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REVIEW OF ECONOMIC AND RELIEF CONDITIONE

Bummary for 1856
Belief and Unesployment

At the end of 1936 there were 3.76 million unduplicated oases
recelving relief, a decreass of l.l4 million from the 1936 poak, of
1.64 =illicn omses {rom the depression high in 1936. Unemployment was
eetimated at about § million; w decrease of 2.8 million imn & year, of
E million from the 1933 high. The Works Program smployed 3 million
at the end of 1938, of which 2.2 millien were on WPA. A year sarlier
8.6 million workers were cn the Works Frogram, of whom 2.74 millieon
wore on WFA.

Sploments

At the end of 1936, sstimated total employment amounted to
42.2 million workers, an imorease of 2.2 milliem in cme year and of
7.6 million from the depression lew. Factory employment was 11 par-
eent higher, payrolls 22 percent higher than at the end of 1935.

Produetion

The Federsl Reserve Bcard adjusted imdex of industrial pro-
dusticn resched a new high for the momth st 121 in December 1936, an
ineresse of 20 percent over the December 1936 level. Stesl operaticna
were at 6B percent of oapmecity in 1936 compared with 48 percemt im
1836, Automoblle cutput wae up 13 percent to 4.5 million units.
Residential oconstruoticn imereased &7 percemt.

Trade

Rotail sales, at an estimated walue of $37.6 billicn were 15
peroent above 1856. Foreign trade was wvalued at $4.9 billion ms n re-
sult of an 16 percent gain in imports, a 7 peroent gain in exports.

Agriculture

Farm oash inoome, inoluding bensfit paymenmts, aggregated §7.9
billion, an inoreass of 11 percent cver 18936.

Friceas

Wholesale prices rose 4.7 percent in 1930 and wers tending
up further. The cost of living inoreassd 3.6 percent. Wholesals
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prices at the end of the year were 16.2 percent below the 1928 average,
the cost of living was 14 percent below.

Finanoe

Inoluding refunding, new corporate seocurity lssues doubled
last year to remoh §4.6 billion. Issues for new capital purposes
tripled tc reach §1.% billion in 1936. Corporate profits were up
sharply, probably about EQ peroent. Dividend declaraticons were 40
peroent greater than in 1935.

The Situation in January 1857

In most omses January statistios are not yet awailable. In=-
ocomplete reports and estimates mre the bases of the followlng summary.
Employment on the WPA and the Works Program continued to decline contra-
seasonally in January but the decreases totaled only about 100,000. Es-
timated total private employment declined and estimated unemployment in-
oreased during the momth, although probably less than the ususl seascnal
amounts .

Industrial production, although below December, was markedly
higher than in January 1936. The sdjusted index of the Federal Heserve
Board will probably be betwsen 115 and 117 oompared with §7 in January
1956 and 119 in January 1929. Steel operaticns were at Bl.4 percent
of capacity, 66 percent above the level of January 1938 and in terms
of motual tonnage higher than in January 1929. Automobile producticn
was sharply lower than in December but in spite of the Gemeral Motors
strike, aggregated about 340,000 units or enly mbout 30,000 units
less than in January of last year.

E:-Iidlntlll construotion, measured by the reports of the
F« W. Dodge Corporation, aggregated §76 million, mn inoreass of 110
peroent over that im the same month a year age. Retall trade, al-

though hampered by fleoods, strikes, and unseasonably warm weather,
advanced substantially over the level of a year ago. The index of
department store sales was at 52, up 11 percent from January 18358.
Wholesale prices continued upward although after the middle of the
month the index declined slightly. In the week ended January 30,

the index stood at B85.4; up 0.6 peroent during the month.
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REVIEW OF ECONOMIC AND RELIEF CONDITIONS

Relief and Unemployment

The marked recovery in industrial predustion, in trade, in
dividond payments, and in employment, that has coourred sinoe 1533
and the particularly noteworthy improvement that cocecurred during 1736
have focused publie sttention en the relationship betwewn relief and
general soonomio conditions. Much confusion exists regarding the
pature of this relationship. Several fastors of importance make the
conneotion between business motivity and relief less simple than is
usually sgeumed. GScme of these faotors are evident in the following
discussion.

Centrary to popular cpinlon, inveluntary unemployment did
not originate during the recent depression. Even in the boom year
1528, estimates place the average mumber of unemployed at about 1.8
million perscms. From 1821 to 1526 unesployment im estimated to have
ranged from 4.5 millicn to 1.6 million persoms. These figures point
to the significant faot that some unemployment normally exists. A
oomplote lack of unemployment would be extremely abnormal mnd prob-
ably indicative of & most unhealthy boom conditien of business.

During the depression unemployment is estimated to have
reached a peak of over 16 million persons in March 1%33. For the
full year 1936 approximately 5.9 million workers, able and willing
to work, wore out of jobs. In the last few months unemployment has
ranged from between 6.5 and § million. In contrast with these fig-
ures the net unduplicated nusber of cmses on reliel (excluding those
on CCC and on some smpeciel proprams of less lmportance) has varied
from & peak of 6.3 million cases ip January 1536 to mbout 3.76 mil-
licn omses at the end of the year. From its 1936 peak in February
to Decezber 1938, the number of reliel cases decreased from nearly
4f million to 3.78 million, & deorease of over l.l =illién omses.
Estimated total empleyment in all industries in the same pericd im-
oreased from 39.4 million perscms to 42.2 million persons, an inorease
of 2.6 million. Thus roughly 2.6 jobs in priwvate industry were pro-
vided for every oase removed from relief rolls. Similar compariscns
gonfirm thia relationehips In gemeral, it has been true that between
two and thres jobe in private industry must be provided to remove ome
onse from the relief rolle.

The faoct that the number of werkers reemployed in industry
ingreasss more than the nusber of oases on relief decreases reguires
further analysis. Basioally there are two reasons which explain the



—4=

failure of reliof to deeline by the same amount that employment in=
oreases. The more important of the reascns is that relief has not
been granted to mll the unemployed. Frobably never more than cne-
half and et times not more than onme=third of the unempleyed have re=
ceived reliefs This means that employers have had two sources of
labor supply from which to choose their new employees. Employers
are more likely to choose the nomrelief unemployed ‘than the relief
unemployed. The reliel rolls are heavily weighted by workers whose
age, oocupation, degree of skill, and color make them less able to
compete for the available joba.

Over T8 percent of the WPA workers are unskilled., About
coe-sixth of ull smployable workers on relisf have never held Jjobs
in privete industry. These inexperienced workere are mostly young
pecple who came into the labor market for the first time during the
depressicn. Thirty percent of all experienced workers on relief are
in the mge group 46 to 54 years. Practically 50 percent of all WEA
workers ln June were 40 years of age or older. Over 70 peroent of
those in the group 45-64 years are manual workers in nonagricultural
ocoupations.

The age distribution of relief workers is extremely im=
portast ic the light of prevalent industrial persconel policies,
Many employers set the age limit for hiring new employees at 40 to
46 years. Such hiring policles are particularly applicable to
manual workers. Thus, & large share of the unemployed om relisf
are oocnomically, if mot physloally, unemploysble. In addition to
the econemic unemployables, the State and loealities are providing
relief to & siteable group, estimated at about one million ocases,
that is unemployable because of personal physical and social handi-
CHPSE .

The other basie reason why relief fails to decline in the
anme amount as employment increases is the fmct that our working popu=
lution is constantly growing. From 1929 to 19838 our total population
inoreased nearly 7 million. Unofficial estimates placs the net addi-
tion to our labor supply at about 500,000 perscons sach year. From
1929 to 1986 this means a net incrsass of 3.5 million new workers
senking joba. GSome competent statistiolans estimate the imorease in
the labor supply from 1529 to 1986 at 4.6 million. It is interesting
to note that the net increase in the number of gainful workers from
1929 to 1938 approximates the number of workers employed on the Works
Frogram. Other factors which exert influence on the comtinued high
level of relief include: increasing produstivity of laber; inoressing
average hours of work per week; drought, floods, and other irregular
natural phenomena.
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Un the other hand, the trend of relief since 1933 corresponds
more closaly with thaet of unemployment than s usually realised. The
sorrespondence between the movement in these serles is especially pro-
oouncad since 1934 when the relief programs began to meet more ade-
gquataly the need for relief. The following chart shows the parallel
movements of unempléyment and relief (imeluding drought cmses) frem
1333 through Deocember L338. If the nusber of drought cases were
exoluded, the number of cases on relief would have besn 69,000 leas
in August, 182,000 less in September, 315,000 less in Ogtober, 347,000
less in November, and 122,000 less in December 1938,
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The mmount of need for relief is influenced by seasonal as
woll as ¢yeliesl factors. Begloning in September and October and
sxtending through February and March the need for relief increases
stoadily, At its peak month the seasonal index of relief is usually
about 26 percent above its low momth. The usual seasonal rise sinos
Uotober last year has been countermoted by the strong cyolical move=
ment upmard in private employment. However, it will require an un-
usual spurt in private employment to prevent relief needs from rising
from December 1936 to March 1937. In evaluating menth-to-month
changes in relief relative to changes in unempley=ent and employment,
it is worth noting that the seasonal fluctustions in relief are far
greater than in the other two series.
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There is little queation that unemployment is the moat
serious problem of the year. The sontinuing nature of its seriocus-
ness needs to be reiterated to countersct the surrent opinien that
the problem will shortly dissppear. In November and Decembsr Approx=-
imately 9 million perscns were unemployed. This figure represents
an increase of about 400,000 from the low of the year (Oetober), a
deorease of 2.6 million from the high in January 1935, and a decrsase
of 6 million from the depression peak in March 1923, Average estl-
mated unemployment for the full year 19358 was over 9.9 million or
about 20 peroent of the estimated amverage labor supply. The Works
Frogram is purrently providing smpleyment to 6 percent of the sstimated
total labor supply and to about 34 percent of the estimated nusmber of
unemployed. It is diffioult to expect a decrease of more tham 25 per-
cent in average unemployment this year. Even if unemployment does
average 26 percent less than in 193§, unemployment will still be
around 7.5 million. If the unemployment sstimates are aoourate with-
in & range of one million either way, it is svident that 1537 will
not see an elimination of unemployment or of the nead for the con-
tinuance of relief. The following chart shows the estimated numbar
of unemployed since 1825,

ESTIMATED UNEMPLOYMENT
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A% the end of December approximately 5,001,000 workers wers
smployed on projects oarried on through the Works Frogram. Of these,
2,188,000 were at work on projsots operated by the Works Progress
Administration. The table below indicates, in thousands, the signifi-
eant changes im smployment on the Works Frogram and on the WPA.

i

« 28,

Deo. 28, Feb. 28, E
1936 1838 1936
Works Frogress Administration 2,188 3,038 2,740
Emsrgency Comservation Work &6 455 bl9
Other Works Frogram 457 255 262
Total Works Program 3,001 5,860 3,511

From the end of 1835 to the end of 1938 total empl oyment on
the Works Frogra=m decreased by 510,000 workers or 15 peroent. Ex-
oluding workers employed beoause of thae drought, the deorense was
557,000 or 168 perosnt. From the peak in February 1928 to December
last year total Works Frogram employment dearesssd by 848,000 workers
a8 a result of a deorease of 848,000 on the WPA, 63,000 employees om
the ECW, and an inorease of 82,000 workers on projeots of all other
agencies. WPA employment in December was lowsr than it had been at
ny time during the year. Included in the 2,188,000 workers in
Deassbor were 58,000 certified drought cmmes. At the peak of drought
employment im October more than 324,000 drought cases were employed
om ths WPA. Since Cotober the number has been gradunlly redused
threugh the transfer of many drought cases to the Resottle=ent Adminis-
tration.

Employment

Estimates of total employment in all industries in 1938

showed & remarikable degres of recovery. Exoluding worksrs employed

on work relief projects, total employment at the end of 1938 is esti-
=ated to have aggregated about 42,2 million, This represents an in-
orease of 2.2 million over the figure reported for December 1935 and

of 7.6 millicn ever the figure for the low month of the depression in
March 1833, If workers on relief projects wore counted as smployed
and added to the above figures for regular smployment, the total number
of workers recelving income frem their labor in Decesber 1836 about
equalled that in the early momths of 1928. It is well 4o note, howsver,
that our total population has inoreased at least 7 million sinee 1529.

The Bureau of -Labor Statistios, the source of most of the
statistics e employment, recently released itas revised monthly series
of faotory employment and payrolls for the pericd sinoe 1028, The re-
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vislons adjust the current reports to agree with the results of the
1955 Census of Manufsctures and are of ohief signifiocance for the
period simoe 18351, The revisicns result inm raising the average level
of fmotory employment by 4 percent and the average level of faotory
payrolls by 3 peroent above those heretofore reported for 193%. The
follewlng chart shows the revised indexes of factory employment and
payrolle from 1928 through 1938.

FACTORY EMPLOYMENT AND PAYROLLS
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Un the revised basis, factory employment in December oom=
tinued for the twelfth month the consscutive advances that 1t has re-
sorded since the beginning of 1538. The increase was contra-seascnal
sinoe & deoresse is usually experienced at this time of year. At 98.1
the index was 11 peroent above that in Doocember 1935 and 569 percemt
above March 1933. Um & monthly average basis 1336 factory employment
was greater than that in any year of the depression and slightly ex-
agssded that of 1830. .

The largest galns during the year were recorded in those
industries produsing durable goods. At 92.7 percemt of its 1523-25
base, the durable goods employment index was 15.9 peroent higher than
& yoar earlier and was the highest sinoe April 1530. Employment in
non=durable goods industries during 1936 comtinued to resecrd sub-
stantinl, mlthough less spectacular advances than thoss of the durable
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goods index. At 104.0 in Decsmber 1936 the index was 7 perscent above
that in the same month a year earlier.and exeept for September and
Ootober, it was higher than at any time sinoe the fall of 1828. In
the full year 1558, nop-durable goods employment averaged above that
for any year on regord exoept 1929 and it was within 6 peroent of the
1920 averags. The chart below indieates the proportion durable and
non-durable goods ipdustries contributed to the combined index of
factory employment from 1928 through 1856. The wide fluctuations in
the durable goods index during the depression stands in sharp contrast
to the relative stability of the non-durable goods index. This diver-
genoe is of significant importance to syoliocal waristicns in need for
rellief.
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The index of weekly payrolls in menufmcturing om the revised
basis, reached §6.8 in December 1936; the index of payrolls in the
division produsing durable goods reached 94.0 and in the divisiom pro-
dusing non-durable goods 87.6. The gain over the year pericd sinoe
Deoesber 1936 amounted to 23 peroent for all payrolls, 32 peroent for
payrolls in the durable goods group, mnod 14 peroent in the noo-durable
goods group. Without regard to variations in the scst of living,
weskly payrolls at the end of 1936 were on an spproximate squality
with those in May 1530. Inoreases in wages and year-end bonuses were
unusually large in November and December 1938, largely dus to the in-
fluenoe of the Federal tax on undistributed corporate profits but
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sonditioned by the high level of business profits mnd the threatening
balligerency of organired labor.

The length of the work week has important bearing upenm labor
income and upon the wolume of unemployment. In December, average
hours of work per week in manufmcturing, moscrding to the Bureau of
labor Statistios, were 41.3, an inomsase of 2.8 houre from December
1986, Binoe the low of 33.3 in Geptember 1934, averages hours have
tended gradually Gpward although they are still well below their lewel
of 1929, The inorease from ths low point to the end of 1936 was 24
percent. It ia obvlous that an inorease in hours of work per weelk
aots as & restricotion oo the immediate rate of resmployment of the
unemploysd and hence on the decreass in need for relief. The truth
of this statement does not depend upon any partioular view as to the

optimum length of the work wealk.

Average wages per hour in manufacturing at the end of 1836
wore 59.4 cemts, an increase of 2.2 cents over those in December a
yoar earlier, and of 17.8 cents over those in the depression low
month, Juns 1933, Average weskly earnings in Decezber were §2.57
above December 19235. Gince the depression low in March 1933, average
weokly earnings have olimbed $9.25 or 69 percent. In comparison the
sost of living inoreased 20 peroent since its depression low point.
The chart below shows average weekly hours and average weekly earnings
in mapufacturing from 1932 through 1936.
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Produstion

During the depression, the peaks of industrial production
attained in 1929 appeared to be almost impossible of reattainment.
[uring 1936, those peaks were approximated with startling repidity,
withal the upward movement maintained charmoteristios of unusual
stability. Sinoe the low point of the depression inm March 1935,
industrial recovery prooseded erratioally until the fall of 1934.
Sinoe that tims, and partisularly sinmes the sumser of 19855, the up-
ward movement almost steadily gained momentum. At the emd of 1835,
industrial production, as measured by the adjusted index of the
Federal Reserve Hoard, was 2 points above its 1520 average and with-
in 4 points of ita 152§ peak. From the year's low of 93 in March,
the index moved up steadily to 121 in December. At 121 the index
was 20 peroent above December 1835, and even 17 peroent above December
1528, In the full year 1836 industrial produstion avermged 106,
above ite 1925-26 base period for the first year sinee 1925. A
oomparison of produstion for selested periods indioates the emphatio
nature of the resovery through 1856.

1836 les  lem e

Deasmber 121 101 L] 103
Hovember 114 PG 76 110
Average for the year 106 20 T8 119

The movement of imdustrial produvoticn towards prosperity
levels {s evident in the chart below which shows the monthly index
of producticn, both adjusted and unadjusted, since 1928,
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The cutstanding schievement in 1856 wms the broadening and
advancing of the recovery movement into many diverse lines of produs-
tion, heretofore emly slightly touched. This wms partioularly true
of the producticn of durable goods, particularly ompital goods of a
heavy nature. One indicator of such expansion is the performance of
the stesl industry whose products are basic to mearly all other heavy
industries. ©Steel inget production in 1836 totaled 46.9 million tons
and coperations during the year were at the average rate of &9 perosnt
of oapacity. In the last 3 months of the year operations ranged from
77 to 76 percent of theoretioal capacity, higher even than im the
olosing months of 1920, This expansion of steel production is most
significant when it is realized that in 1936 productiom averaged only
48 peroent of ocapacity, inm 1932 only 20 percent of capacity. BSinoce
eutomobiles accounted for only 21 percent of total owtput in 1836,
it is evident that the malntepsnce of the high level of steel cutput
was largely a reflection of a wide range of demand,-=-from builders,
from railroads, from farm implement makers, from machinery manufme=
turers, and from numercus other buyers.

Eteel ingot production in 1936 was greater than for all
previous years except 1828 and 1929 and nearly one-fifth greater than
ic 1930, Although price inoreases, effective Jamuary 1, 1937, and
fear of labor troubles undoubtedly impelled some anticipatory buying
of steel, even with this feotor discounted, the excepticoal stability
of production at 70 to &0 percent of oapmoity is a strong indiecation
of fast returning prosperity levels of heavy goods produsticm. Instead
of the tremendous glut of steel making oapmoity which appeared to
exist in 1933, the mills are now proceeding with huge expansion pro-
grams. U. 5. Stosl i spending $60 million for new plants and equip-
ment, Other steel comcerns are also expanding.

(ther heavy industries to record marked gains in 1836 ln=
elude cement, up 46 peroent over 1836; new freight car orders, up
£26 percent; lumber up 26 percent; and machine tools up 58 percemt.
Cther capltal goods ms well as heavy consumers' goods imeluding furni-
ture, glass, mutomcbiles,. household equipment, and numercus others,
likewise made marked gains in 1836.

The disoussion mbove points to the unusual gains recorded
by some of the capital and other durable goods industries last year.
In understanding thess compariscns it sust be remembered that these
products declined in the depression more severely and just as rapldly
as some of them have recovered. The characteristle ability to defer
demand for such products makes possible wide syelieal fluotuations
in durable goods production. Nom=-durable goods industries declined
iass severely in the depreseion and relative to 1929 are further
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recovered than the durable goods group. The relatively impermanent
and in some cases mecessitous mature of mon=durable goods, as well
as the fact that they are largely oonsumers' goods, has caused them
to flustuate less radieally during the oyolieal movement. During
1836, however, non-durable goods preduction continued its steady
advance and averaged nearly 8 percent above 1835. In faot, output
of lighter products in 1538 exceeded that for amy year on record
exoept 1927, 1628, and 1828. Durable goods productiom although ine
oreasing about 30 percent from 1936 to 1936 was stlill 18 percent
below ite average in 1528. The followlng chart shows the propor=
tion durable and non=durable produsts contributed to the manufmo=-
turing production index from 1928 through 1938, The better balence
existing between the ocutput of durable and non-durable goods in the
latter months of 1936 is one of the most favorable aspects of the
industrial situstion.

