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An Option for Fast and Effective Monetary Policy:
Using Variations in Public and Private Productivity to Stimulate Borrowing
By Lloyd S. Etheredge1 2

Proposal: Analyze variations in productivity across similar public and private organizations. Rank the investments that will raise the productivity of each organization to the best of its type. Make a
persuasive case that these investments, begun now, will be in the rational self-interest of these
organizations. Designate $100 billion in near-0% loans to companies, and to state and local governments, who will borrow to make these investments in the next 18 months.
Discussion:
- Provide Missing Information and Persuade Organizations to Act in Their Rational Self-Interest.
This proposal applies two lessons from America’s early and spectacularly successful learning system that combined the scientific method and the new science of sociology to raise agricultural
productivity. (Farmers and farm laborers were 72.5% of the US workforce in 1870 and 1.6% by
2009, with abundant surpluses for export.)3 While rational self-interest of farmers was assumed,
planners also diagnosed needs for new (and missing) information and persuasion. They built a
national network of agricultural extension services and links to state universities and deployed
field agents who would know each farmer, teach them about data and new discoveries, become
trusted, persuade them to innovate, and help them to adapt new discoveries to local conditions.
Now-classic research in sociology laid the foundations for implementation science and modern
marketing (e.g., Rogers, Diffusion of Innovations; the two-stage model of opinion leadership; the
“J” curve.) 4
o

-

There are exciting implications: This model predicts that stimulus borrowing and economic recovery will go much more quickly: 1.) If the public and private sectors are
fully informed about their options for good productivity upgrade investments; and 2.)
If they are persuaded to make these investments in their rational self-interest now,
regardless of other considerations.

Initial Databases Are Available to Compare the DNA of Organizations and Their Productivity. Our
equivalent of genetics-based, Everything Included, NIH databases to map differences in public
and private productivity is based on the Toyota production/Baldrige Award method of deconstructing public and private organizations into hundreds, even thousands, of separate processes.
Jack Grayson, who built the www.apqc.org database, has estimated that there is a (surprising?)
3:1 to 5:1 variation in productivity across state and local government programs in the United
States. And that productivity in the private sector falls-off substantially below the top echelon of
companies in each area. If these estimates are correct, extraordinary improvements might be

achieved by supplying a comparative analysis and effective persuasion.5 [Discovering a 3:1 to 5:1
variation implies an agenda for improvement that voters are likely to support.]
o

o

-

Other Usable Knowledge Probably is Quickly Available. Other organizations have relevant data and might quickly suggest how to build the discovery process and identify priorities by sector: the National Governors Association; Department of Commerce; researchers who have studied management information systems; McKinsey and Co., Boston Consulting Group, and similar high-level consultants; business and public policy
school faculty who consult with different organizations. 6 7
Genetic Discoveries and Breast Cancer: All of the Causes and All of the Usable Pathways.
We do not yet know what discoveries are in the data. There may be a clear set of priorities for each type of organization. For example: A full genetic analysis of 560 breast cancer cases has yielded 93 genes (of 20,000) whose mutations can cause breast cancer;
however, 60% of the variations occur in just 10 genes. 8

The regional Federal Reserve Banks might be good institutions to develop this idea. However,
this kind of policy upgrade falls between the stools. It will require designating and funding one
or more institutional mechanisms to bring together the data, discovery, and implementation
functions.
o

Incentives for Salesmanship? Concerning the task of persuading public and private organizations and their constituencies (e.g., Governors, Boards of Directors, voters) to act
in their rational self-interest, regardless of other considerations: Since successful monetary policy, stimulus, and faster growth are urgent public goods for the US and other G20 nations, it might be worthwhile to pay commissions to brokers, consultants, and
other intermediaries who can sell the loan packages. (To build the trans-continental railroad quickly in the 19th century – a national public good – the US government paid
$16,000, $32,000, and $48,000/mile bonuses and made other vivid and public incentive
payments to entrepreneurs.)

-

Politically, it might be better to begin with small and medium-size businesses, and state and local governments (i.e., investments that could save money for taxpayers).9

-

Grayson’s rule of thumb is that fast 20% upgrades are possible from low-hanging fruit.10 Even a
20% average productivity increase in American public and private organizations translates into a
remarkable potential increase in average personal income.

-

A new and evolving rapid learning system along these lines might be worthwhile as a long-term
investment. Major productivity increases can raise the potential real income of the American
family – and the very good and hopeful news is that this may be possible without new leading
edge technologies (e.g., Gordon, The Rise and Fall of American Growth).11 In the public sector,
major productivity growth will be required to maintain the current level of government services
2

in the painful times ahead. [CBO estimates that interest on the national debt will rise, within
four years, from $250 billion/year to $500 billion/year assuming that the benchmark Treasury
10-year Treasury rate will reach 4.1% by the end of 2019 (at the low end of its historic distribution).]12
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