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Gilder vs Thurow:

The Great Productivity Debate

What follows is a debate between M.L.T. econo-
mist Lester Thurow and ICEPS Program Director
George Gilder The two met last Spring at the an-
nual meeting of the Council On Foundations to
discuss productivity and the future of economic
growth in the United States. Both Thurow, author
of The Zero-Sum Society, and Gilder author of
Wealth and Poverty, agree that our economy is
operating well below its potential and that our
competitive edge in the international market has
eroded. However they strongly disagree about
the cause of this economic decline and suggest
fundamentally different methods for treating it

Lester Thurow's views have changed consid-
erably since he served as George McGovern's
economic advisor in1972. In fact, he has recently
been collecting accolades from business groups
for his radical views on the corporate income tax
(he would eliminate it] and on the anti-trust divi-
sion of the Justice Department (he would disman-
tle it Nevertheless, the manipulative character
of Thurow’s national policy blueprint, and his
concomitant distrust of market forces, stands out
clearly when compared with Gilder’s faith in the
judgement and creative capacity of individuals
operating in an open market,

While there are several matters on which
Cilder and Thurow agree, their understanding of
the nature of economic activity is intrinsically
different. For instance, both men agree that Amer-
icans should save more of their income. However,
Thurow believes we are living in a “zerosum”
society, in which we can only increase savings by
decreasing consumption. He therefore suggests
we penalize consumption (through more taxa-
tion} in order to force people to save more, Gilder,
on the other hand, does not believe that taxes
designed to penalize consumption (i.e, value
added tax, gasoline consumption tax, etc.) are
necessary to increase savings. Instead, Gilder sug-
gests sharply reducing taxes on marginal income
which discourage saving. In addition, across the
board tax cuts, and a significant decrease in
government spending and regulation, would im-
prove the prospects for an expanding economy

and, thus, increase the real return on savings.
While Thurow would increase savings by penal-
izing consumption and expanding the govern.
ment’s role in the marketplace, Gilder would
merely encourage savings and decrease further
the manipulative power of the gavernment.
These contradicting views on the role of the
government in economic affairs made for an ex-
tremely thought-provoking debate. The quotes
which appear in a box on page five came from
each gentleman’s response to questions after
their presentations. e €1,

The Party’s Over

American productivity has gone
from boom to bust.
by Lester Thurow

The real standard of living in the average Amer-
ican household has gone up almost without in-
terruption since 1937. After 40 years of (reai)
rising standards of living, the average American
family hit 1979, In1979 and 1980 (and probably in
1981) the real standard of living of that family
went down, but not because of inflation; there
was inflation all along. The standard of living
went down because productivity started to fall
in 1978. And with failing productivity, our stand-

{Cantinued on page 2)

Inside:

* George Gilder makes his assessment of
American productivity and is compared to
Lester Thurow on specifics.

* The conclusion of our two-part interview
with Chicago economist, George Stigler
will the regulators continue to wield power
in our economy? Prof. Stigler presents (as
usual) some rather novel views.

* Some private foundations lose sight of the
fact that they are creatures of capitalism.