INDEX OF MANUFACTURING PRODUCTION

ADARTID FOR SLASODMHAL VARIATION

Automobile producticn in 1836 aggregated 4.45 million units,
an iporesse of 606,000 units or 13 percent over 19356 and 2.6 million
units over 1833. Last year's production exceeded that for any year
sinoe 1929, In 1929 6.4 million unites were produced but a siteable
pumber of those were not sold and were carried over imto 15350. 1938
olosed with demand for autemobiles strong and all indioaticms pointing
townrds & higher output for 1987. Comsidering the average age of oars
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on the road, the backlog of demand which mcoumilated during the de=
pression, and the level of per capita cwnership of oars, it seems
likely that automobile production is still far from the saturation
point. Produstionm last year, and sohedules for this year reflect m
strong inorease of demand for ocars in the higher and middle price
classes.

Textile production in 19356 was cutstanding in 1ts contri-
bution toward higher levels of manufwcturing production. Domestio
cotton consumption exceeded that for any year on record. In December,
mill motivity wms at 134.6 percent of capacity, much greater than in
the peak month of 1528 and higher than in the boom month preceding
the adoption of NRA in 1935, Inoreasing prices and heavy basklogs
of orders seem ocertain to maintain the current high lewvel of ocutput
for several months. HRayon production in 1936 was exceptionally good,
axoseding that in 1828. Wool produstion, although below 1635, was
at an unusually high level. S5ilk activity, however, in 1936 was
etill at & relatively low level., Ghoe production set m new all time
record of 406 million pairs, sxceeding by 28 peroent the ocuwtput in
1020.

One of the outstanding contributions to eocmomie recovery
in 1536 was made by the comstruction imdustry. Fellowing a oyole of
somewhat longer pariod than that evident in other serles of business
notivity, comstruotion wolume was already on the down grade im 15289,
Some muthorities, on the basls of past events which may or may not be
used as an indioation of the futurs, olaim that bullding metivity
follows & 16 to 17 year cycle. Residential construection wolume, mea-
sured by the F. W. Dodge reports of contracts swarded in 37 Eastern
States, reached its low in 1935 and 1934. In emch of those years
contracts wers walued at coly $249 million, or less than 9 percent
of the walue in the peak year 1928. In 19556 contracts awarded reached
& valus of $470 millien. In 1958 the valus of residentisl building
amcunted to $802 million, an amount which agrees well with ocur fore-
cast made at this time last year. The percentage inoresse from 1836
to 1936 was 67 percent.

CUne of the strongest reasons for predioting further imoreases
in total industrial production im 1937 rests on the faot that resi-
dential building even at the 1838 level was only 42 percent of that
in 1928, and only 29 peroent of that im 1928. For all ccamstructicn,
the gain from 1556 to 1938 was 45 percemt but 1036 was still cnly 46
perosnt of 1929, Basle factors of rising rents, inoreasing naticmal
inoome, iporeasing business ccnfidence, expanding population, rising
marriage rate, availability of superfluocus supplies of oredit, and
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unususlly low interest rates, contributed to the marked improvement
recorded in construotion in 1956 and willl contioue to contribute to
the izprovement almost certain to eventuate in 1937. The chart be-
low shows the aggregates of construotion wolume by types of construc-
tion and by years from 1928 through 1536.

i i

Retail trade in 1938, under the continued stimull of
govermmental expenditures for relief and expanding mational income
as wall as under the irregular but powerful stimuli of the veterans'
bonus payment and the unusually large dividend disbursements and
wage bonuses, olimbed sharply upward. Total sales are estimated to
have been approximately §37.5 billion, a gain of about 16 percent
over 1836 and 50 percent over 1933 but still Z4 peroent less than
the total sales in 1926, The largest percentage inoreases over the
year period ocourred in sales of durable and luxury or semi-luxury
gocds. The estimated sales gains ranged from 40 percent in lumber
and tuilding materimls, to 35 percent in furniture, to 50 percent in
heating and plumbing, down to B peroent inm grocerles and meabs.
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Indexes of retall trade by type of outlet in 1936 indiocate
that the largest gain coourred in sales of rural retall storss. At
its December level of 131 percent of its 1920-31 base, the adjusted
index of rural sales was 19 peroent above its level of December 1536
and with the exseption of March 1529 it wms the highest for any month
on record. The Federal Reserve Board's adjusted index of department
store sales, which in its general movement corresponds roughly to
changes in national income, reached 92 in Deoember 1936, a slight
deorease from its level of the preceding momth, but 11 percent above
its Decesber 1935 level. Variety store sales at the end of 1838 were
10 peroent greater than at the end of 1985. In evaluating these
series relating to sales, it must be noted that they are in terms of
dollar volume. No completely adequate measure of the changes in the
prices of goode at retall is avallable. An idea of the price change
from 1929 to 1938 may be obtained from the changes in the Fairchild
index of retail prices. On Januvary 2, 1957 this index was 23 percent
below November 1929. The chart below shows the monthly changes in
snles through three types of retall cutlets from 1928 through 1838.

INDEXES OF RETAIL TRADE

ADJUSTID FOR SLABOMAL WARLATION "m.
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Forelgn trade in 19356 inoreased substantially from ite
level of 1956. Aggressive prosecution of reoclprooal trade treaties
by the United States in combination with improving world econcmie
conditions was chiefly responsible for the advanoe last year. The
greatest advance in 1536 ococourred in imports, their total walue of
$2.4 blllion, exceeding by 18 percent their value in 1936. Exports
wore valued at $2.6 billion in 19386, an inorease of 7 percent.
Although 7 of the twelve months showed net import balances, the
year as a whole ended with an export balmnce of $34 million, the
smallest export balance since 1885. In spite of the faot that
total foreign trade in 1936 exoeeded that for any year sinoe 1550
it was still little more than half its value in 1528. Continued
efforts toward more normal foreign trade relationships provide
an opportunity for substantial improvement in domestie produstion
and smployment in 1937. The chart below shows the walue of foreign
trade by years from 1929 through 1936.

VALUE OF FOREIGN TRADE
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Agriculture

Farm oash inoome 4n 1936 ia estimated to have mggregated
$7.9 billion, an ivoreass of $776 millicn over 1935, and §3.5 billien
over 1532. Government benefit payments of $287 milliom in 1936, and
$583 milliom in 1935, are included in the above amcunts. The gain
from 1986 to 1936 represented 11 percent and was, in general, dus
to the higher level of farm prices sinoe the physieal volume of out-
put last year was cnly about 3 peroent larger than the year before.
Crop production was 8 percent smaller than last year but it was
more than counter-balanced by an inorease of 8 percent in livestook
and livestock produsts. Corm produsticn in 1536 was 1,624 million
bushels, except for 1934, the smallest crop sines 1B81. Wheat
production was 626 million bushels, only slightly changed from that
in 1936 but it was the fourth successive year of small wheat orops
and it was 27 percent below the 1928-32 average. The supply ef all
feed grains is about 77 million toms, 11 percent larger than in the
drought year 1934 but 32 peroent smaller than the § year average
(1928-32). The cotton orop was estimated by the Crop Reperting
Board December 1, 1935 at 12.4 million bales, an inerease of 1.77
million bales over 1935 but a decrease of Z.26 million bales from the
1928=32 average.

The outloock for 1937 is for a large inoreass in wheat pro-
dustion and a deocline in wheat prices; a probable inorease in the
gotton orop; an imerease in the produoticm of truck erops, probably
with prices holding at their 1536 levels; an inorease in the moreage
planted to feed grains with continued high prices; emall hog produoc=
tien apd high prices; smaller cattle slaughter and higher prices.
Farm cash inoome will probably imorease substantially, probably 8
to 8 peroant.

Prices

During mest of 1938 prioes remained relatively steady but
tending slightly upward. The closing weeks of the year, however,
saw the beginning of movement toward substantislly higher prices at
wholesale, at retail and of the cost of living, Wholesale prices,
during the week snded January 2, 1937 moasured by the Bureau of
Llabor Statistics' index of TB4 commodities, reached B4.7 peroent of
thelr 1926 base. At this level, the index was 2 percent higher than
in the sams weak one momth earlier, 4.7 peroent higher than in the
same week one year earlier, and 8.5 peroemt above its 1838 low point
in May. Obsoursd by the rise inm the all commodities index, were
insreases of 14 percent in farm products, 4.8 percent in industrial
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produsts, and 0.5 percent inorease in food producsts over the year
poriod, The greatest peroentage adwvanoe coourred im the prices of
raw materials, up 10.2 peroent; semi-mamufaoctured goods prices in-
ereased 9.4 peroent; and finished products were up 0.8 perecent from
the end of 1836 to the end of 1938. GSinoe the low point in 1933 the
8ll ocommodities imdex has inoreased 40.8 peroent but at the end of
1986, it was still 11.6 peroent below its average level in 18E9.
The ohart below shows the movement of the sombined index of whole-
sales prices and its principal compenents from 1528 through 1936.
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The drought eombined with expanding consumer purchasing
power was of prime importance inm ralsing the level of farm prices
to their recent highs. The extent of the rise may be clearly seen
in the comparison of the prices of a few commodities (spot, Hew
York) over the pericd from January 1936 to January 19357,
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January 25, January 26,

1837 1956
Wheat, No 2, red, per bushel § 147 $ 1.176
Oats, No. 2, white, per bushel -6326 +A37E
Corn, No. 2, ysllow, per bushel 1.266 «B38TE
Cotton, middling, upland, per pound 1287 «1196

Other basle material prices inoreased rapidly at the end of
1928 and were tending up further. The summary below indicates the
pature of soms of these price changes. (New York spot prioces)

January 15, January 16,
1937

10838
Copper, per pound § .13 § .o092B
Stesl Sorap, per ton 18.17 13.42
Lead, per pound «08 +045
Rubber, per pound «22 +14576

A oontinuance of the advance in prices at the rate recemtly
exhibited is certain to jeopardize the development of a stable pros-
perity. However, it is well to note that a pericd of rapidly rising
prices has mearly always coourred in the past at that polnt in the
emergonce {rom & depression where stooks of goods ohangs from a ocmdi-
tion of plenty to cpe of soaroliy.

The cosf of living in 1936 remained relatively stable until
June. Begimning in Juns the index advanced slowly to the end of the
yoar. At B8.1 percent of its 1928 base, the index of the ocost of
living in December was 3.6 percent above ite level in December 1936
and 20 persent above its depression low in April 1933. The inorease
over .the ysar periocd was chiefly dus to an advanse of 1l percent in
rents and of 1 peroent in feod costs, Clothing costs declined
slightly in the year and other items remained substantially unchanged.
The oombined index in spite of the recent advanoss was still 14 per-
sent below ite 1929 average. The recent rise in the prioces of
sensitive commodities and of commodities at wholesale, as well as the
full effect of the drought are yet to be completely reflscted in the
ocet of living. The ohart on the next page shows the changes in the
combined index of the cost of living and in its major ccmponents
from 1928 through 1936.
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Finanoe

The volume of new corporate seourity issues in 1938 provide
further evidence of the revival of business metivity and confidence.
Total new issues, exoluding investment trusts, mmounted to $4.6 bil-
lion last year, an amount more than double that in 1956 and mors than
twelve times that in 1558, Compared with the issuance of §7.8 billion
in 1829, finamoing last year was still in a seriocusly depressed ocndi-
tion. More important than the iporeass in total security lssues, in-
oluding refunding issues, was the larger flotatien of securities for
oew capital purposes. Although issuss for new capltal purposes aggre-
gated only $1.3 billion in 1936, or cnly about ome-fifth of the amount
issued in 1928, they were three times greater than in 1936 and elght
times greater than in 1533 and 19834, As it returns to & more normal
volume, corporate financing for new capital purposes may be expected
to provide s substantisl boost to higher levels of industrial aetivity.
Returning business confidence, rising prices, expanding consumer pur=
chasing powsr, and continuing low interest rates ocombined with a
plethora of investment funds, as well as the development of new tech-
niques of production and the mooumulated cbsolescesnce of present equip-
ment, all point toward a much larger volume of new capital lssues. It
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is slgnifioant in Judglng future trends of business aotivity that the
ourrent high level of production was obtained with so little support
from the new oapital markets. The ohart below showe the wolume of
corporate seourlty lssues from 1925 through 1936.

5 CORPORATE SECURITY ISSUES

EACLUSIVE OF INWESTMENT TRUSTS !
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The larger volume of produstion and distribution, rising
prices in most lines, and widening profit margins contributed to an
unususlly rapid rise in corporate profite in 1938. According to a
compilation preparsd by the Federal Reserve Bank of New York, net
profite of 427 corporations averaged 48 peroent higher in the first
pine mpnthe of 1936 than in the same period of 1926, Statistios of
the Fourth Quarter profits are not yet available but they will um-
doubtedly show a continuance of this rate of profit gains. The
oompllation above inoludes 144 olass I railroads and 64 publie
utilities, as wall as Z29 industrial and mercantile concerms. If
railroads and utilities are exeluded, the gain in 1938 was much
greater than 48 percent.

Hefleoting larger corporate sarnings and the influsnoe of
the tax oo undistributed ccrporate sarnings, cmsh dividend declara-
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tions in 1936 exceeded $4.1 billion, an inorease of noarly §1.2
billien or 40 percent over 1935. Nearly §1.5 billion of the 1836
total was declared in the last two months of the year.

Credit resources in 1956 were far in excess of the need
for them. Reserves held by member banks of the Federal Reserve Sys-
tem sxoesded required reserves by more than §3 billiom at the begioning
of the year. Effective August 15, the Board of Govermors of the
Federal Reserve System raised the legal requirememts 60 percent, re-
sulting in a deoreass of excess reserves to about §1.9 billion, an
amount still far greater than the potemtialities of legitimate needs
for oredit would warrant. At the end of 1838 excess reserves were
st111 olose to $2 billion. On Janmuary 30, 1937 the Board of Governors,
to forestall the possible development of inflation, ordered a further
rise of 33 1/8 percent in resesrve requirements. One-half of this
inoreass is to become effective March 1 and the rest May l. When the
order has beoome effective, member bank ressrves in sxoese of legal
requirements will atill be about $500 million, an mmount large emcugh
for any probable nesds of legitimate business for bank eredit.

Qutlook for 1887

General eccnomie recovery has prooceeded, from the low point
of the depression in March 1953 to the end of 1838, for m period of
46 menths. Sinoe the summer of 1536 the stability and the rapidity
of the upward movement have been phencmenal. GSinoe 1866 the awerage
length of 20 expansion movements has been about 26 months. The
longest previcus sdvance wes 36 monthe. Judging by historical amalogy
it would mppear that to predict that 1937 will continue the upward
movemsnt of 1956 is foolhardy. This historieal judpment is glven
added weight by the recent development of several unfavorable oondi-
tione. The sharp and rapid priece rises, the employer-smployee oon-
flicts, the drought of lest summer, and the floods of this winter, all
are factors which might unfavorably influence the eocnomio situation
and make predictions of m occmtimued upward rise inm 1937 hazardous.

On the other hand, there are many favorable faotors which
in spite of floods, droughts, industrial oonfliot, and rapld price
inoresases point towards the oomtinued expansion of eccmomie sotivity
this year. The sheer momentus of expansicn has reached the point
where it tends to becoms ousulative. The indirect and direct effects
of the expenditure of over $10 billion for relief during the past k1)
yoars, the effeots of the payment of the scldiers’ bonus last summer
and the dietribution of wage bonuses and extra dividends this fall,



will continue to stimulate socmomic expansion. Further, large relief
and other povernmental expenditures will sontinue to stisulate business
motivity in 1037,

The shortage of durable and capitsl goods mosusulated during
the depression, the relatively low level of foreign trade and of new
gorporate security flotations for new capital purposss, and the low
level of residential and cther ccnstruction motiwvity, all indicate
potentisl powsr of substantial improvement. In addition, eredit
supplies are more than adequate and imterest rates wre unusually low,
factors of particular importance to the sxpansion of caplital goods
industrises.

The predicticn of = contimusd upward movemsnt of general
eoonomio motivity inm 1987 ia derived from studies of the probable
oourse of particular lines of motivity. Industrial produstion im
1857, chiefly through the influsnoe of mutomobdles, steel, buillding,
rallroad equipment, electrieal equipment, mnd other heavy goods indus-
trisa, is expectsd toc average 10 to 16 percent higher than im 1838.
The index of industriaml producticn of the Federal Reserve Board should
average close to its 1529 level. Hesidential building constructiom,
on the basis of F. W. Dodge reports of contracts awarded in 37 Hastern
States, will probably inoreass from ite $502 millien of 1936 to 1.2
billien or $l.4 billien in 1937. Automcblle production, if strikes
do not interferes too seriously, will probably imoresss 10 peroent to
about 6 milliom unite. Purchase of rallroad fredght oars will prob-
ably amount to about 80,000 cars, an inoreases to 60 percent over 1536
purchases. GStesl prnduutini may be expected to looremse 15 to 1B por=-
cent in 1837 with mills operating at an average rate of arcund 80 per-
cent of sapacity. The volume of retail trade may inorease 8 to 10
parcent. Wholesale prices will probably imcresse 6 to T parcent.
Total employment im 1937 ghould inaresse substantially, possibly 6 te
8 peroent. Unemployment is expected to decrease correspondingly and
to average oclose te 7.5 millicn for the full year.




The recovery movemsnt 18 now assured and requires no further positive

atimlation by govermment. The problem now 18 to maintain the orderly
charaeter of the movement thet prevailed throughout 1934-38, This problem
threatens t0 be as difficult of solution as any we have faced., The danger
spots are st11l localized end it would be most undesirable for the mopetary
authoritiss to adopt drestic messures, which,if successful, would result
in keeping 9,000,000 unemployed, What is meeded i1s a further incressa in
production and employment, while at the same time preventing inflotionary
developments from gathering hesdwey im partioulsar industries. Thimr object-
ive cen be achieved only by the proper use and coordination of all the
major activitles of the Govermment affecting business conditions, Unless
this 18 dome there is grave danger that the recovery movement will get out
of hapd, axcessive rises in prices encoursging inventory speculastion will
ooour, excessive growth in profits and m boom in the stock merket will
arise, and the cost of living will mount rapidly. If such conditions are
permittod to devolop amother drastic slump will be inavitable within
three or four yeara, if not before,
Source of the Dunger

Why the situstion is mors dangerous thun that confromting us in any
past revival is attributable to the enormous backlog of demand for the
production of duratle goods mocumuleted in the past meven years. At the
present time capital fmcilities in many important lines and skilled labor
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in others will be deficient to handle the production of dureble goods
necessary to meet normal growth requirements plus accumulated defficiencies.
Steel and mechine tool industries are alreedy working at capmeity and
this is true of some other lines, It is estimated that the smount of
housing that will be necessary each year in the next five years would
require an anmal emount of building three times in excess of the building
in 1936, In many fields, on the other hand, the available supply of
lebor and plant facilities is sufficient to handle a greatly incressed
volume of production. The grave denger is thet strategically situsted
industries and skilled trades will capitalize on the scamrcity factor to
gecure excessive wage and price advantages. There is already abundant
evidence that this is happening. This means redistribution of real
income at the expense of Egri_uult-uru, unorganized workers and fixed
income groups.

L=} | L]

From 1934 to October 1936 industriel prices exhibited Ia.h.‘l.gh degree
of stability. From last October to the present date, however, a broad
upward movement has oceurred, being particulerly marked in certain
important fielde such as iron and steel, mon-ferrous metals and building
materials, These movements are i1llustrated inm the accompanying charts,
Further substantial advances in non-ferrous metals have occurred within
the past few days., Current advances in the prices of raw and semi-
mapufactured goods may be expected to reflect themselves in later advances

in finished goods and the cost of living.
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Eactors Entering into Price Advances

Broadly speaking, recent price advances are partly a reflection
of inecreased raw materisl end labor costs and partly areflection of
unwarrented price mark-ups in highly organized indmtriu;

[8) Rew materiel costs, There appears to be little resson to
axpact a further advance in the price of sgricultural goods entering
into industrisl production, given more normsl weather conditions, At
the present price level egriculture will get satisfactory returns
through an inereased wvolume of production. There is a serious danger
of further advances in the prices of those raw materiazls controlled by
monopolistically-orgenized groups, both domestic and intermstional.

