flementary
School Principals; the Nebraska
Assocmtion of Elementary
School Principals and Nebraska
Council of School
Admimstirators

ol

Student Scholarships Awarded

Seven Unuversity of
Nebraska studenis have been
named recipients of 51,000
Donald Walters Miller
Scholarships {or the 1971-1972
academic year.

They are Terry D. Cusler of
Norfolk, Steven W. Erickson of
Holdrege, Terri Hietbrink of
Adams, Donald J. Hill of
Lincoin, Elsine K. Monnier of
York, Arnold W. Oltmans of
Beatrice, and Johm W.
Wagsiaffe of Omaha. Named as
alternates were Gary L, Dolan
and Harlan Abrahams, both of

Lincoln

The selections were
announced by Dr. EE
Lundak, director of

scholarships and financial aids
at the University of
Nebraska-Lincoln, The Millers
scholarships are awarded on
the basis of scholarship,
educational and professiong)
objectives and character.

They are made available
through the University of
Nebraska Foundation which
receives income from a trust
fund established by Mrs
Catherine Cline Miller iy
memory of her husband,
Donald Walter Miller, who died
in an sirplane ac.ident in 1939,
At the time of his death, Miller
was president of the Miller &
Paine Department Store.