(b) Labor costs, So lomg as an incresse in hourly earnings or a

shorter work week is offset by incressed hourly output, labor costs
per unit of output need mot rise, When, however, wage rates rise more
rapidly then productivity, umlit costs advance, The recent broad move=-
ment in the direction of inecreased pay for uhortéz' hours has outdistanced
inereases in labor productivity, with the result that oosts have risen.
A striking example of this point is the recent agreement in New York
whereby plesterers are to receive $2,00 an hour for & six-hour day, with
double pay for overtime, This amounts to $20.00 for an eight-hour day.
le) Sellers' market, Monopolistically-organized industries are
being able to capitalize on the insistent demand for their products by
advencing prices out of all relstion to the advance in costs, This is
notably true in the case of copper and steel. Thus, in the fourth guarter
of 1936 the United States Steel Corporation, after giving effect to a tem



percent advance in wages for half the quarter, and without bemefit of

any price advance for products sold in this period, earnmed $21.7 million
as contrasted with §13.7 million in the preceding quarter end $6,% million
in the fourth quarter of 1935, Despite this showing, prices were advanced
some 6 percent effective Jamuery lst. In connection with the recent
labor sgreement in steel they were advanced still further. According to
Mr, Lubin®s preliminary estimate, the recent wege asdvence in steel will
add only 4 percent to the cost per unit Whereas prices were advanced

12 percent. Anmual gross income will increase some $450 million while

the wage bill will increase only $125 million.

There appears to be no justification, from the point of view of costs,
for a further rise, or indeed for the recent rise, in the price of non-
ferrous metals, The leading copper companies were making satisfactory
earnings on nine cent copper. The price has now gome to 16} cents.

The Necessity for Govermmental Jl.ut;un

In view of the absolute necessity of maintaining the orderly charscter
of the upward movement, of keepinz down the cost of living and of ensuring
a well-balenced distribution of income between all workers, agriculture,
and property owners, it is imperative that govermment pley a positive role
in preventing excessive price advances, accompanied by speculative inventory
buylng, and excessive increeses in profits, which would make for imflation
in the stock market. If profite soar, stock prices will also soar regard-
less of incressed margin requirements, This in turn would depress bomds
and raise interest rates for farmers and home builders and impair the

savings: of depositors and policy holders.
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¥hat Can Be Dops

There i& mo single instrument available to cope with the situation.
What is required 1s that the Administration should let it be kmown that
it does not propose to n].law the prospects for stability to be jeopardized
by exceasive and unjustifiable price advances, excessive profits and
unressonsble lebor demands, and that it will use all the powers of govern-
ment now availsble to it and will request additional powers,if needed, %o
control this unheelthy development.

(e) Labor costs, It should be recognized that the recent shorten-
ing of the standard work week accompanied by increased hourly wage rates
in important sectors of industry has resulted in increased labor costs
per unit of output and has contributed to the rise in prices, thus penal-
izing sgricultural and other workers. The establishment of a standard
work week by act of Congrese substantially shorter than the present work
week would unquestionably tend to raise labor costs and prices, If over-
time were not permitted shortages of labor in various ‘skilled lines would
be intensified, If overtime were permitted labor costs would be further
raised, It is suggested, therefors, that shorter hour legisletion be
studied with a view to its effect on prices and shorteges. Rigidity in
application should be avoided. Consideration might be given to a maximum
work week of forty-eight hours with an average over a year of forty houra.
Special care should be teken to avold rigldity in the case of highly
seasonal industries.

The Govermment can exert its influence in the direction urrlwid!.na
labor shortages and excessive labor costs in other ways. Throughout much
of industry individusl concerns are undertaking the training o unskilled
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workers, It ie in building, however, where the most seriocus shortages

threaten. If we are to secure the volume of building we must l:;mru'tu
; ;ﬁid an acute shortage in housing with the resulting e:unq:rglr high
rents, 1t is imperative that the mumber of skilled carpenters, electricians,
masons, plumbers, ete., be increased. The Govermment could help -

a, by instituting technical training on a broad scale in the CCC camps,

b. by tapering off all public work regquiring skilled labor and
materiels that can be postponed,

¢. by exerting pressure on other public bodies to do the seme, and
d. by attempting to induce the skilled building trades unions to
relax apprenticeship and membership requirements.

(b) Price sdwances resulting from a sellers' market, While the
Govermment's power to fix prices is marrowly restricted it has various

‘means at 1ts disposal to restrain excessive price advances, Thus some
business men will be deterred from advancing prices by the threat of 1
tariff reductions, In connection with reducing tariff rates in trade
treatles, which are gemeralized through the most favored mation clause,
the President has wide discretionary power in effecting tariff reductiocns,
Other price advances could be deterred by the threat of the unfavoreble
publicity attendant upon Department of Justice, Federal Trade Commission
and Congressional investigations. The possibility of limiting the export
of iron end steel and copper products for armament purposes might be
axploz-ad, If the action and threats here mentioned should prove inade-
quate, consideration should be given to mew legislation desigmed to cope

more effectively with monopoly price policies,
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These various suggestions are designed to cope with individual
situstions at particular times. It is believed that by and large there
ie sufficient eapacity and sufficient slack in the labor market to
permit & g;antlr uumud.pmdunﬂun of goods with little edvonce in
prices, The danger now is that excessive price advances im certsin
besie lines such as copper and steel may generate a rise all along the
line. Should & general upward price movement get under way considers-
tion should be given to m rise inm the forelgn exchange walue of the
dollar, tariff reductions, and inereased income texes on the $5,000-
$50,000 brackets, As a final resort, a restrictive monetery policy
could be imposed,

Immediate Stepe,

It would be very helpful if, through the medium of & press confer-
ence or a speech, motice could be served on industrislists that the
Administration 4id mot approve of the extent of recemt price advances
. &and proposed to study the development with a view to seeing what might
be done to prevent unjustifiable price advances. Having done this the
next step might be the establishment of a fact-finding and policy-
making committee, which would investigate price advances in important
fields and would make appropriate recommendations,
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This gpet-up doee not interfere with the operationm
of the National Labor Relations Board.

It setes up a Labor Relations Coordinator with the
machanism to eall a halt supported by public opiniom
to atrikes or lockouts untdl an investigation of reason-
able labor standards has been mads,

It glves essentislly the National Association of
Mapufacturera' recent plan in a form that would be
acceptable to labor.

It gives the essentials of the Richberg plem to
"use the pressure of public opinion" in the settlement
of differsnceas.

It does not place the Government in the positionm
of autoeratic dictator of labor and industry organiza-
tions.

The addition of thie plan to our original proposed
law makes a better general Act because it provides three
Coordinators, one for industry, ome for agriculture, and
*one for labor,

Finally, it restores the successful part of the NRA,
namely, the cooperative effort under the President's
Reemployment Agreement to adjust hours and wages.

The legal power to withdraw the privilege of use of
the Board Insignia will be derived from reglstersd copy-
ﬂﬂt law,
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COORDINATOR FOR INDUSTRIAL COOPERATION

ToWER BUILDING 147H AND K STS. N. W.
WASHINGTON, D, C,

March 25- 1937.

Honorable Franklin D. Roosevelt,
The White House.

My dear Mr. Preaident:

You will recall my several refersnces to a subject which I
regard as being of first importance in America —- the establishment
of a National Economic Board to deal with the establishment of
stabilization as betwesn agriculture and industry and supzorted hy
voluntary councils of industry and smgriculture, which will act ta
the Board in an advisory capacity.

Perhaps one of the greant and important fmctors in comnection
with this plan is that it will establish the instrumentality by
which industry and sgriculture can be brought together for the dis-
cussion of their respective problems, and thus make it possible for
them to understand the inescapeble community of interests between
thes.

The present situation in industry, it seems to me, makes the
time appropriate for the consummation of the plan for a National
Economic Board. The Board would not only consider the problems set
forth in the foregoing, but would likewise have the suthority to
educate, mediate and compose differences arising in industry, prior
to the use of strikes, lock-outs and similar measures by erployees
and employers. This objective, I believe, is in entire harmony and
should be mssociated with an Economic Board which deals with the whole
aspect of our econonic 1life. Obviously, strikes and lock-outa and
other forms of stoppage in business directly affects our economic 1ife.

With the foregoing in mind, I have prepared s bill, It is un-
known to the public and I am subsitting it to you for your consider-
ation, belleving very genuinely that this iz the answer to our present
industrial problems, for this plan establishes m foundation by which
we may intelligently discuss, formulnte and apply a sound, well-
balanced economic policy in America,

You have given this matter your sympathetic consideration in
the past when I discussed it with you. My judgment is that a plan
such as this will be welcomed by both mgriculture and industry, be-*
cause I hove talked with leaders of both groups. The Board's broad



industrial powers, looking to the composing of the objectives of
agriculture and industry will off-set any substantial eriticism to
the other phase of the bill, which purposes mediation and semi-
arbitration in industrisl pursuits.

The plan herein submitted, now meets in principle the approba-
tion of employers who engage more than 52 percent of the total
employees in the United States. With the exception of one national
representatire of the farmers, the plan has met with their approval.
Thus it would seem to me that this is the time when with little or
no difficulty and without any substantial opposition we can do both
of the things contemplated by this bill. Frankly, I feel that it
will be ane of the greatest preventatives against the return of a
depression which can be applied.

I have prepared this in anticipation of your return, and I
hope you will peruse it before discussingit with representatives of
the Congress.

With high personal reg-rds, I am

George L. BGI:IT
Coordinator for Industrial Cooperstion.



The former: NRA" | “program
of progress,” outlined In an interview,
Is Miely to receive sérious considers-
tton at the President's labor confer-
ence tomorrow. It s also likely to
pmun?n ‘antidole Lo much current
talk antl-sirike and compulsory
arkitration legislation, .

As counsel for the 21 railvay labor
crganizaons Richberg framed and
had o hand In' passage of the rail-
nen's mediation act 11 years ago, and
Iz familiar with Its workings. This
ack, ke explained, has been unani-
inously upheld by the Supreme Court,
and under it Industrial peace on the
ratlronds hos reigned almost uninter-
ruptedly,

AVOIDS COERCIVE ACTS

Based a8 it Is on “a realistic un-
derstanding of human nature” the
act avolds coerclve steps, yet protacts
the public interest thru a routine af
medintion and adjustments, Richberg
stressed that thru all these s
rights el bolh sides to bargaio
Lively and the encouragement of
tracis are fundamental, s - :ﬁkﬁ

"It must be evident,”™ he-said: "that
prny machinery for malntalnieg-tran-
I puull wcd zatlsfactery indusirial rela-
tiens must be based on contract be-
tween vesponsible  partles. It 48 ap-
propriate, therefore, that it should be
tude a legal ohldgation vpon the par-
tien to exert every reasonatle effort

i

)

WASHINGTON DAILY NEWS
March 26, 1957
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In all this time work goescon and
ol eontract conditione: prevail,
(The Government’s

A similar national act” Richberg
passed by the Con-
all industries and
engaged In Interstate com-

id stibject to regulation by
Pederal Government., Similar
could be passed by the ssjarate
" legislatures covering all local
and trades of sufficient
s'za bo affect public interest in case
of industrial warfare,

“Thera would ba no compulaion Im-
posed on employers or employes by
such laws, except thoss apmpulsinns
which every good cltizen should be
willing ard glad to accept: the com-
pulslon to make an honest effovt to
settle labor disputes by peaceful con-
ference, the compulslen to permit im-
partial public offlclals to hove an
cpportunity 1o bring aboul a volun-

i

l

has besn sald that ‘opon the alender
thread of contract hanss all our ehvle
Lzation.

as the security
cf individual lives in modsrn soclety
except thru establishing a multitude
¢ intricate relatlonships upen o
basls of contract, We ezzsob maln-
taln law and order except by using
the force of government w =dintaln
the integrity of contractual relations,
veluntarily established anc rrotected
from individual violenes or cob dis-
crder by the power of a gavernment
fupporied In the finberest of the
masses of the peopls’ in the malnte-
nance of Itz authority.”

Richberg warned that *“indust=inl
warfare thday is a malor menace to
the wellare of all the people of e
United States” A rising flood of hig
and JHtie laber conllicts, he said,
“may wipe out In A few months ail .
the saing of (e st four yeam." |

-
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The Malrosd Labor . Act - merely
makes it the “duly” of botly sides to

M. plan caile for  compuisorpe inyes-
tigation of laber disputes, ¥ithy srice
and leckouts prohibited by lew:dur-
ing the Inquiry,
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DEPARTMENT OF COMMERCE ‘,,’/,f ﬂ’f, &;

OFFICE OF THE SOLICITOR
WASHINGTON

March 27, 1937.

Hon. Stephan Early,
The White House,
Washington, D.C.

Daar Mr. Early:

Attached harsto is a memorandum dated March
twanty-sizth from Aesletant Secretary Draper to Secretary
Roper with reference to labor policy.

Tha Secretary has not spen the mamorandum
as he will not return to the olty until March twenty-minth.

As Mr. Draper's memorandum refera to the
Rodgers Bill recently introduced in the Panagylvania
Leglelature, I thought perhaps you might be interested
in having hia obssrvatlons befors you today.

Bincarely yours,

attachment



March 26, 1937

MEMORANDUM
Tos Secretary Roper
From: Ernest G. Draper,
Assistant Secretary.

Subject: Discussion of e National Labor Polley.

So meny Tequests from business men throughout the country, asking
for informetion with reference to the poseibility of improving our
national lsbor policy, have been received by the Department of Commerce
thet we have been making an intensive study of the problem. After all,
healthy lsbor relations ere just as much the concerm of manage—
ment as of labor. On this account, the Department of Commerce feels
that it has & responsibility in this matter which cannot be shirked.

The problem is so meny-sided that it is mot the purpose of the
_ Department to advecate any definite plan. However, we see no herm in
studying the problem at close range in the hope that some worksble plan
mey be developed. In this connection, 1t has been brought to our
attention that the activity of various groupe in different states form
the basis for & possible policy which might be adopted on & national I
scale. For instence, we understand thet recently there has been intro-
duced in the legislature of the State of Pennsylvania a Bill for the
handling of lsbor disputes, called the Rodgers' Bill.

Although this Bill is designed to meet the needs in the Etate of

Pennsylvania alone, there are in it many desirable feamtures which might
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be incorporated in a Federal bill., The emphasis of this Bill is
placed upon voluntary conciliatioen, voluntary mediation, disciplined
and responsible orgui;uﬁapi of employees, disciplined and fair
employers, the frank l;:onptane- by employers of collective bargaining
and the right of employees to join, free from coerclom, organizations
of their own choosing.

The spirit of the Bill indicates the necesslfy for a glve-and-take
attitude, in which the chief aim to be always held in view by both
sides is fair play. The Bill follows closely the prineciples that
have already worked so successfully in the reilway field, but with the
important difference that it is adapted for use by industrial compenies
rather than by great public utilities like the railroads, whose problems
in some particulars call for & different type of treatment.

This Bill contiirlu provision for establishing four different
agencies, whose services may voluntarily be employed whenever an
industrial dispute arlses.

A State Labor Relations Board is provided for, consisting of five
members appolnted by the Governor. The services of this Board may be
requested by either employer or employees, or the Board may proffer its
services in connection with any of the following types of controversies:

(1) Any dispute as to who shall constitute the properly

authorized representatives of employeesj

(2) Any dispute arising in comnection with the making or

maintaining of an agreement covering wages, hours or
working conditionsj
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(3) Any controversy concerning the application or interpretation

of an existing agreement;

(4) Any other controversy which may lead to a substantial

interruption of -plqunut:

On questions of employee representation, the Board's procedure
is to investigate the sizme of the employee group which has authorised
representatives to speak for it. If necessary, a secret ballot may
be conducted to determine what representation is desired.

In dealing with controversies over the making or maintaining of
an agreement, the Labor Relations Board will act as a mediation board
in its effort to bring about an egreement. If efforts to settle a
dispute through mediation fail, the Board will then attempt to induce
both parties voluntarily to submit their controversies to arbitration.

For arbitration purposes the Bill provides that a commission shall
be appointed with three or six members. Each party to the dispute is
permitted to have equal representation on the Commission of Arbitration
and these representatives shall jointly select the neutral member or
members. In submitting questions for arbitration, both parties shall
agree that the award is to be final, valid and binding, and that what-
ever award 1s made will be futhfull'; executed.,

In the event one or both refuse to submit their differences to
arbitration, the Labor Relations Board is empowered to recommend to the
Governor the creation of a special Fact-Finding Board. It then be

comes the duty of this Fact-Finding Board to investigate all circum-
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stances surrounding the controversy and to recommend the manner in which
the dispute should be settled.

The Bill specifically provides that it shall be the duty of both
employees and management to give these agencies an opportunity to
complete their efforts to bring about a satiafactory settlement.

No change is to be made in the conditions out of which the controversy
arose except by agreement of all parties concerned until thirty days
after a report is made by the special Fact-Finding Board. No individual
employee, however, shall be required to render labor or service with-
out his consent, nor shall the withdrawal of his labor be consldered an
illegal act. Provieion is made, however, that it shall be the legal
obligation of both employee and employer, after they have once voluntarily
consented to invoke the services of the machinery established by this
Act, to cooperate fully with these agencies in the manner prescribed
before they resort to any arbitrary method or compul sory process to end
the controversy or to obtain an advantage in its final determination.

A fourth agency is to be created when necessary for the settle-
ment of any controversy over the application of an existing agreement
or any grievance of any individual employee or group of employees.

The Labor Relations Board is suthorized to request the partles to refer
a controversy of this type to a Board of Adjustment composed of equal
representation of both parties. If the Adjustment Board fails to

arrive at a satisfactory settlement, a neutral chairman may be appointed,

in which case a declslion of the majority of the Adjustment Board shall
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be final and binding upon both parties. If desired, this Board may
be esteblished as a permanent agency for dealing with grievances as
they mey erise.

Should elther party wish to alter an existing agreement, &
thirty-day notice shall be given, auﬂiég the intended change. In
the event & controversy develope, it cen be referred for settlement to
the Labor Relatlons Board acting as & medistor. If mediation fails,
the controversy can then be referred to a speciel Fact-Finding Board
which functions in the same manner as in the settlement of disputes

over the making or maintaining of an egreement.

Whether or not there is in this Bill, or others like it, the
seeds of & more satiefactory edjustment of labor disputes, t.hal' fact
remains that the lines slomg which this Bill attacks the pro'blal; Beemn
to be clear and free from undue favoritiem either toward lebor or
toward management. It is for this reason that the Department of
Commerce is particularly interested in its point of view and hopes
that its major features may be brought to the attention of the President.
It ie also hoped that, if the President decides to have informal
conferences with Government officials sbout legisletion of this char-
aecter, the Department of Commerce be permitted to have & representative

at these conferences. <

Pt 1 g

E. G. D
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Bubject: Belective Federal Purchasing and Allceation of
Federal Projects.

pare March 29, 1837

The competition provided by Govermment purchases in industries
which in some cases have been unable to keep up with private orders,
and in raw materisl markets in which prices have risen steeply, sug-
gests the meed for a general study of Govermment purchases and pur-
chasing requirements, with the object of determining whether a better
distribution of necessary purchasss ocould be made in the public in-
terest, and whether Federal emergency projecte could be Eo selected
as to shift material requirements more largely into industries where
unemployment 18 still relatively high. Buoch a study should properly
ba extended to include a survey of emergency requiremsnts by reglons,
to provide a basis for the distribution of Federal funds for work
relief in relation to unemployment needs. This report provides a
goneral ploture of the ground which such & study might cover.

Mreot Federal purchases come under three classifioations:
Regular departmental purchases, made through the Procursment
Division; direet purchases for relief, made through the Proourement
Divislon; and purchases by the Army and Navy. The indirect pur-
chases, or those made by independent contractors on Federal projects,
are more important in volume, and more adjustabls, than are the
direot purchases. OGreatest possibilities therefore seem to be
presented in the adjustment of Federal projects to accord with
market situations and unemployment conditions in the industries
supplying the warious materlals. It may aleo be found that a bet-
tor distribution of direet purchases could be made to reduce oom-
petition with private industry.

The most important depressed industries at present, from an
mmployment standpoint, are those relating to construoction. Employ-
mant is particularly low in the industries produsing luwmber, cement,
brick and tile, furniture, and heating equipment. The major indus-
tries cperating nearest to peak levels are steel, textiles, and
nutomobiles. The following three types of projects appear well
adapted to present conditiona: (1) Light construction; (2) road
building; and (3) flood somtrol. These would use a maximum amount



of labor, apd of such depressed materials as lusber; cement, and
brick, and a minimum amcunt of stesl. They are alsc rathsr well
adapted to shifting from reglon to reglon socording to unemployment
conditions.

Eoglomal varintions in unemployment are shown by dats on employ-
ammt applications and by indexes of farm labor supplies. Thile these
indlcate that the volume of unemployment in each reglon has been
reduced during the past year; the por oapita Fedoral smorgency expen-
ditures in each reglon have increased. Indexes of regional varia-
tions in purchasing power, as reflscted in new car reglstraticns
and bank debits, alac show & consistent inorease in 1938.

A more detailed study covering the subjects touched upen in
this report, in addition to whatever help it might give in suggest-
ing improvements in purchasing policies, might alsc be of some
asnisgtance in the developmemt of & poliey for the distribution of
Fadaral expenditures mors adaptable to changes in economie condi-
tions.




SELECTIVE FEDERAL PURCHASING gg

Confronted with the following facte,=- (1) That produstion im
sertain lndustries has expanded to a point where menufacturers are
unable to make near-term delivery on new orders, while other indus-
tries show only partial recovery; (2) that prices for certain prod-
ucts, under the temporary influence of urgent buying, have remched
lavels not likely to be malntalned after production has responded to
the inoreased prices; and I:!:I that the mmber of unemployed workers
varies widely from industry te industry, and from region to reglon,--
it would seem advisable that the Federal Govermment adopt a policy
of selective purchasing im filling its requirements for goods and
materinls, so far as practical, and adept & polisy of allocating
Federal projects (1) by types of projects, according to econmmic
oonditions in the industries supplying materials for thess projects
and (2) by regloms, mcoording o reglonal unemployment conditioms.

The adoption of a gemeral plan permitting the shifting of
Government expenditures from industry to industry, snd from reglom
to region, should bensfit the nation in & mmber of ways: (1) By
proventing a further congestion of crders in industries alrea
orowded to capacity; (2) by stimulating lagging industries; (3) by
providing employment in reglons and in industries where unemploy-
ment is most serious; (4) by permitting buying in individual indua-
tries to be reserved, where prastical, until such time as it may
have & mors bensfiocial effect; (6) in gemeral, by furthering the
policy of the Administration to bring about a well-rounded recovery
and stability in all branches of the sconomlis structure.

Extent of Govermmemt Purchasing

The United States Govermnmant stands far in the lead ma the
country's largest buyer, purchasing goods and materials for its own
operations as well as financing the purchasing of a much larger
guantity of goods and materials used in carrying out various recovery
and relisf projects. In the 1988 fiscal year, the Procurement
Division reporte a total of J47,803,089.47 purchased through that
Divieion and by other Departments and establishments of the Govern-
ment under term contracts executed by the Proouremsnt Divieiom, ex-
clusive of a very large volume of extraordinary purchases for relief
uses, and exclusive of Army mnd Navy purchases sxcept for office
supplies and eguipment. A grouping of the Procurement Divislon
purchases by classes, in order of importanse, 1s shown in Tabls I,
pages 15 and 16.



The table mentioned includes only materials used in the regular
operations of the Govermment Departments, exoluding most of the Army
and Navy purchases. In the many classes of projects embraced in the
Govermnment's broad program for recovery and relief, & much greater
volume of material is used, the purchase of which is indirectly con-
trolled by the Federal Govermment in its selection of projects. The
major part of these purchases is included in a tabulation by the
Bureau of labof Statistiecs, showing a total of $1,014,092,984 to have
been spent for materials used on Govermment-financed projeots during
the year December 15, 1936 to December 15, 15986. A tabulation of these
sxpenditures by groups of materials and by classification of projects
is shown in Table II, pp.17and 18, Summarized, this table shows an allo-
oation of the following sums to various types of industrlesa

Cement, stons, clay, and glass products § 304,855,000
Iron and steel and their products 264,979,000
Machinery, not ineluding transportation equlpment 140,685,000
Forest products 83,269,000
Textiles and their products 21,809,000
Chemicals and allied products 17,066,000
Nonferrous metals and their products B,262,000

Motor wehloles, railwamy cars, and other
transportation equipment 6,667,000
Kiscellansous 176,462,000
All materials ¥1,014,055,000

In more detail, the figures show that in Federal construction
projects during 1936, more than $10,000,000 was spent in each of the
following 20 individual industries:

Structural and reinforoing steel $ 103,071,000
Cemant 99,228,000
Foundry and machine shop producte 64,313,000
Sand and gravel 58,218,000
Lumber and timber products 41,572,000
Brick, tile and other clay products 39,740,000
Cast iron pipe and fittings 39,367,000
Conerete products 38,941,000
Electrical machinery and supplies 56,855,000
Paving materials and mixtures 34,976,000
Crushed stone 33,784,000
Petroleum products 32,328 ,000
Steel works and rolling mill products 26,511,000
Engines, tractors, turbines 24,229,000
Heating and ventilating equipment 23,589,000
Electrio wiring and fixtures 19,544,000
Plumbing supplies 17,300,000
Marble, granite, slate, ete. 13,721,000
Planing mill products 11,028,000

Furniture and fixtures

10,862,000



The volume of Federal purchasing has without doubt been suffioclent
to influence appreciably the natiomal level of business sotivity, and
in some cases to 1ift certain industries out of depression conditionms.
Of the $1,014,000,000 spent for materials used on Federal construotion
prejects in 1926, for sxample, $286,000,000 was spent for iron and steel
products, not including machinery. This figure would equal 34 peroent
of the total sales of the United States Steel Corporation in that year.
In 1984, approximately TE percemt of the output of the entire cement
industry in this country was used in Federal-finmanced projects, and 57
percent of the cutput im 1936 wae so used. In structural and reinfore-
ing steel, 45 percent of the emtire output of the industry im 1934 amd
47 percent ip 1855 was used on PWA projects. In cast irom pipe and
fittings, 26 percent of the entire cutput in 1984, and 57 percent in
1955, was used on these projects. In the clay products industry, maldng
brick, tils, and terra cotta used in building construction, FWA projects
ueed appreximately 26 percent of the output in 1554, and 38 percent in
1836. These figures 1llustrate the extent to which Federal funds hawe
sorved to maintaln employment in individual industries.

Beosvery in Pectory Beployment not Uniform

Despite such assistance, howover, the employment in ocertain indus-
tries has continued to lag, while most industries have gone forward to
lavels of employment closely mpproximating those of 1528. In Chart 1,
attached, i8 shown graphieally the employment situstion in each of the
important industrial groups as compared with employmemt in 1829,

Outstanding among the backward industries, it will be noted, are
thore related to light and heavy bullding construction. Bmployment is
pertioularly low in the lumber industry, which, in 1528, provided work
for an avernge of 419,645 workers in sammills end 80,009 workers in
millwork. Data for January 1937 indleate that employment in sewmills
during that menth was running st only E7.0 percent of the 1928 AVOTRgZS,
end employment in millwork at only 67.4 percent. These mployment fip=-
ures compare with an average percentage of §1.% for manufacturing as s
whole. A tabulation inoluding other important industries related te
building is presexted balow:

Averages no. of Employment in Jan.
employes in 1820 1657 of 1829

Lumber, sawmills 415,645 B7.0

Lumber, =illwork 80,088 BT.4

FPurni ture 195,476 80.4

Briok, tils, eto. 93,422 67.8

Structural stesl B4,033 86.8

Hardware B2,274 T8.7

Heating squipment 598,671 88.0

Marble, granite, slate 57,802 43.8 1/ Beanomally

Camant 53,321 7.6 ndjusted.

cast irenm pipe 19,758 76.8 2/ Weighted avg.
Total 1,084,207 86.5 2/ Source: BLS



A view of the present employmsnt situation in the more important
of the backward industries, with a comparative vlew of the situation
in a1l mamufacturing industries, is presented in Charts 2 to 8,
attached. These show trends of employment and payrolls by montha over
& l4=year period up to January 1587. The relatively alight lmprove-
meaot that has taken place since the low polnt of the depressiom in
sawmills and millwork, cement, briek and tiles, structural stesl, and
heating equipment, will be particularly noted. In comtrast, the
amployment and payrolls for all manufecturing industries show an im-
provement to levels mearly equaling those of 1528.

In certain industries, on the other hand, the number of workers
smployed has expanded to near the limit of capmolty, equaling or
sxoosding the 1529 lovels. These inolude the thres major industrial
groupa in the United States =-- stesl, textiles, and automobllea ==
which largely mooount for the present high level of manufeoturing
sotlvity as a whole. The trends of employment and payrolls in blast
furnaoces and steel mills, in iron and stesl products, in aotton goods,
in knit goods, and in autcmoblles mre shown in Charts 9 to 13, attached.
In thess industries, obviously no Fedaral assistancs is now nesdsd for
inoreasing ssployment. On the contrary, it would seem that Oovermment
purchasing in these industries should be deferrsd, whare practieal,
until produotion has begun to recede, in order to avoid a further con-
gostion of orders in competitlion with private buylng, and a further
boosting of prices. ;

The Situation in Prices

The recent sharp upturn in commodity prices, which has carried
prices for certain commodities to levels apparently not warranted by
the supply and desand cutlook over the remainder of the year, gives
greater importance to an investigation of posaibilities in the
distribution of Govermment purchasss. Obviously it would not be in
the publia intersat to add a largs volume of Govermment buying orders,
elthar direotly or indirectly, to price situations that may prove to
have besn largely created by speoulative buying, unless the urgent
nesd for such purchases should sutweigh other considerations.

A study of the causes of the rise in commodity prices apparently
shows it to have been dus largely to five faotors, varying in their
rolative importance for different ccemodities: (1) Inoreasesd indus-
trinl demand; (2) war demands from foreign countries, affecting
shisfly the metals; (3) reduced supplies for certain sommodities;

(4) spesulative buying, either directly by the publie, or indireetly
through the bullding up of inventoriss in antisipation of future



requirements; (6) mark-ups in prices of industrial products, as in
ateel prices, due to imremsed operating costs. Evidence semms to
indicate that motuml price inflation, exoept in mnticipation, has nob
been a contributing factor.

Whether present prices for warlous types of materials and com-
madlties are high or low oan he judged only in comparison with soms
selacted level used an a standard. In Table III, page 19, twe such
comparisons are made for average prices during February 1937, for
various commodity groups. One uses as o standard the geperml lsval
of commodity prices, repressnted by the all-commodity index of the
Bureay of labor, and the othsr uses the average price in 1929 for
tha respective groups.

It will be noted that certain bullding materials, notably struc-
tural steel, lumber, and cement, stand relatively high in both com-
parisons, This may partly explain the low rate of mctivity, and con-
soquently of employment, in the bullding industry. Metals and metal
produsts during February were rather high in priee as compared with
the all-commedity index, tut remained below thelr 1929 averagos. The
recexnt iooreases in steel prices, however, have placed them above
thedr 1929 levals.

The more recent movemenmts in individunl prices are showa in
Table IV, page 20, in which market quotations on March 25, 1937, are
oompared with prices a month earlier and a year earlier. The sharp
upturns in the metals, and in cotton, hides, and rubtber, are par-
ticularly notiseabla.

If the upturn im commodity prices has not been dus to prloa
inflation, which appoars to be the case, they are likaly to become
readjusted to lower levels when production responds to the influsnocs
of imoreassd prices. Evidence that inflation has not besn a faohor
l.p-g.‘l-'l'l (1) 4n the failure of mny oammodities to join the rise;

(2) in the faot that statistionl studies show that prices of com-
modities on the whole are apparsntly not out of line with present
supply conditions; and (3) in the recent sharp inorsass in demnd
provided by heavy foreign buying, by domestlo buying for inventory
ssoumulation, md by speculative buying, which sems in the mggre-
gate to have been of suffiolent volume to completaly explain the
price upturn; and which, furthermore, seems largely of & temmorary
nature.

The prospect of inoressed supplies for a mummber of comsodities
during the coming months is & bearish factor in the price outlock.
In cotton, private estimates of moreage for the coming year indioate
&n increase of 10 to 15 percent, and the new-orop deliveries in the



futures market are accordingly prioed a cent a pound lower than our-
rent prices. Substantial incremses in the moreage planted to wheat
and other grains is also reflected in wids discounts on the new-orep
deliveries in the grain market. In copper, the production is inoreas-
ing steadily in response to high prices, while consumption has not
inoreased for four months. The world produstion of refined copper
squaled consumption last Desember, and has excesded it during February.
In tin, the recent price in British markets of B300 per tom, as com-
pared with produstion coats estimated at &80 to B80 a ton would seem
to guarantes an inoreased supply and lower prices. In the markets for
plg iron, lead and rine, the emcouragement to inoreased production
provided by the higher prices should have a visible sffect on produc-
tion statistios within a few months.

To the sxtent that buying in anticipation of speculative profits
has been a facter in the priee rise, whether done openly ms a specu-
lation or indirectly as a protection against inflation, a weak situn-
tion has been created in the ocommodity markets. Various indications
suggest that the volume of speculative buylng in commodities has been
unusually large, and that 1t 1s tending to inoremss. A decline in
prices initiated by inoreasing supplies might, under such ecnditions,
last longer and extend further than could ordimarily be expected,
while accumulated inventories were being used up and speculative
commitments liquidated.

A Survey of Federal Purchasing Sugzested

In view of the price situation cutlinsd above, it would seeam
well for a eareful survey to be made of anticipated Govermment
requirements for all purposes for some time ahead, with a view toward
adopting a purchasing policy for each of the major items on the
regquired list of materials. BSuch a survey should provide answers
to the following questionast

1, What materials will be purchased in sufficient volume to
be an important faotor in the market, and how much of each
will be required?

2. VWhat is the current and prospective market situation for
each of these materials?

3. To what extent ocan purchases of each material be deferred
or antieipated, and to what extent must purchases be made
as nesded?



Entirely aside from the possibility that such a survey might
bring about a saving to the Government in the prices paid for
materials, through suggesting a better distribution of purchases in
the 1ight of varying market oconditions, it should serve the useful

purpose of indicating when it might be in the publie interest for the

Covermment largely to remain out of the market, in order to avoid a
congestion of orders in competition with private industry, to aveld
unjustified increases in price, or to avoid the encouraging of
speculative buying. Conditions favoring such a poliey appear to
exist today in the steel and textile industries, and in the markets
for a number of raw materials. On the cther hand, such a survey
would serve to indicate when Govermment orders could be placed to
good advantage for maintaining employment in various industries and
contributing most to recovery.

These direct Covermment purchases are only a part of the total
material purchases controlled by the Federal Goverrmernt. A much
larger quantity is invelved in the purchases made by private con-
tractors under the various recovery and relief projects financed
wholly or in part by Federal funds. Through a provision in the
Govermment contramcts requiring a detailed statement of the quantity
and value of each material used, the Bureau of Labor Statistios has
been able to analyze emch type of project in terms of material
requirements. Reports have been completed for certain types of
projects, and studies are in progress on others.

An analysis of possibilities in the distribution of Goverrment-
financed projects should thersfore be included in the BUrvey men-
tioned above. Such an analysis would be directed toward determining
each year the types of projects that would make use of the maximum
amount of materimls from depressed industries, end the minimum
amount of meterials from industries in danger of over-production, or
of materials that appear over-priced, In any project, of course, it
is impossible to dispense with a certain amount of materisls in the

latter elass. The problem is one of selecting projects that use them

in smallest amounts.

During the current year, since the building industries are most
depressed, the selection of projects should include those using a
maximm amount of lumber, cement, and brick, and a minimum amount of
steel and other metals. While the structural steel industry is
depressed, the volume of orders for this type of building material
should probably be held down for the present because of an over=
supply of orders in the steel industry.

The types of projecte which seem best adapted to present market

conditions appear to fall in three groups: (1) Light construction and

building repeir, (2) roed building, (3) flood control and erosion

control. Low-cost housing projects should be well adapted to present

I



conditions. Romd building and flood control projects -- if a national
program can be worked out for the latter -- have additional adventages
in that they require a considerable proportion of labor and oan con=
veniently be shifted from one section to another aocording to employ=
ment conditions. '

These projects, furthermore, seem well adapted to the ocoupations
of workers now on reliesf, Acoording to the U. 5. Employment Service,
"overalls workers" made up by far the largest total of applicants for
employnent, white collar workers wers next, and skilled workers third.
The groups of skilled workers were headed by carpenters, painters,
mechanies, and foremen, in the order given.

Regional Allosation of Projects Lnuarrlig to ‘Eln__nmlmmt Condltions

The tendency for the volume of unemployment to vary from State to
State, and for the areas of serious unemployment to shift from year to
yoar acoording to looal economie conditions in industry and agrioulture,
mekes advisable the orpanization of Federal projects on some flexible
basis that will permit of their being shifted according to the urgency
of unemployment needs in different aresas,

Reglonal variations in the present unemployment situation are
shown by date on the mumber of aoctive applieants for positions on the
rolls of the United States Employment Service. The table below, giving
by geographical divisicns, ns of January 1, 1937, the total number of
active applicants for employment, and the percent of the total popula-
tion which they represent, provides some messure of the relative volume
of unemployment in different parts of the country, largely as it re-
lates to urban areas.

Total Parcent of
active 1930

applicants population
New England 506,035 6.20
Middle Atlantie 1,506,428 6.08
East North Central 1,128,402 4,48
West North Central 766,753 5.77
South Atlantie 652,946 4.13
East South Central 561,883 B.58
West South Central 519,574 4.27
Mountain 233,285 6.30
Pacifie 366,882 4.34

Total United States 6,311,161 B4
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Raglonal variations in unemployment in agrioultural areas, which
also provide scme measure of genaral unemployment in those regleons,
are indicated by reports of the Department of Agriculture on the
supply of farm labor relative to the demmnd for farm labor in the
various States. Deta for January 1, 1937, with comparative figures
for January 1, 1934, are shown in Table V. page 2. It will be
observed that a favorable change has coourrsd in most seotions during
the past year, particularly in the industrisl areas, Thus New England,
Middle Atlantie, and East North Central States, as well as the cotton
mill region in the South, have brought their supply of farm labor
spproximately into balance with the demand for farm laber. This bears
out reports from industry, which show a hoavy gain in fastory employ-
meant during 1938.

Certaln States, more purely agricultural, have heen halped but
little by the inereased ssployment in industry. In these States the
reported supply of farm labor remains out of proportion to the re-
ported demand. These are largely States of the West North Central
and West South Central distriots, which wars seriously affected by
the drouth in 1836, and where industry provides very little outlat
for surplus labor. In the West North Central region, somprising the
States of Minnesota, Iowa, Missouri, North Dakota, South Dakota,
Nebraska, and Kansas, the relative supply of farm labor was reduced
in 1938 only from a figure of 140.5 peroent to 136.9 percent, whioch
iz still far out of proportion to the demand for farm labor.

REegional HI.I'EEI EEMS,‘E-WI: comparad with
onal ant

A gemoral survey of Govermment mmargency expenditures, with a
view toward determining the most sfficient use of Coverment funda
for relief and recovery purposes, could well be extended to inalude
& survey of reglonal expenditures in the light of changing rogional
unsmployment ednditions. Such a survey would be necessary, in fact,
to provide m satisfactory and equitables basis for the reglonal dis-
tribution of amargency projects. :

In Table VI, page 22, is shown a classification of Federal
amergency expenditures for various purposes by fisoal yoars, 1933 to
1837, with the present fiseal year divided to show expenditures
through February 28, and proposed expenditures March 1 to June 30.
State details have been sombined by reglons and convertsd to a per
capita basis, to provide s direct comparisom of emargency expendi-
tures per capita in various seotions of the country. These figures
are presented in TableVII, page 23, in the form of an index, in which
the average per oapita emergenoy sxpanditure for the United States as
& whole during the three ysars 1934 to 1936 is takern as 100, The



unusually high per capita expenditures in the Mountain region is ax-
plained partly by the large sum being spent on the Boulder Dem project,
in & reglon that is rather thinly populated.

To make an sppraisal of emergency needs in the various seotions of
the country, and to determine whether expenditures are being egquitably
distributed by reglons in mocordance with these needs, estimates are
needed of the changes in unemployment in the various regions, No such
estimates have been published, tut mpproximate figures may be derived
by using private sstimates of total unsmployment ﬁtmu sstimates)
distributed by geographie divisions mooording to the relative number
of motive mpplicants on the rolls of the U. 5. Employment Servise in
each region. While the probability of certain inmcourscies in thess
figures 1s recognized, they should provide an approximate indication
of regional trends in the percemtage of the population unemployed. A
supplementary index of reglonal trands in unmmployment is provided by
Uspartment of Agriculture dats on the farm labor supply, which tends
to reflect employment sonditioms in the cities as well as on farms.

These two unemployment indexes, placed on & eommen base, are com-
pared in Chart 14, attached, with an index of per capita emergency
expenditures. The section of the chart entitled "U. 5. Total" shows
per capita expenditures in the 1937 fisecal year, for the country as a
whole, at & new high level, slightly more than 20 percent above the
avorage expenditures during the three years 1534 to 1586. Yet the
estimated unemployment is shown to have declined on Jamuary 1, 1937
to about 76 percent of the 1934 to 1936 aversge, and the unamp loyment
index btmsed on the farm lebor supply has likewlse deolined to sbeut
75 percent of the 1584 to 1536 average.

A eomparison of these charts by reglons shows considersble waria-
tion both in unemployment and in per capita expenditures, with some
ccnsistency in the relationship between the two exespt im the Mountain
and Pacific regions. The chart for the Pacific reglon shows per ocapita
sxpenditures 60 percent above the United States 1034-18538 average,
elthough the unemployment indexes mre even 8lightly below the current
everage for the United States as a whole. The high per eapits expan-
ditures in the Mountain reglon, as previcusly explained, are due partly
te the large sums being spant on the Eoulder Dam project.

Outeide of these regions, the highest per capite expenditures are
in the West North Central region. In this ares the figures show that
unemployment i also highest, probably as a result of several years of
drouth. The lowest per capita expenditures are in the South Atlantic
saction, where unesmployment has been redused to apparently the lowest
lavel of any region, probably due to the high rate of activity in the
textile mills.



A second methed of determining relief requirements for the various
reglons s on the basis of regional changes in the level of business
activity. Improvement in business should be reflected in incremsed
purchasing power, and ccnsequently decreased reguirements for Federal
relief expenditures. BEank debits and new automobile reglatrutions
have besn selscted ae probably more indicative of purchasing power
than eny other business date. These have been converted inte indexes,
and in this form are shown in Chart 15, attached, in cempariscn with
the per capite index of emergency expenditures by regions.

Business did show an motual improvement last year, as measured by
these two indexes, in every ome of the geographic divisions. As re-
fleoting purchasing power, it is poseible that the bank debits indax
may not be wholly accurate, since the ineresse may have been influenced
by changes in price levels, which affect living costs, and to some
extent by the wolume of Govermment relief expenditurss itself. The
same camnot be said of the incremsed mumber of automcbile reglstra-
tions, however, which can hardly be interpreted in any other way than
as reflecting an improvement in metual purchasing power.

One should theoretically expect relief expenditures to decline
&8 new oar reglstrations and bank debits riee. As shown in this ohart,
however, the reverse has been the cess. Expenditures for the presemt
fiseml year show an increase in all regions, except that in the New
England and South Atlentic arems the inorease has been negligible.
The highest index for new cars registered last year wes in the Pecific
States, yet that reglon shows the highest per ecapita Emergency expen-
ditures, with the exception of the Mountain rogion, where the situation
is abnormal. The highest index for bank debits, however, is in the
South Atlantic reglon, which aceerds, me should be expected, with the
lowest per oapita expenditures.

An indication of purchasing power in the agricultural seotions
le provided by the Department of Agriculture in its published esti-
mates, by States, of recelpts from the sale of farm producte. These
figures for the verious reglens are shown in Table VI, page 24, for
the years 1832 to 1936, It will be noted that every region shows
an inorease in receipts from farm products except tha West South
Central region, which was seriocusly mffected by drouth.

Conolueions

It would seem well to have a broad survey made of Federml &Xpan-
ditures used for the purchase of materials of all kinds, with the fol-
lowing objectes (1) To determine which materiels are purchased in suf-
flelent volume to substantially affect market conditions, and employment
in individual industries; (2) to mnalyze present and prospective market
conditicns for these materimls in the light of Federal requirements, to
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determine a #ing program most nearly in mcoerd with the public
interest; (3) to study the materials used in wvarious types of Government-
fleanced projects, with a view tomard selecting projects emch yoar

that will best it unemployment needs and market conditicns in the
industries supplylng these materiale; (4) to study buniness conditions
and unesployment in the different sections of the country, to provide

an equitable basis for the distribution of relief expenditures and for
the shifting of them from reglem to reglon mecording to variations in
emeargenay needs.

In such s survey, all Oovermment purchases, direct and indirect,
should probably be considered together. These would inoluder (1)
He departmental purchases, through the Frocurement Divielon;
(2] Army and Navy purcheses; (3) direct Goverment relief purchases,
kandled through the Proourement Division; 'lls?mhu" by indepen-
dent contracters en Federal projects, reported to the Burssu of labor.

In sddition to any tangible benefits that might bo acoomplished
through such & study, s favorable public reacticn toward the eonsidera-
tion of plans for distributing Government purchases more in mosordance
with industrial sconditions cam probably be expacted.




Table I

Tabulation of Govermment Purchases by Classes

for Fisoanl Year 1928

Y

Fuel; gasoline, coal oil (fuel)
Office squipment, typewriters, eto.
Motor vehioles; mocessoriss, eto.
Furniture

Electric apparatus and acosssories
Statlionery, bage, paper, boocks, ete.
Telephone service

Instruments of precision

Eleotric service

Dry goods; textiles, coverings, ste.
Foods; groseries, ies, provisions
Hospital-apparatus, mooessories
Aoide; chemicels, drugs, scap, ete.
0ils (41luminating and lubricating)
Lusber, barrels, boxes, ato.
Bullding material, brick, stone, ebe.
Tools, machine

Enchinery and equipment

Tools, hand

Rope, wire, and wire, bars

Paints; paint ingredients

Hardwars (bullders' general)
Railway, dock, yard, fire apparatus
Pips, tubes, tubing (non-flexible)
Toilet articles and mocessoriss
Forage; bulbe, trees, sesds

Bocks, blusprinting, mape, paper, ste.
Textila-clothing, kmitted goods
Plpe fittings

Agricultural implements, parts
Miscellaneous servioces
Tableware-alumimm-wars, glass
Badges, insignim, metals, eote.

$11,401,474.79
¢, 9,882,074 44
8,016,451,28
4,289,840.83
2,274,851.07
1,808,268.50
1,608,398 .76
1,396,200.73
1,180,461.81
862,018 .50
807,366,951
508,518,686
504 ,888.55
440,690,268
268,167.78
857,619.38
310,029.21
288,461.56
224,472,868
217,299.22
211,6%6.72
161,071.18
158,514.72
150,247.40
122,578.80
116,644,485
110,102.17
107,874.80
105,685 .65
85,396 .44
83,069.20
78,840,868
75,157.58

Metal in bars; metal in plates and sheets;

motal shapes (angles and struotural)
Leather; belting, harness, sto.
Baks shop, kitchen utensils
Cordage; hemp; jute; oalom; ete.
Gaskets, hose, packing, ete.
Srooms, brushes

70,422.87
63,718.456
63,000,068
63 ,484.27
62,535.71
48,500,39
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Table I
{Continued. )
Vehicles (animnl snd hend dramn) § .b2,092.20
Athlatic eguinment 30,706, 14
) oanves, tentese, eto. EE.EE;»EE

Ovpa, hets, sloves, mmen's furn, 2B, 648,
Eleotria enble and wire (insulated) g, 27100
Fire-surfoeins sand insilatin- meterial 18,225.53
Tobaceo-products; and supnlien 17,140, 73
Jathroom-tallet fixztures; parts 10,29?.92
Bolts, mats, rivets, scrovs 15,695.1
Articles of erecinl vrlue; bullion,

Jewelry, etc. 13,213.16
Armg, smmll and accessorles 12,3902
Asmanitian, blpstins-mooaratus 10,111.99
Flega, bunting 10,055.01
Pumps and their narts 2, 525.25
Booste, shoes, leather and rubber elothing 9.823.20
Zontsn 9,135.00
Lishtins apoaratus (nonelectrie)

agcessorios, ste. T.7558.29
Ballers and ongines (nomer-plant) (shin}, E

receemories, ete. E,n 52
lusienl instrumente, munle and narta SHET.PL
Eadlo ond sound slgnnl mymaratus, ete. B, 031,45
vensi ramees; and stoves: pocessories o304,
Droyaize and hpalin-, freisht W, 719.52
3nzice rooz fittinge, tools, ete. 2,017.3%
Submarine anterinl 1, 50
Zont and ship utensile G22.18
Bgat and ghip fttinge RE.00
Anchors, nrchor ehaine, ote. 13.91
Hlaniz Toras 212.57
Zallers nnd encires (bont nower) coeoesarlies,

parte, ata, 212,14
Foundrresnoaratus; scceeenries, ste. 167.6k
Sloclka; rizsine; neceasgaring, ato. 159,30
Livestaal: T3.00
Indlvidunl emuirsent (flald ane Innding foree) 70.00
Alrernft; anronmutic nonaratus, ncoessories, ete. 35.00
Fyro-covnagsen, nocestories 21
Mines; nete; tomedoos, ste. - L ArH

Zatnl sh7,20%,089.47

1/ Izeludes surchanas by Procureasnt Divislion, opan mariet
nnd gsntract, red rmarehnees by other Donart=ente snd
sotoblisicionte. under tern contracts exsouted by the
Procurement Divisien.

Jource! Frocursaent Divielon.
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Table II (Comtinued)
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Mlting, T 0n,n7 .m 5,100 10,460 6,088 R i
m-u"""u-uu"".-“"tlvlt|ntt-"--uuu“uuu""“u“ 2,256 5.9 200,070 L'u‘] a0 Lo 395,96 1,055,973
Mhln-l-l-ltvl-----"tlt|nllllnln|nn-"-tuuuu"“"u...“.“ 26,555 LR [R— (%N 19,995 ———
Eloatrle Wirbng smd £ LuSmree s s s s ssssssss s snssmssssssssssssssss 19,50 023 1,066,170 TT 048 3,096 Lat, 2, Ly, 361 —
Fornitere, insludiag sters smd of flee PLEbRredesssssssssasrsnsnns 10,551 fab 509 0 3,09 1800 520, LN 3009, 172
Instrements, professions] and solemtifitssssssssssssnssnsnnnnsnns 5o, 95 22, e 108 132,969 w5 —
Emttresses mnd bed BPriRgE s nnsnensansnrnesnsarans s a s R m H-H — o 50, ——
Hedals und L T T P ——— ﬂlm “-H ———— h_ ’“ —
Papar produstsssssrssssssasasssstatasssasssssnssasasnsasasainsana 61,852 [F. Lyo Lo 770k R
Paving materials amd mixbures, Belelessirsssssssssnsnssbonssnnnns M, 776,100 L B3, LTT 16,450 ¥ atsts o 3,605,055 25,000 60
Potrolows produsti csssessnsarsasssnnssissnsnnsnsnnnnssnsnsnssss | 52,827 Al 7 Al 052 188,76 B, 725,168 9,765,651 5,511, L86
FH‘HFIFH Japparatus and materialisssssessansnssnssnsnnnnsnnnns .“ m lm l#! m ——
Flumbing suppliod, B fecsrsrsrrssnsnsrsnsssssssssssnssssssssss 17,300,010 11 265 5869 L3, 0n 1,086 419 1,561 000 5,900, LS
e  —— 57 Jae 18,65l — 3,275 15 8% o
Reofing matarials, B.0elossssssassasnsssosonenen e narasnanusesans L 725 6kl 5,559,680 12,85 Lot 452 Thats BT [
Bubbor goodB.ccssssssssssssnasns s anarrssns s Ees R seanEssssannas 1,581,082 26,98 15,59 68,835 5Ty 570 ]
Fiosm and other pasking, pipe sad boller sovering, snd puakebo,.. 787,518 &7h, 568 L,o%s B, a0 22,65 —
Theatrioal sesndry and sbafe squlpeent.cocosnsssssnnssnnssssnnnns 98,990 o8, 95l — mmman ——— mm—
Window shades and FLuburedissonnrrssasnttmssssnsssssssnssnsnnsns 119,636 109,886 a2 2,303 74005 S

T T 51,040,552 1,006,976 | 95,459 7.88,7T72 8,575 Jue 0,719,993
L= == S

Imaludes material orders plased on Palels projests financed by the Emergessy Eelisl ippropristios Aeh of 1995.
Dews not ineleds sateriel ordars plased om projects for which somtrasks wers aserdsd befors Barsh 15, 193,
Imoludes projects [loassed by H.F.C. Wortgage Compamy.

Doss mot losleds materisl orders plased om projests For whish scotraots wers awarded hafors July 1, 198,
watarisl orders placed on Po¥ohs projfests Flosnosd by T.0ed.d. iooloded usder FoW.ids

Ineludes mat srial orders plassd to Desssber 31, 193, Watiomal Touth Administrstion projects iseluds
material orders plased to Noresber 30, 1986,

Ineludes material srders planed For projects operated by WoPuls whiloh are not elasalfied im debail.

R

T wew

Source: Bureau of Labor Statistiocs, Division of Conmstruotion and Public Employment
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Table III

Wholesals Commodity Prices

Average price, February 10937

Commodities Perceat of Percont of
all-commodity 1929 average
index priocs
Building materinlss
Brick and tils 105.4 8.5
Cement 110.7 104.0
Lumbar 114.7 106,85
Paint materials #6.8 B7.9
Plumbing and heating B8.T 81.5
Strustural stesl 121.3 108.7
House furnishings 101.% 83.9
Motals and metal productay
Agricultural implements 107.9 84,5
Iron and steal 106.8 98.9
¥otor vehinles 107.8 B7.2
Nonferrous matals 103.5 84.5
Textiles and a‘.l.urthi_g;r
Clothing : B7.8 §3.8
Cotton goods 106.8 g52.4
8ilk and rayon 8.0 41.9
Woolen and worsted 107.9 106.4
Boots and shoes 117.6 B6.4
Misoellansousy
Hides and skins 183.1 102.0
Bituminous soal 112.9 106.7
Petroleum products 68.5 B2.9

Source: Bureau of Labor Statistias,



f Frices
March 25 ' Feb. 25 ! March 25
Textilas:
Cotton, mid'g, Galveston (Cents) 11.47 12.77 14,12
Print oloths, 38% inoh » B-7/18 7-5/8 B
Wool, territory fine, Boston $ .95-.96 $1.12-1.15 $1.12-1.15
Bilk, orack double extra $1.82-187 $1.94-1.99 $2.03-2.08
Matals:
Pig iron, mo. 2 foundry $19.80 #20.50 $24.00
Steel bars, Pittsburgh (Centa) 1.85 1.85 2.45
Copper, slsctrolytis, Conn Valley " 14 164
Zino, East St. Louls by 4,90 6.80 7.50
Lead, pig, New York N 4.60-4.66 7.00-7.06 6.95-7.00
Tin, Straits, New York " AT B&L 66-1/8

Coal and 011:

Conl, bituminous, Pa., smokelasss $2.56
Petroleum, orude, Eansas, Oklahoma § .04-1.18

Miseellanesus:

Hides, heavy mative steers (Chicago)(Cents) 13
Rubber, plantation - 16-15/16
Moody's price index 169.8

Journal of Commerce index 134.5

$2.46-2.80 $2.45-2.80
$1.06-1.30 $1.06-1.30

15 17
22 28
207.8 224.2
163.1 175.0
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Table V

Relative Supply of Farm labor
Jamuary 1, 1936, and January 1, 1957 1/

Region Jan. 1, 1956  Jan. 1, 1957
New mllﬂd frsssaEREEEES 122.4 108.1
Middle Atlantie ,.....usee 119.4 97.4
East North Central ...... 119.3 100.8
West North Central ...... 140.5 136.9
South Atlantico ....essses 116.5 99.2
East South Central ,..... 123.8 104.8
West South Central ...... 144.5 129.9
mn Tasassansnanannas 1“-3 llﬂ-l
Paoclfie EemsssnssnBANEREnS 122.1 111.3
Unlted States ..ovvesesnss 127.2 111.4

States rﬂgrti_.‘,ng largest relative supply of
ll.bnrt anuary 1I 19572
Nebraaka snes 182 Hil‘ﬂ‘uri sonss 142
South Dakota 187 Montans ..sess 133
Oklahoms ... 162 Toxas .ccssses 132

IN‘.‘.I!I SEEEEE IEB
North Dakota 152

States rgy:r'.:% smallest relative supply of
farm labor, January 1, 1937:

Hﬂhisln sssss B9 Hew J.l'!-.r--.- ar
mo SasmaEBEe ga ?ﬂmﬂh [(ETLE R 95
Pennsylvania . 54 North Carolina 99
South Carolina 96 Gmrgil ssesss 99

1/ "Relative supply” is a ratio of the reported supply in
percent of normal to the reported demand in percemt of
normal.

Source: Crops and Markets, hbm:jr 1937.



Table VI
Distribution of Federal Expenditures
by Fiscal Years,
1953-1937, inclusive

(in millions of dollars)

L Hi H H H

98.3: T2.5: 45.T: 55.8: 45.8 26.2 T0.01 B2.1

L] (] 1 H
H T 1 1 t 1937 i 1938
H i H H L 1 1 L
(1933 : 1934 : 19356 - 1538 July 1 Mar, 1 % S Budget
' ! 3 ! : %o , to |, Total ,"mt"
t ' 1 : ;Feb. 28,June 30, :
1 % 1 1 1 t
Emergency com- @ t : t i '
servation work : 14.3: 300.1:r 326.4: B570.2: 237.5 106.0 343.5: 330.0
] t t 1 t 1
Puh].in hiﬂh“ﬂ IEE-ET 221-5: 2?’*.?1 32‘-31 264.7T 91-1 EBEIE‘ 339-9'
1 % 1 i : i
Rivers and 1 1 t : t 1
harbors t116.1: 162.8: 201.0: 285.2: 171.9 115.7 286.6: 178.3
1
]

Publio buildings

1 1 t H ] 1
Reclamation 1 3 t 1 t 3
projects t 23.4:  22.6: 89.9: 4B.6: 34.1 33.8 €7.7: 67.6
1 :, 1 £ 1 t
CWA t =3 812.8: -1 - 3 - - -1 -
S S H | 1
FiiA L | TTuds 203.3: B568.6: 235.8 136.5 572.5: 214.0
H ] ] 1  §
WPA 1 =1 -1 = 11,305.7:1,306.0 B6B1.7 1,857.7: 1,500.0
1 1 ] ] i 1
Agricultural : t t ! 2 ¢
payments ] -t 247.4: 7T52.9: B28.3: 247.1 226.8 473.81 462.4
S | L] | H H
Resattlement z t 1 1 ] 1
.ﬁ.dminintntinn 1 - B - ] 9.8 10.01: 3.8 102.1 1065.T: 30.9
t ] % t 1 1
VA t - 3 13.41 3T.Bs 54.3: 324 16.3 48.T 49.0
H 1 H ] 1 i
FERA H L | ‘Hﬂ.Etl,BﬁT-ﬁt 476,81 3.6 - S.61 -
{1 | H 1 1 1
Othar t117.8: 301.0: 481.,2: 146.0: 152.8 111.7 264.6: klﬂ.ﬂ
Total IHE.E12,BE.'I..Bli,ﬂ'?-9!4,011-?‘12,6?3.? 1,616.7 4,194.4: 3,066.2

Recoverable items 56.6: 680.9:1,116.9: 356.8: 62.4 36.0 8741

y Excess repayments, deduot.



Table VII

Index of Per Capite Emergency Expenditures

United States average 1934-1936 = 100

(Fiscal years)

1933 1934 1935 1936

1937

New England 10.14  64.96 74.06 100.15
Middle Atlantic 7.86 64,48 97.48 116.88
East North Central 10.99  84.86 82.69 100.46
West North Central 17.54  98.18 152.96 93.26
South Atlantic 1/ 16.49 81.22 98.76 82.11
East South Central 13.40 83.08 120.71 Bil.ﬂl_

West South Central 15.25 B0.57 128.48 B82.27

Mountain 62.19 166.71 303.29 257.80
Paoifie 19.67 Bl.26 118.682 157.34
United States 14.13 Bl.80 111.81 108.82

101.78
126.91
116.30
160.25

B3.43

108.14

107.88
267.63

160.88

Excludi District of Columbia.
ng

Source: Computed from data supplied from Division of

Apcounts and Deposits.



Table VIII

Receipts from Sale of Farm Products
ineluding Rental and Fenefit and Soil Conservation Payments

(in millions of dollars)

1982 1955 1834 1985 1986

New England 45 147 167 178 202
¥iddle Atlantic %81 401 472 519 880
East North Central 787 881 1,089 1,317 1,808
West North Central 1,089 1,174 1,611 1,717 1,833
South Atlantic 401 B4 T8 736 T4
East South Central. 3B MR 4 W AR
West South Central 509 690 772 821 798
Mountain 246 280 381 462 476
Pacific 460 478 601 713 778
Grand Total 4,236 4,872 6,108 6,940 7,507

I
Source: Department of Agrioulture.
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Chart 10
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A Sumary Statement

The problem. Whaat can be done to prevent or minimize
the threatened boom and bust?
Are we reslly threstensd? Yes. Hecovery simes 1033 has beon

charsoterized by sustesined purchasing powsr arising from privets and
govertmeatsl sources. During 1955 and most of 1938, the price level
romeined almost unchanged, whish permitted & most heslthy rocovery
under # "moving equilibrium® of economis fmetors. Sines Septembor
1936 wholesels prices (B.L.3.) hava risem slmost 10 per cent, There
is reel danger of runswmy prices. The effect of rises fin wholeasls
prices will be strongly reflected in the cost of living within e

fow montha,

Then, unlsss firm sction ia teken, will come the race
between purchasing power (through farm, wage and rolief incoms) emd
inflated prices,—a losing rsce since purchasing powsr osn not keep up.
The inevitables result is s shrinkegs first of spending, then of [ro-
duction and employment.

If pricea get alarmingly out of hand socon, the oxpected
boom may never materielize. We may not witness e housing boom, for
sxample, if building materisl and labor prices continue to skyrockst.
(Ome index of bullding materiel prices stood st 97.6 in 1923, It
woe 108,8 two weeks ago.)

Many of these prices are being del iberately raised by

monopolistic devices.



What can be dmat Seversl alternatives are theoretisally
available, but aotuslly the choes ia limited. The jdministration hes
tekon aredit for halting deflstion in 1933, and for recovery to date.
It is politicslly impossibls to do a "Hoover® and let things take
their sourss. 4

Among the possible lines of action are the following:

1, Lat tha boom ride but getmady for the bust by im-
proving our rolief mechaniam. Widen the soclsl sacurity classes,
improve the employment services, begin on & flexible works progrem
fortified by further planning, eto. England's recent depression was
not nesrly sc severs s ours, and crodit is glven sl=oast entirely to
its developed scelal insurancs.

2. Use only the monetary controla but use thess to the
limit,--and if necesasry, ascurs new powera from Congress.

5. Establiash governmantal prics controls similsr to those
used by the War Industries Board during the World War.

4. Move in with sll the sxecutive and leglelative powars
end fight slong the whols front to keep prices down end buying powsr
upe

Whish plan seems best? I em frankly pessimistic sbout

#ll four posaibilities. WMo chengs has been =sde in the fectors which
gsuss oynlisal charmoter of business. Tha severity of the 1989-33
depresaion was dus to the deficit of purchasing power. This defislt
in turn wes largely msaribable to the ability of sonsentrated centrol
over industry to draw off encrmous profits, (some of which went %o

spooulstion and sxcess espacity), and to prevent lower pricsa snd



-

higher wages from taking up the slack of technological advance,
Concentration of control has inaressed, not diminished,
sinoe 1989,--and the La Follette Committes hes indiocated how repre-
ssntatives of meny of thess monopolistic emterprises mmet and sgree
on joint metion. Keep in mind that there sre high, M'H‘Efuld prices
in stesl, copper, lead, rubber, tin, sluminum, many building metarislas,
many offiee snd homs furnishings, slestriesl goods, and the producta
of hosts of other key and basic industriea.
Weintraub has shown a B0 per cent technologicel sdvanoce
sinos 1989,
Pricea, which reflect the degree of edjustment, are raplidly
approecshing the level of 1928, which was itself too dangercusly high.
Profits, in 1936, were adegquete. Earnings of large corpore—
tions in the lest gquarter of 1936 ware higher than the last guarter
of 1923, while many industries had higher profits than 1929, despite
the :I.;nr leval ur- U:llinlll sotivity. where will profita be in 15377
5 L Obviously the boom can not be ignored, 8o gourse number
ons is ™out®.
governor Egeles, in his recent statement, indicsted thet
the monetary devices slons oould not do the job. I agree. Even if
the price level wers atablilized, the controllsd monopolistic grouns
would drew off inordincte profits, and oreste unbalemca.
Ouvernmental prise comtrol must be avolded at all costs.

Wothing in the war or NRA experience warrants belief thst prices cen be
gontrolled within the demoeratic framework. Even in an suthoritarian
state the possibilities are limited. The very resl danger lies in

attempting prics sontrols, which leeds to more and more regimentation.



Binos the Frosident hes promised to make repetition of
1929 impossible, some line of sctiom should be guickly sgreed upon.
Hothing less than the full powsr of the govermment cam help, I fimmly
holieve. Incomplete mation and penmcess should be rejected,

4 posaible freme of referense for governmentel sction.

Saversl sssentiels seam to be pleinly Indieated,

Firat, the decision to mot muat be made socon, & decision
to wmge s continuous eampeign, with sttondent publicity.

Second, some mechenism must be devised for cenvosaing the
situation and bringing together the knowledge which the warious gov-
srnmantsl agensies have of both the danger and the devices available
for sction. A oabinet committes will not be sufficient. Some staff,
working for snd reporting dirsctly to the President, is nesdsd. The
Hational Planning Board coneept, contsined in the proposed recrgamiza-
tion, would be ideal.

Third; unified sction far hm mything sexhibited resantly
by executive depart=ents snd agencies will be required to coardinate
monstary and non-monstary activitiea.

Fourth, the cempeign must develop all politicel symbols
which will lead both to intelligsnt uses of executive powers and slso
removal of conditiona in our esoonomic setup which, like comsentration
of ownarship for example, sccelarate booms and depressions.

The symbols are &t hend. The publie will support exscutive
and leglalative action directsd to control or prevent

8. Higher cost of living
b. Inflation

@. Dapressions

4. Technological displecement
%, Monopolistie prectises,



All the mbove are involved in the present meute sfitustion. If s
oampeign were Wiilt around these mymbola, 1t would attrset ta it
many senntors and representatives, like Senatora Borsh, Nye and
Wheeler, who are at odds with the gfdministrstion on the Supreme Court
imsue., &

What weapons are aveilsble? Some of the price rises are

dus to monopolistis practises, some are dus to shortagea of supplies.

It wuld seem logical to try to affectmpply end demand
end also to work vigorously egeinst eontrolled prices.

Meny monstary weapons are at hend, snd ths fiseal officers
kmow how to affest markets end price levels.

The Securitiss Exchange Commission hes meny unused powers
for preventing excessive speculation.

Many extreordinary powera of exeocutive agenciesa would be
unoovered by a presidential astudy.

Three main sets of non-monetary considerations cen be noted,
as indicative.

First,—things not to do. The govermment obviocusly should
avoid progrems, such as armament, private ship building, and large
public works projects which intensify the demand for bi_l.iu oommodi ties
like asteel and copper. Governmental purcheses should be peared to
ita price polioy.

Second,—devices for medersting monopolistic prectises.

The snti-trust scts coms first to mind. PBut there ias, for sxample,
ths powsr to out tariffs up to 50 per cent. Meny ingenious texation

schames would help., Thare are avallabls, too, yerdsticks, encoursgement



of cooperatives, R.F.C. loans to small competitora, R.F.0. stook
purchases, specisl legislation snd publicity. Nearly every agenoy
would have information on momopolies and suggestions for combatting
them. Then, %o00,--the source of monopoly power is frequantly patents,
&and the patent law cculd be revised to protect inventors but to pra-
vent monopolistic ebuse.

Third,—~fortification of purchesisg powsr. PFerm incoma
needs guarding, and the Department of Agriculturs knows well what
instrumentalities it needs. Weges cao be sustsined and relsed by
{a) minimum wege legislstion for sweated ococupations and (b) atrongthening
of sollective bargsining. Both of these require sdditionsl legislationm.
Finally, the buying power of 18 million persons mow on relief cen be
sustained.

There should be a recognition of the comtinuing problem
of relief. But more than this, the progrem should be of & type which
woald parmit disemployed workera immedistely, without wmiting for

pruparizetion, to go on Federal work programs. Money spant in the
sarly part of a recession oan maintein purchasing powsr of the masses,
and provent the snowballing of unemployment.

A Plan? A quick canvess of executive agencies and informed
cutsiders would indicate the rough outlinpes of the problem. This
asould be schieved by a White House conferencs.

The President could then appoint a council, with a small
staff, to mot for him in essembling (e] information as to erusial
situations, (b) proposals by executive agencies for dealing with the
situstion, and (o) the necessities ma to nmew legisletion, particularly
as to monopolies, holding companiss, Federsl incorporstion, industrial



regulation, ete. The council ecould act, too, as a coordinating
body, perticulerly for testing non-monetary proposals ss to effect
on monetery measures.

The governmant could let it be known thet it was attacking
the threat of high cost of living by mttacking the monopolies which
are ralsing prices, thus endmngering further recovery. Fublieity,
publieity and more publioity mld check controlled price rises until
positive checks could be esteblished.

The "gouncil®™ could devise a worksble index of consumer
purchesing power, which would serve &s & beais for govermmental action
on wages, ferm prices, and relief expenditures.

By mershalling its full intelligence, govermment could con-
trol the price level through monetary powsers, it oould sssist further
regovery by ochsap monsy, it could atteck monopolistic high prices
with many executive powers, such &s teriff, texation, security regu-
lation, eto. At the same time it was hommering prices at the top, "
it could sustain purchesing power with adequate relief, end a
flexible works progrem that hed some permanence.

The funds for such & program could be obtained, and the i
budget balanced, by incressed taxation, particularly of excess profits

and highsr income texes on medium sized incomes.



PSF : Londvst<) g) Recsvece

Wonks ProcrEss ADMINISTRATION
WASHINGTON
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MEMORANDUM

T0s MR MARVIN MCINTYRE
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FHOM:  KATHRYN GODWIN

This 1s Mr. Ecclese' memorandum to the
President which Mr. Hopkins has asked me to

£

Kathryn Godwin,
Executive Assistant.

return to you.



How to Prevent Another 18529 in 1940,

On l reasonably optimistic forecast, industrial production will
rise to 145 by 1940, compared to 116 now, With this industrial sotivity
unemployment would be reduced to mbout 4 to 5 millions in 1940, (Figure 1.)

" To provide work relief mnd direct relief to these still unemployed
in 19#’.‘1,- and to oarry forwerd the administration's program to reise the
stendards of living of those at the bottom of the heap, including action in
the fields of scoisl security, ever-normal granary, natural resource cone
servation, farm tenancy, and possibly public medicine and education, would
require continued "emergency"expenditures of 4 1/4 billioms in 1940, in
addition to expenditures of avout 3 1/2 billions for reguler services. A
Federel budget of 7 1/2 to 8 billicns must therefore be regerded as mor=
mal during the years shead, (See Tables 1 and 2,)

The millions unemployed will cemtinue o ebjeet to starving om
private or local charity, It will continue to be a practienl politioal
necessity to make adequate Federal provision for them, But unless Con=
gress and the gn.ncrnl publie are brought to understend and agree with the
need of continued heavy expenditures, the conservative pressures to re=-
duoe government expenditures will be always at work, These will aim first
&t reduced spending and next at reduced taxes on the rich, They produce
Congressional sniping both at emeérgency expenditures and at regular govern-
mental establishments. The outs made in the Senate in the budget estimates
for Sooial Security and the Central rsntistiul Board are illustrations,
Unless it is checked, this will inorease in intensity as recovery Progresses,

Far more important than the politiecal necessitles, are the economie

reasons why Federal spending must continue, These are outlined below., The
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economic arguments may prove more persuasive with the general public tnan
the politicnl ones.

1. mbmuﬂmﬂmmm-w.

Federal revenues rise faster than business activity., If presemt
tax ratves are continued and recovery ocontinues as forecast above, Federal
revenues(other than Social Seourity taxes) will exosed expenditures in 1939,
and will provide a margin of over one billion dollars for debt retirement
in 1940, (Figure 2) (If Soocial Security taxes under the present law are
inoluded in the receipts, the excess of revenues over expenditures would be
1 1/2 to 2 billions in 1940,)

2. Ir Eruunt taxes and lﬁiﬂg are continued, the next depression
a rred or rated,

Oversaving blows up the bubble for depressions to burst, Oreat ine

oresses in personal savings took place in 1922, 1925, and 1928, (Figure 5.)
Corporation savings also made peaks in those years. Production of durable
goods was overdone in 1923, 1928, and 1929, and each time u ..muh followed,
(See Figure 4.) The amount of oversaving after 1926 was so great it spilled
over into vast security speculation as well; this blew the 1928-1929 bubble
8tlll bigger, and helped make the orash more devastating,
- Reduotions in income taxes contributed to oversaving in the decade
| of the 20's, 1In 1919 and 1920, the Federal Govermment was taking 10% of
national income. MAs business activity end incomes inecreased through the 20's,
tex rates were redusced, wmntil by 1929 only 5% of national income went to the
Government, The margin for saving in the highest income Eroups expanded rapidly
: through the 20's, and oversaving, overexpansion of capital gooda, and de=
prossion followed,
Durable goods have now caught up with consumer goods. Unless cone
sumer goods speed up, continuation of the recont expansion in durable goods
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will earry them above goods for oconsumers, In the past such an excess
has led to depression in 12 to 18 months. (8ee figure 5.)

fontinuation of present tax rates as rocovery progrosses will
help prevent oversaving, will defer or moderate the expansion in durable
goods beyond the capaoity of consumers to buy thelr -ur:.rtpu'l;, mﬁ so will
defer future depressions or lessen their intensity. At the same time,
continued Federal spending, both for tronsfer of incomes to low-income
groups and for services for their use, will direetly increase their
ebility to consume. Both the poliey of taking income from the top, and
the poliey of injecting income at the ‘bn‘atm;l, eontribute to stabllity mﬂ
tend to prevent or moderate depressions. (8ea Figure & for the relative

amount of this income transference,)

Egﬂutiam on long=time Federal finanoial policies,

In view of these facts, it may be suggested that in disoussing
these matters with your finsncial advisers, the following elements of
long=time Federal policies mipht be conaidereds
1., Maintain present rates of income and other Federal texes.

a., If found necessary to prevent ovarsaving by corpora-
tions, the present tax on undistribubed corporate
surpluses might be made still heavier on large or
wealthy corporations. i

b. Existing progressive income taxes would be made still
more effective in preventing oversaving if they were
colleoted currently instead of a year late. (See figure T7)

2, Balanoe the budget by increasing revenues, not by reducing
expenditures,.
As already poimted out, this can be done without any fur=

ther inorease in tax rates, and after 1938 Federsl sur-
pluses will be available for reducing the publio debt.
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E.. Frepare plans, blueprints, and speoifioations for heawy
public worksj but durlng years of prosperity start only such works as
are needed for immediate or emergency uso (sohools, fleod-prevention, eto.);
hold in reserve all works that oan be deferred, ready to swing into fast aec-
tion in periocds of business recession.

Cutting down publie works as prosperity returns will help
gounterbalance the increase in durable goods resulting
from private savings; expanding them in recessions will
help cheok depression.

4, If world conditions foroe us to engage in a new armament
race, roduce publie spending on somparable heavy construstion to the ex=
tent needed to balance the expansion in armament oonstruction.

Overexpansion in plant %o produce steel and metals beyond
the continuing needs of the country lends to great shock
when the temporary needs are filled. If battleships and
gteel bridges are made alternates, this upsetting influence
cen bo some extent be prevented.

6, Expand snd explore the social gorvices and contributiona
that inoromse the buying powsr and the consumption of low-income groups,
especially in low-income areas.

Modern soolety drains off inceme into industriel and
metropolitan centers, and leaves pecple elsewhore un=

able to share in the product., Heavy md increasing
Federal grants to old age snd other pensions, soil con=-
servation, ever-normal granary and A.A.A., tenancy re=
form, vooational and other education, publie health and
public medicine, etc., can correct this geographio mal=
distribution of income, and cen improve both the consump-
tive power add the productive power of the underprivileged.

6, Readjust Social Security taxes so as to put less pressure
on low=-income Eroups. :

While other Federal financial operations teke income
largely from the top to redistribute at the bottom,
Social Seourity as now set up would for many years
take away more spending power from low=income groups
than it retwrns to them, (See—Pigwee-iy) In 1940,
it would take millions from them, md retwrn only
millions to them (assuming that the final in-




cldence of payroll taxes is on wages.) Regular Federal
taxation is ample to carry a good share of soeial security
expenditures, As future modifications of the social se-
ourity program are worked out, the ocurrent burden of
their taxes on low incomes should be reduced, while our=-
rent payments might be increased, so ms to make this pro=
gram toc help spread more buying power at the bottom,

3-111.5 points for cmu and the conservative publie,

1, B8tabilized prosperity is better for everyone than alternate
feast and famine,

2. Stable moderate incomes leave large income-tax payers more
net income than much bigger profits and losses,

Unele Sam takes a large slioce of the taldings in fat years,
but pays back no refund on years of loss., An individual
income averaging §500,000, but varyins betwsen $1,500,000
and a loss of $500,000, leaves the individual but half the
average income after paying present income taxes that would
be left by an income averaging $250,000, but warying yearly
bﬂt‘“ﬁn ﬂm.ﬂm and *m‘tm‘t

3. Gradual progress without sevare depressions will earry us
to higher levels than oould be reached with recurrent recessions,

The sustained higher levels of industrial activity and
production will provide larger averaze inoomes after
tax for the upper groups than they otherwise could en-
Joy, end et the same time will provide the wherewithal
for enabling the low=income groups to share in the Am-
erican way of life, ms promised in the President's In-
augural Address,
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Fig.2
FEDERAL RECEIPTS AND EXPENDITURES
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SAVINGS AND INCUSTRIAL CAPITAL FORMATION
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Figs.

FACTORY PRODUCTION OF DURABLE AND NON-DURABLE GOODS,
AND RATIO OF FORMER TO LATTER, I1919-36
ADJUSTED FOR SEASONAL VARIATION ( 1923-25=100)
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Fig. &

REDISTRIBUTION OF NATIONAL INCOME,ACTUAL 1929, AND PROPOSED 1940
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Fig. 7
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Table 1

Estimated Recovery and Relief Expenditures (exelusive of
expenditures by loaning agemoies) for 1957-1940 on the
Assumption of Comtinued Even Reoovery.

m and mlllﬂl‘li[rlllliill"llllllillli'ltll'll
nir“t miﬂliiililii']lii'lllili!tilii

Soolal Security: 1/

hq‘lm cup“t‘-tm---«----.----
014 ‘G. "dm'i.-.---illilitiiili-
Aid to dtpndant ﬂhiIdMInlnlliillil“l-

Agrioulture:

m'II.‘lll'Iiﬁ.l.llltl"l..l!'..ll!'l'

Farm Security (Resettlement, eto).....
Soil @onservation and Forestrycenssses

ccclIl"l!ilIlit'lliliililiid--illiiuliilt
National !m"«ldl------1-----------:-.-

tm"i-lln'I-t-il'll;|iiltilil¢l|liiirnl|i]

1/ Theee are rough preliminary estimates,

on more detalled estimates,

c‘l.‘-m F-r'-""--i-l——-----
1937 1938 1939 1940
T (mi1TTons of dollars)

2200 2000 1800 1500
288 240 190 160
288 7200 1990 Tes0

- 260 600 T26
386 410 450 600
B0 100 100 100

456 760 1060 1325

B0O 600 50O 600
260 260 260 2560
100 100 100 100

480 390 500 240
42 58 30 24

4295 4278 4220 4129

subject to major revision



Table 2,= Federal Receipts md Expenditures, to 1840
by Fisonl Years endihg 0,
(Millions of dollars)

Ttem 1052 TOSS 1980 Y06 Yo% YOSV IU%5 YW IGes IoiT —

A, Eecelpts:
Other than Sooiel Ssourity 2,008 2,080 3,116 5,800 4,118 5,505 7,800 7,900 5,300 6,600
1,100 400

Social Seourity taxes 28 636 BEG
Total receipta e,0086 2,080 3 8 3. 800 & 6 B,008 7.5%85 ©0.TBEG

B, Expenditures;
1. Rooovery & relisf ( )
8, Thru leaning agenciss(net T68 1,277 1,668 177 3 y'ilﬁ (200 50 1/300 y':m
be Pl ApW.Pohjhil;B0ainl So- _1;‘3 _1.."2
ourity,C00,Resettlenant,
Ha¥als
Total

£. Regular govermment service 3,973 3,404 B,462 2,641 2,977 8,897 3,500 3,600 3,500 3,600
&, Debt retirement 415 462 360 ET3 403 406 '
4; Adjustmont ocompensation
Total sxpenditures

Bl
Preliminary estizates after 1937, subject to complets rovision,

y Hot resovery.
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DEPARTMENT OF COMMERCE _57'; / ,@t,
OFFICE OF THE SOLICITOR i
WASHINGTON
March 27, 1937.
Hon. Stephen Early, i

The White House,
Washington, D.C.

Dear ¥r. Early:

Attached hereto is a memorandum dated March
twenty-slxth from Assistant Secretary Draper to Secretary
Roper with reference to labor policy.

The Secretary has not seen the memoreadum
as he will not return to the city until March twenty-ninth.

As Mr. Draper's memorandum refers to the
Rodgers Bill recently introduced in the Pennsylvania
Legislature, I thought perhaps you might be interested
in having his observations before you today.

Sincerely yours,

Solicitor.

at tml;\hmnnt




March 26, 1937

Tosz Secretary Roper

From: Ernest G. Draper,
Aeglstant Secretary.

Subject: Discussion of a Netional Lebor Policy.
, :

So meny requests from business men throughout the country, asking
for informetion with reference to the peseibility of improving our
national lebor policy, have been received by the Depertment of Commerce
thet we have been meking an intensive study of the problem. After all,
healthy lebor relations are just as much the concern of mensge-
ment &8s of lsbor. On this account, the Department of Commerce feels
thet it bas a responsibility in this maetter which cennot be ehirked.

The problem is so meny-gided that it is not the purpose cf the
Department to advocate any definite plen. However, we see no hera in
st.uda;ing ghe problem at close range in the hope that some worketle plan
may be developed. In this comnection, it has been brought to our
attention thet the sctivity of vericus groups in different states forn
the baesis for & possible policy which might be edopted on & national
scale. For instance, we understend that recently there has been intro-
duced in the legislature of the State of Pennsylvanls a Bill for the
bandling of lebor disputes, called the Rodgers' Bill.

Although this Bill is designed to meet the needs in the State of

Pennsylvanie alone, there are in it meny desirsble features which might
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be incorporated in a Federal bill. The emphasls of this E1ll ig
placed upon voluntary conciliatien, voluntary mediation, discizlined
and responsible organizations of employees, diseiplined and faiz
employers, the frank acceptance by employers of collective bargeining
and the right of employees to joln, free from coercion, organizetions
of thelir own choosing.

The spirit of the Bill indicates the necessity for a glve-end-take
ettitude, in which the chief aim o be always held in view by both
sides is fair play. The Bill follows closely the prineiples that
have slreedy worked so successfully in the reilwsy field, but with the
important difference that it is adapted for use by industrial compenies
rather than by great public utj.l.utiaa like the reilroads, whose problems
in some particulars call for a different type of treatment.

This Bill containe provision for establishing four different
agencles, whose servlices mey voluntarily be employed whenever an
industriel dispute erises. . |

A State Lebor Relations Boerd is provided for, comsisting of five
members appointed by the Governor. The services of this Boerd may be
requested by elther wplmr‘ or employees, or the Board mey proffer its
u.mim;n in cmcﬁm with any of the following types of controversies:

(1) Any dispute es to who shall constitute the properly

llnnthuriud representatives of wplmn.a;

(2) Any diepute arising in connection with the making or

meintaining of an agreement covering wages, hours or
working conditions;




(3) Any econtroversy concerning the application or interpretation

of an existing agreement;

(4) Any other controversy which mey lead to a substantial

interruption of employment.

On questions of employee representation, the Board's procedure
is to investigate the sise of the employee group which has authorized
representatives to speak for it. If necessary, & secret ballot may
be conducted to determine what representation is desired.

In desling with controversies over the making or maintaining of
an agreement, the Lebor Relations Board will act as a medistion board
in its effort to bring about an agreement. If efforts to setile a
dispute through mediation fail, the Board will then attempt to induce
both parties voluntarily to submit their controversies to artitration.

For arbitration purposes the Bill provides thet a commission shall
be appointed with three or six members. Each party to the cispute is
permitted to have equal representation on the Commission of Arbitration
and these representatives shall jointly select the neutral member or
members. In submitting questions for arbitration, both parties shall
agree that the sward is to be final, wvalid and binding, and that what-
ever award ls made will be feithfully executed.

In the event one or both refuse to submit their differences to

arbitration, the Lebor Relatlons Board is empowered to recommend to the

Governor the creation of & specisl Fact-Finding Board. It then be

comes the duty of this Fact-Finding Board to investigate ell circum-

[l
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stances surrounding the controversy and to recommend the manner in which
the dispute should be settled.

The Bill specifically provides that it shall be the duty of both
uploydu and mansgement to give these agencies an opportunity to
complete their efforts to bring about a satisfactory settlement,

No chenge is to be made in the conditions out of which the controversy
arose except by agreement of all parties concerned until thirty days
after a report is made by the speclal Fact-Finding Board. No individual
employee, however, shall be required to render lebor or service with- .
out his consent, nor shall the withdrawal of his lsbor be considered an
illegal ect. Provision is made, however, that it shall be the legal %
obligation of both employee and employer, after they have once woluntarily
consented to invoke the services of the mechinery established by this
Act, to cooperate fully with theee agencies in the manner preseribed
before they resort to any erbitrary method or compul sory process to end
the controversy or to obtaln en advantage in its final dé't-bmination.

A fourth agency is to be created when necessary for the settle-
ment of any controversy over the applicetion of en existing agreement
or any grievance of eny individual employee or group of enployees.

The Lebor Relations Boerd is authorized to request the parties to refer
a controversy of this type to & Board of Adjustment composed of equal
representation of both parties. If the Adjustment Board fails to

arrive at a satisfactory settlement, a neutral chairman may be appointed,

in which cese a decision of the majority of the Adjustment Board shall
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be final and binding upon both parties. If desired s this Boerd mey
be esteblished as a permanent agency for dealing with grievances as
they may arise,

Should either party wish to alter an exieting agreement, a
thirty-day notice shall be glven, nut.l.i.g;; the intended change., 1In
the event a controversy develops, it can be referred for settlement to
the Lebor Reletions Board ecting as a mediator. If mediation fallg,
the controversy cen then be referred to a special Feact-Finding Boerd
which functions in the seme menner &8 in the settlement of disputes
over the making or maintaining of an egreement,

Whether or not there is in this Bill, or others like it, the
seeds of a more satiefactory edjustment of labor disputes, the fact
remeins that the lines along which this Bill attacks {he problen seem
to be clear and free from undue favoritiem either toward lebor or
towerd menagement. It is for this reason that the Department of
Commerce is particularly interested in its point of view and hopes
that its major features mey be brought to the ettention of the President,
It is also hoped that, if the President decides to have Iini‘nrnal
conferences with Government officials about legislation of this char-
ecter, the Departwent of Commerce be permitted to have & representetive

at these conferences.

Tty g



PROPOSED LAW TO 3ET UF AN
IRSTROMENTALITY TO INFOAM THE
FRESIDENT OF THE ECONONIC STATE OF THE

NATIOR ARD TO PROMOTE INDUSTRIAL PEACE




THE PRESIDENT

NATIONAL ECONOMIC
BOARD
COORDINATOR FOR COORDINATOR FOR | COORDINATOR FOR
INDUSTRIAL LABOR RELATIONS AGRICULTURAL
COOPERATION COOPERATION
COUNCIL FOR ECONOMIC ADJUSTMENT . COUNCIL FOR
INDUSTRIAL PROGRESS COUNCIL ABRICULTURAL PROGRESS
'Committees for ah.;y of 1. Classification of Industry " Committees for study of
rugulatnry needs 2. Determination of appropriste regulstory needs of
industry and industrial labor standards agriculture and
labor (8) by industry agricultural |abor

(b) by sections
3. Formulation of techni
and standards for
industrial peace



A BILL

Tn!‘umlnhplnnmdpmﬂdurntopmhth‘
‘?moﬂn welfare of the Natlon, including
the broader diffusion of purchasing power
for the genersl welfare of the pesople; the
diminution of unemployment for the security
of the Nation; to promote industriasl and
agricultural peace; and to emable the
Fresident to carry out more effectively his
constitutional mandate to report on the
ptate of the Union.

Be it epacted by the Sepate apd House of
Bepresentatives of the United States of America ip

Congreps sgsembled, That (a) in the Executive Bramch
of the Government a National Economic Board is hersby

created which shall consist of nine members, in-
cluding the Secretary of Agriculture, Secretary of
Commerce, and Secrstary of Labor, who shall be mem—
bers ex officio, and six members appointed by the




President of the United States, with the advice
and consent of the Semate. Two of the six
appointive members of the National Boonomic
Board shall be representatives of industry
(ineluding msnagement and labor), two shall be
reprosentatives of agricultural interests, and
two ghall be representatives of the publie
interest..

(b) The eix members of the Natiopal Ecomomic
Board appointed by the President and confirmed, as
aforesaid, shall devote their entire time to the
btusiness of the National Economic Board and shall
each receive an annuel salary of §10,000 together
with actual necessary traveling expemses.

(e) Of the six members thus appointed, one
shall be desigmated as Ceneral Economiec Coordinator
end shall act as Chairman of the National Economio
Board; one shall be designated as Coordinator for
Industrial Cooperation; ome shall be deeignated as




Coordinator for Agricultural Cooperation; and ome
shall be designated as Coordinator of Labor Relatioms.

DUTIES AND POWERS OF THE BOARD

Sec. . (a) The National Economic Board shall
make recommendations to the President om the econmomic
state of the FNation, in order that he may recommsnd
to the Congress such measures as he shall judge
nacessary and expedient to promote the genersl wel-
fare. The Board shall also seek the cooperation of
the various elements of industry and agriculture in
the setting of reasscnable standards of work and working
conditions. Meetings may be held at any time and at
any place within the confines of the Unlted States
at the direction of the President, or at the call of
& majority of the members of the Board.

(b) The National Economic Board shall make an
annual report to the President upon the administration
of this Act, and such report shall be printed as a
public document.




(¢) The Coordinator for Industrisl Cooperation
and the Coordinator for Agricultural Cooperation
shall each, with the approval of the Board, establish
a Couneil representative of the various slements of
his economie sphers, and shall establish a Buream of
Planning for such sphere.

(d) The Board is suthorised and directed to
make a continuing study of the National wealth, the
sources from which it springs, the chammels through
which it flows, and the uses to which it is put,
with a view to formlating such plens and recommending
such legislation as may be necessary. (12

(e) The Board shall appoint such persomnel as
it requires, provided that all such personnel be
appointed in mccordance with the Claseificaticn Act
of 1925, as amended, and subject to the provisions
of the Oivil Serviee Laws, with the exception of
such administrative and special experts, including
attorneys, as shall be determined necessary to the
Board, In addition, the Board may utilisze and



authorize to be utilised such unocompensated advisory
services as it may deem fit, and may suthorise the
employment of special experts or other temporary
smployess on a per diem basis not to exceed the re-
quirements of existing rules and regulations governing
the employment of such employees.

(f) The Board shall be authorized to eall upon
all other branches of the Oovernment and all fact—
finding agencles of the Covernment for such informa-
tion as they may have available or which they may
be able to supply with the personnel and facilities
at thelr respective commanda, and which information
the Board deems mecessary or proper in the perform-
ance of its dutdes. If statietical and other informa-
tion 1s pot awvallable, the Board may suggest that
facilities be provided in the proper Covernment
agencies to obtaln such data or information, but
shall not establish within the jurisdiction of this
Aot any fact-finding agency which can be comprehended
within the intent of any other regular Department of



the Government.

(g) The Board shall be suthorized to call con-
ferences of members of industry, sgriculture, labor,
and other elements within the respective sconomic
groups, Jointly or severally, nationslly or reglon-
ally, from time to time, with a view to ascertaining
the exlsting economic conditions in the respective
industries, trades, or groups, and for the recommen-
dation of appropriate standards of employment and
trade practices, for the determination of industrial
boundaries, and for the recommendation of leglslation
when desmed necessary.

(1) In calling confersncés nationally or re-
glonally for the formulation of programs for wvolun-
tary cooperation, for the determinatiom of mediationm
ptandards, or for the formmlation of suggestiona for
legislation with respect to a particular industry
or industries, the Board may deslgnate representative
members of sach industry or industries snd of the
employess thereof, not exoeeding two from sach group



interest, uwﬂ-mmﬂmmm
the period of such service. Each such representative
ehall be eworn in as an employes of ths United States
for the period of service, not sxeseding 50 daya,

and ghall be entitled to recaive traveling expenses
and per diem compensation within the provisioms of
existing lawa.

(1) The Board shall sooperate with Federsal,
State, and local officials insofar as such coopera-
tion mey be desmed necessary or helpful in the
attainment of the objectives of this Act.

(1) The Board shall maintain its prineipal
office in the Distriet of Columbis, end shall have
an official seal which shall be judicdally noticed,
and may designate appropriate insignia which shall
be officielly reglstered as the property of the
United States, and which employers shall be priv-
leged to display in their place of businsss or
on thelr products if in woluntary complisnce with
stapdards approved by the Board,



*{k) The Board is authorised and directed to
Il.h' l\'l.'l':l'lrl, studies, and investigations of all
problems relating to employment in industry,
agriculture, and commsroe in the United States
with a view to formulating such plans and recom—
mending such legielation as may be desmed nscespary
to obtaln an economlc balance.

(1) The Board shall make such expenditures
{including expenditures for rent and personal ser-
vices at the seat of govermment and elsewhere, for
periodicals and books of reference, and for printing
and binding) as are necessary to executs its functioms.
There are suthorized to be appropristed such sums as
may be mecessary to carry out the provisions of this
hot,

COOPERATION FOR INDUSTRIAL PEACE
Bec. 5. (a) It is hersby declared that in the
interessta of the genmeral welfare and in the interests
of the conservation end protection of the people of
the United States for the common defense of the Nation,

- -



no individual, corporation, or assccistion shall
employ another person for more than a reascnable
work week nor for less than a reasonable minimum
living wage.

(t) The Coordinator of Labor Eslations shall,
under the directlon of the Board, set up a Labor
Adjustment Council composed of an egual pumber of
representatives of management and labor, respectively.
The duties of said Council shell be to formlate and
publish what it deems to be reasonable working periods,
reascnable minimum wages, and reasonabile working con-
ditions in any industry or section thareof or geographic
area wherein a dispute has arisen. In case of dispute
or threatened dispute, the Coordimator shall fix a
reasonable parlod of tfl.-, not exceeding ninety days,
within which the disputants shall be requested to take
no action of strike or lockout; and within which period
of time said Coordinator shall investigate all the
facta surrounding such controversy and make his recom-
mendations for the peaceful settlement thersof.



(e) The Coordinator of Labor F;lltfam, under
the direction of the National Economic Board, is
authorized to withdraw from any employer not operating
in conformity with standards set up under this Aot
the right to use the Insignia of the Board, and is
authorized to appeal to any District Attorney of the
United States for the operation of this provision.
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II'IUE know, I am not a poclitician and perhaps
I am not familiar with the methods and tactiocs of the politicians,
I am not familiar to what extent those parties can influence the
majority of the American people, but I believe that I know
something about the aims and methods used by the enemies.
Yesterday I v ly conveyed the rumors whioh are exist in
Wall Street I believe the rumore are well founded, if
those rumors are true you will understand why I am worried. The
plan is the following:

They are anxious to create a few "black Fridays"”
and a few o8 during the summer months for the purpose of
damaging the Administration. It is an open seoret that the
public 1s already in the market and they are on the road to go
to the sky's limit, Some of them don't sell their securities
because they are worried they will have to pay heavy income
taxes out of their Eru!itl -- others don't sell because they
have a belief that hing ie going up." There can be mo
question about it that many pools are now upnrlting in Wall
Street and they are tipping off the investors in the same way
as they used to do it in the olden days. It is true that they
are handicapped by various regulations, but nevertheleass they
are active., It is also very well known that our securities
have been bought in large quantities by foreign interests.

Bome of these foreign interests believe that our prosperity

has come to stay, but the majority of them have invested their
money here because they are afraid that their currencies are
bound to depreciate sooner or later. The Wall Street manipulators
are oonvinced that after the election in Franoe the new Govern-
ment will be compelled to go off the Gold Standard and that will
mean the breaking down of the Gold bloe currencies, Once this
is accomplished the foreign interests will no doubt commence

to sell their securities and divert the proceeds to their om
countries, If this should happen the boys in Wall Street will
no doubt be ready for their plan of oreating a panio.

' As I mentioned above, it might only be a rumor,
but from my negotiations with the 'Big Shote" I feel that this
rumor should be considered as a serious one.

The same "Big Shots" are hoping for a big ocrop
not only in this country but eve ere else outside of America
and should that happen the "Big Bhots™ will be in an excellent
poeition to depress prices and to hurt the farmers. It i1s rather
strange that in the olden days a big arog meant prosperity, but
today a big crop unfortunately does a lot of harm, ersonally
have no idea or suggestions to make of how to proteoct the
American investors against the ruthless manipulators, but I feel
that somehow serious thought should be given to the possibility
of such happenings,
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I spoke to some of our friends on the subject and
they are of the opinion that the investing lic is stronger
than the organized pools and that the "Big te® have no
chance for the time being of creating any panics. I am inclined
to agree with our friends to a certain extent that this is the
oase, but on the other hand should something unforseen happen
in Burope I am reasonably sure that the "Big Shots" will in
a splendid position to do a great deal of harm.
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April 15, 1937 ¢

MEMORANDUM ON THE ECONOMIC SITUATION

During the past five months, desplte temporary interruptions
baceuse of strikes, American industry bas been cperating at a
high rate. In terms of physlosl output of goods, production during
the past five monthe hee been plmost s large es the average in
1929, The only importent industries whioh sre lagging to any
morked extont mre privete bullding end some of the Industrlies thet
make the meterisle ueed in bullding. It is obvious that private
indugtry hes stteined considersble momentus.

{Bea Chart I)

Employment

The momentus attained by privete industry has been reflected
in the employment gltustion. EHe-esployment has proceeded repldly.
Totel employment in ell non-sgricultural cccupstions (menufscturing,
mining, traneportation, public utility, professional sarvice and
epervice industries) is only sbout one milliom less at present than
ot the pesk pariod in the spring of 1929. 8ince the trough of the
depression in early 1932 it is estimated that about eight million
workers bave been re-employed in non-sgricultural ocoupatione. This

is & minipup estimete.

Despite the re-absorption of this large number of workers,
there is considersble unemployment dus £o-the growth of the total
population of working ‘age since 1930, which is estimsted to be
epproximetely 3 millione. Among the unemployed i8 & sizesble
group of persons who are no longer employsble in regular competitive
industry. The result is the anomalous situstion of shorteges of
skilled lebor in certein mechanieal trades and in bullding con-
struction in some parts of the country, coincident with o large
number of unemployed.

Produstion

um;.u“ the fact that the population of the United States is now
neLr per cent greater than the average of the years 1923-1929
Muhjmrtmptﬂmlt-uhnmnmmmtwm
than in those seven years if the goods avmilsble per persom is to be
equal to the emount then eveilsble. Industrisl production during
the past four months bas been et & rate which is about 10 par cent
in excess of the aversge for the years 1923-1929.

(See Chart II)
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This current high level of production comes st the end of &
long depression period, during which impertant deficiencies
sooumuleted in the mation'e supply of goods. The mccumulated
depression deficlency in consumers' goods is very much smaller
than in durable goods. Total production of consumers' goods
between 1350 mnd 1986 spproximsted 94 per cent of the average for
the seven years 1923 through 1929; while the production of durabla
goods wap only B2 per cent as large. Weepshile, a part of the
existing supply wore out or became obsolete. Now demand is coming
in with & rush. It is importent to note, howpver, that this lerge
demiind became effective only very recemtly. This i& perticularly
true in some of the durable goode industries.

' are being produced at & relatively high rate
and for the most part the current larger needs of the nation are
baing met more adequately than are the demends for producers’
goode. Some consumers' goods are now belng produced at a much
higher rate than in the decade of the 20's.

For example, during the lest four monthe textile fibers were
made into cloth mt m rate at mbout 25 per cent greater than the
annunl aversge in the years 1823 to 1929. The output of shoes
wus 50 per cent greater, and the produstion of tobmeco products
was 55 per cent greater. Moreover, these industries operated at
a relatively high rate during the past two years, and have probably
gone far toward supplying such deficlencles s have exieted.

The main exception to the high rate of production in consumers'
goods for immediate use 1s food. Due to the drought and other crop
limiting factors, the quantity of food produced for domestic con-
susption during the current crop year, as reported by the Department
of Agriculture, 18 about 8 per cent less per persop than in the
average of the pre-depresaion years 1925 to 192%. In particular,
supplies of meats, ogge and potatoes are gmaller than in the 20's.
The principel increases in the svallable supply are in canned
fruits end vegetables.

Another group of consumers' goods that has been feeling the
effects of recovery are certain durable goods, namely, sutomobiles,
furniture, curtains, rugs, refrigerators, radice end household
equipment. Most of these industries, with the exception of muto-
mobiles, produced a larger volume in 1956 than in the 20's. Thelr
employment is et present near the highest 1“117 on record. It doss
net appear that production of durable consumers’ goods has yed

gupplied pll pecessarv replacesents spd pew demsnds. We have remson
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tahlinnthutthninumurthw-mﬂlmlmr-nhn-d
families will incresse this year and that this will result in a
further incresse in the demand for these dursbls consumers'
goods, as well as for clothing and other goods for immediate
consumption.

Fecent studies of family expenditures by the Bureau of Labor
Statistics show that sany perceptible increase in the income of
the wage earmer and lower-galaried city families mesns a proportionately
larger incresse in the demand for durabls consumers' goods.

The :I.nmnuinrlmmlncfthmtfnrum ghould be most
marked in housing. Recent figures of the Netional Bureau of
Economic Research show that the total number of fomily dwelling
mits built in wrban areas in the seven years 1923 to 1927, totaled
nearly 5,700,000, In the first seven yeare of the present decads
(1930 t2'1936) only 1,100,000 dwellings, or less then one-fifth
88 many, wers provided. Due to obsolesecence it is quite probable
thet American families ars not &g well housed todey as in the
decade of the 20'g.

The potentiel demend for durable consumers' and producers’
goode, which should become effective in the not-dietant future,
hag n definite beering on the productive capecity of our factories
lmdtun the :dbility of the traneportetion and service industries to
meet our needs,

Prices and Labor Supply

The factore in the present situstion that might prevent main-
taining production at & level which will make poesible the replacement
of tbe nation's depleted supply of goods are the price situstion
and the labor supply.

Altho the eggregete eupply of labor availeble is much
larger ﬂunuﬂ any anmrpmdin; period in the pest, certein bottle-
necke will continue to appesr unless epprenticeship and re-training
ie lmm;
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The present wholesale price index is approximetely 8 per
cent below that of April 1929. It is almost 50 per cent above
April 1933. The prices of many individual commodities, however,
ere today higher then in 1929. (See Charts III and IV)

Mthough textile products are et B5 per cent of thelr level
of the spring of 1929, woolen goods are sbove the 1929 level and
cotton goods are elmogt &8 high., Both of theee industries are
producing at record levels. Many mills have orders booked for

‘months sheed and profit margine ere wide. Knit goods end silk

and rayon prices, however, ere much lower than in 1929, Metal
producte as a group are about & per cent below their 1929 levels,
end thelr rate of output is aleo high end orders are piling up.
Iron and eteel prices are sbove 1929; steel sheets by B per cent,
end gteel screp by more than one-third. Building meterisl prices
ere &g high now ae in the spring &f 1929, Lumber is at 108 per
cent of the 1929 level, structural steel is at 118.5, brick

and tile at 97, &nd cement at 103. These prices did not decline
as such eg others during the depreseion end bullding activity is
still relstively low,

The marked incresee in wholessle prices is the result of
four factors: (a) & legitimete demsnd for the replacement of
depleted stocke of goods, (b) speculative sctivity, (c) the
inebility of certain industries to expand output without
resorting to the use of less efficient plants end equipment, and
(d) wage rete increeses. The situstion has become particulerly
scute beceuse of the fact that the unfilled demend in seversl
industries appeared relatively suddenly during the past year.

In the lumber industry, for exsmple, the incresge in demand hos
found the industry with negligible stocks of good quality lumber
and consequently an inability to meet the requirements of the
market. In the non-ferous metnl industries the abnormal demend ,
erleing in part from war needs, has crested the sdditional factor
of speculative buying and storage for future needs.

A particulerly significent illustration of the price situation
is steel sorep. Since the beginning of 1936 sersp prices have
increased 63 per cent. Thie rise in price is dus primerily to the
Increesed domestlc demend. However, forelgm exports, although
equal only to 13 per cent of total consumption of purchased serap
in the United Stetes, have been an importent factor in this price
rigse. Exports are now 34 times se large as in 1929. The incressed
demend from abroad hasg come primerily from Japen, Italy snd the
United Kingdom. Higher prices for sorep affect especially a group
of smaller stesl producers who have no iron ore nor blast furneces
end who must buy serep et moderste prices in order to operate at &



’

¥

]
s

=5-

profit. It appears that there has been some speculetion in steel
ecrap. During the past few days prices have weakened for the
firet time in many months.

The increase in wholessle prices has not yet been fully
reflected in the cost of living. Between June 15, 1936 and the
precent time the cost of living hes risen by only ebout 2.5 per
cent. The increase in the cost of living has lagged becauge of
the reletive slowness in the advence of rents and the fact that
meny of the producte purchased during the current months were
purchased by distributors at the price level of the summer and
eutumn of 1936. Present indicetions are that rentels end the
retell prices of clothing, household furnishings and furniture will
be markedly higher in the autumn than at preegent.

Thies increase in the cost of liv have a definite bearin
on the future of wage rates. PN T
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CHART II

INDUSTRIAL PRODUCTION

FEBRUARY 1929, 1933, AND 1937
FEBRUARY 1929= 100
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CHART II1

WHOLESALE PRICES

APRIL 1929, 1933 AND 1937
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Bucharest, November 18, 1937,

Dear Mr. President:

I beg leave to enclose herewith three copiss of a
Memorandum but recently received by me from Mr. N.
Raffalovich entitled, "The Recent Slump in America."
You may recall the author, for I belfeve you received
him late one afterncon in Ifuh:lngton' in December 1935.
He is a White fmuim and has a gheery queer, round,
squeazed up face and looks somewhat like a frog with
a moncele. He has spent his life on monetary and
Tinancial problems both governmental and private and
has one of the keenest, engquiring minds of any Furcpean
economist of my acgquaintance. Incidentally, Mr.
Raffalovich is usually extraordinarily well informed
on internetional affairs; he has a great ;mirntion for
America, visits it every year and is a popular figure
in a wide cirele of aoquaintance. Among those in your
Administration who have known him personally for a
period of years éra Wayne Chatfield-Taylor, Herbert Felas
and a former member Mr. Peek. He i3 kmown also to some
members of the Federal Reserve Hoard.

fhen sending me a copy of his memorandum he wrote
me no covering letter and I do not 'lm:ur to how many
others he has sent it. Under the oircumstances and as

I
The President,
The White House,
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I have no muthority from him to send it to you, T
respectlully request that the authorship be considered
confidential.

As you will see, if you have time to glance through
it, he lays stress unon the artificisl, =lleced causes
of the recent slump---anart from the inherent famot
that there has been about two and & half years of con-
sistent and sharp improvement, from the low point in
September 1934 to the rirst months of 1957, followed
by a levelling out but continuation at high levels
right throush into August. The second quarter of this
year in faot averaging 116.7 according to the Federal
Heserve Index of Industrial Production. The enly
pericd in our history in which production has been
higher, I believe, was the boom year 1988-29.

There is muoh in the memorandum, interesting as
it is, which I do not agree with. Mr. Baffolovich
iuyu little or no stress (except by inference in
figuring future recovery from these levels) on the
" disappointing records in 1937 of the building industry
due to inereased costs, shortage of skilled labor,
slowing down of publiec works aotivity, etcetera; the
relatively poor trend of retail sales; the faot that
for six months there has been no gain in new puauénasr
automabile registraticns; that railroed traffic during
the year has been disappointing end that railroad
equipment buying has deoclined sharply from the last
months of 1936; that operations in the steel industry

have levelled out as they have; the beginning of
substantial
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substantial ourtallment in textile cperations during
the summer months; end the faot that the consumer in
the past four or five yesra of racovery and inereasing
income has not only offset the bulk of his deficilency
in slothes, household equipment, etoetura, but has
probably gone somewhat ahead of his income throush the
use of installment purchases. Nor does hu.umwhaiizo
the deolining rate of "business™ spending by the Sovern-
ment, not to speak of the non-recurrent bonns expendl-
tures. With regard to Government "business™ expendi-
tutes for material in the third quarter of this year
this was, as you well know, 250,000,000 below the
third quarter of 1938 and this decrease was almost as
large &8s the estimated second quarter increase in gross
farm eash income of sbout $300,000,000, Making allowance
for the faot that prices paid by Tarmers were up very
considarably this year, this deorease in Government
"husiness™ spending in the second querter, as I fipgure
it, was probably $100,000,000 greater than the increase
in the "real”™ gross income of the fermers. Incidentally,
durine this same quarter tax receipts increased by
£850,000,000 so business activity was caight between
the deflntionary jaws of decrecsing Covernment "businesa®
expenditures snd inereasins taxes,

Tt would appear from this distance, if I may say 80,
thet the most effective weapons of your Administration
would be an eventual change in spending polisies and a

more sonoilistory attitude towards business which would
tend
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tend to break the pressant atrike of capital. Whether
we like it or not, there is no denying the fact that
chanpes in the stook market have a substantial in-
fluence on our economic system---upon the buyins
peychology and aotivity of many individuals. And
there is far more artificlality in the nation today
than in 1924, for instance---when the trend of
buildins was upwards and the world situation less
unsettling---, the current level of business being
greatly dependent upon artificial influences and stimu-
lants, the new cepital markets being very different,
and the money and ocredit situation having already
been eased to what would appear to be the limit. Wherees
in the 1924 slump there was still room for an easy
money poliey to have conaiderable influence,

Please forgive my amateur economist wiews, Mr.
Freaident. I am taking these pains in the midat of
the initiation of my work here only because I have the
susoess of your Administration very much et heart and
want to help, if only a little. There is so much that
i8 normmal in the present recession, ;aaponniva as 1t 1s
1o the immutable esconomic laws of supply end demand,
thet if enoush time were given for the worst of the
impaet to expend itself and a way could be found then
to resure Oovernment "business™ expenditures, I feel
that hope would be revived if coupled with a banevolent
attitude townrds business in general.

#wen though the trend of business will probably
econtinue sharply downward, mccompanied by e continued

preoipitous decline in industrial earnings through the
first
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first months of 1938, followed by the usual leveling
out process, there would appear to be, nevertheless,
a number of underlying faverable fmotors mich as a
high level of consumer insome; a big pent-up potential
demand for new residential sonstrustion to take ad-
vantage of low finaneing costs and reduced building
costs when theyoome; improved foreign trade; an easy
money situsation; coming reducticns in prieces through
competition, thus stimulsting consumption and deoreasing
inventories, so thet a resumption of Governmental
"business" spending and other constructive sotion, which
¥you will know so well how and when to take, coupled
with the maintenance of a high level of consumer
income and buying pover and a rapid reduction of in-
dustrial inventories could easily reverse the downward
trend of business by the early Fall of 1938, The stook
market, as usual, would probebly antiecipate this,

I have always been in favor of a lowering of income
; 'a::unpt ions and btroadening the tax base, if only for the
¢ivio consolousness 1t would develop. One gannot expeot
the average man to study his Government and develop a
civie sense if he pays pothing out of pooket for 1t.
Some of TNepresentotive Vinson's "trial balloons™ also
are interestins and perhaps practicable. We have an
almost inexhaustible reservoir of wealth practically
untapped and the people will follow you anywhere you
load, Mr. President, without a quibble towards the
balaneing of both Budgmets, the human and the national.

pelieve me, dear I'r. President, with highest regard,

Yours very respactfully,

g
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Bucharest, November 248, 1937.

Dear Mr., Prosidegt:

Binoe ﬂiii:n.g you on November l&th, I have received
a note from Mr. Raffalovich, dated November 18, enolosing
an exgerpt from a letter from "a very shrewd friend” of
his written from New York. He does not tell me who his
friend is. I respectfully enoclose herewith as o possible
interest a copy of the quotation. Mr. Raffalovich adds,
by way of comment, the following sentense:

"I personally think that the cooperation of
the President with business in the sense of putting,
as I always advised, resovery above reform and in
the sense now of a revision in poliocles, will be
simply foreed by many reasons, in whioh finansiml

reasons ocoupy the first place, because they will
be compelling.™

How that I have made all of my official visits and
got my work well started here, I propose to leave next
week for the first of the visite you suggested, to Prague,
for three or four days only as Delbos will shortly be
coming to Busharest on his much heralded round of the
Little end Balkan Entente countries. I shall defer my
visit to Warsaw for desssrt. Poland would seem to be
the orux of French politiocsl maneuvering, which resclves
itself in the last analysis to pressure on that country
to agree in advance to defend Czechoslovakia in the
avent the goosesteppers start marching in that direction.

To

The President,
The White House.



To the best of my kmowledge to date, however, the Polish
Government is not disposed to make any such commitment
and is rather enjoying its present more cordial relations
with Hitler's Government., Have heard from Tony Biddle
asking us up there. When I do go I shall try to avoid
any of the publiocity which seems to attend the meander-
ings of Bill Bullitst.

The King invited me to shoot a few days ago. We
were just ten guns in all. He does not invite Chiefs
of Mission as such, though he may invite Secretaries
from time to time if they shoot well. I understand that
none of my predecessors were ever invited. My British
colleagus, Rex Hoare, has been hers nearly two years
and has never been asked. I understand that he is
rather miffed at my having been invited so soon after
arriving. Hoare shoots, but not especially well. I
apparently shot creditably and the King has asked me
to his shoot near Timiscara, the best he has, to take
the place of a former Russian Minister Poklewski-Eoziell
who died last Spring. There is a long wailting list for
places at this shoot. g

Driving out to the ﬂ:_rat stand in a bugey with the
Prime Minister he opened up on his work and difficulties
here and inter alis commented upon your Chiocago speech,
saylng that it was a great help to all European statesmen
who were striving for peace. I asked him if he did not
think that Normal Davis's opening address at the Brussels
Conference was also to the point, and he answered that

he
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he did. He subsequently said something jokingly about

the Anglo-Saxon love of leeturing in publie, but added

that if it were to be done at all there was no time

like the present. The Prime Miniaster is hard boiled,

hard working and would pass as a "good egg" even with us.
He hinted for an expression of opiniom so I told

him that, as far as I was able so far to form an opinion

after such a short time in the country, both his

internal and foreign policies seemed to me realistio,

He was very pleased; espeolally when I added that I+ '

414 not consider that his foreign polioy was too somplex

considering the diffioculties. BRealism today strikes

me as the keynote of Eing Carel's poliey. Geographically

and politically he has to provide against all eventualities.
Inoule}, the Minister of Communications and former

Vice Fresident of the Couneil of Ministers, was also

there, a former Russian subject, native of Bessarabia,

efusated in old St. Petersburg, becoming smubsequently a

professor of sorts, very Pussian in type and considered,

of course, by the élite here as a Bolshevik. He is a

valuable addition in the Government because of his

energy and the faot that he represents the younger element

of the party which is trying to shoulder out the older

ones, like the Bratisnus, Angelesou, Costinesou, Sassu

and Nistor. Ao awfully bad shot and a dangerous omne

as he shoots down the line when exoited. The loader

of a neighboring gun got a pellet in the neok at this

partioular shoot. But the Eing has to ask members of

his own Government if they shoot and all the more reason,

¥ therefore
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therefore, that he should piok and choose as far as the
Diplomatio Corps is oconcerned, to which he is under no
obligation.

You may recall receiving in Washington Princess
Martha Bibesoo, the author and wife of Oecrge Bibesco,
the Pruldi.nt of the International Aeronautical Assoeiation.
She was very pleased that you should have replisd by

: telegraph to her eable of congratulations on your second
eleaticn. Recently she gave me an interesting acoount
of King Carol's maritel diffioculties and of the intrigues
of old Bratianu which brought them to & head, If of
interest I would report it to you and have made a memo-
randum of the conversation, She was in close touch with
the whole affair and says she worked herself for recon=-
eiliation. But what I really want to tell you now i=s
that the other night she dropped a hint that King Carol
would like to be invited to the 1939 Expositicn. I have
no way of knowing whether the hint was inspired. T 4id
not want to pursue the subjeot pending knowledge as to
what our mttitude will be and have written Summerlin to
enquire. I kmow, of course, what our gemeral attitude
has always been re visits from Sovereigns. The question
will probably come up from other directione in connestion
with the 1939 Exposition. King Carol has taken a great
personal interest in the Rumanian show in Paris, quite
of ten regarded as the best there., According to the press
hers Rumania has won 80% of the prizes. I saw it and it
is really remarkable, covering a very wide range and

extremsly well presented. It seemed to please him
when
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when I told him so.

I was sorry to read of your trouble with a tooth
and hope that it 1s all over.

With highest regard, I am, dear Mr. President,

Yours very respeotfully,

oo Eort—



EXOERPT OF A LETTER RECEIVED FROM A FRIEND OF MR, RAFFALOVDCH
IN NEW YORK AND WHICH WAS FORWARDED TO MR. FRANELIN MOTT
GUNTHER, AMERICAN MINISTER AT BUCHAREST, RUMANIA.

With reepect to our situation here, thers is mo
question that we are in an important recession, seriocus
in the extraordinary rapidity with whioh it has taken
effeet. In my opinion 1t will be some weeks before we
oan possibly judge its probable intensity and duration.
It has come so quiockly that ne reports are available.

Ooe has to rely on what ome is told abomt business from
people who should kmow and from all the information we
get the contraotion in domestio business is tremendous
and proceeding apace from week to week. From informetion
I have today, it has, within the last week, hit

retail business in New York City very substantially,
whereas up until two weeks ago retail sales in New York
ware running ahead of last year. Many people of New
York seem tothink that it will be short-lived beoause
Washington will do something. I am not so sure., It is
conceivable that Washington may repeal the Tndistributed
Profits Tax and modify the Capital Gains Tax whieh, of
oourse, would be sound polioy and all to the good, but
don't forget that when the iniquitous Undivided Frofits
Tax was passed, it was very bullish on stooks and sent
them up higher on the expeatation of very large dividends,
80 that when it 1s repsaled it may work the other way.
Alsg, while fundamentally sound, I am not sure that the
modification of the Capital Gains Tax would be immediately
bullish on stoek prices because it might free for sale
large blooks of stooks in the hands of strong investors

purchased at mich lower prices in 1932 and 1933, were
the



the tax penalty removed, if these investors are really
panniil-tlu about the business situation. I know a
faw very impertant people who think that this is the
beginning of the final day of reockoning for the New Deal
and that terrible trouble lies ahead. I, myself, do
not feel that way. I am convinced that the terrible
say of reckoning must ocome but I think it is still =
little time off. However, the best that I could hope
Tor would be a resovery im business in the Spring or
Summer of next year and not before. The cootraction has
been so drastic that no matter what Washington does, T
don't think it oan be turned around quiockly, short of
their playing the last card, namely, motual and de-
liberate ourrency inflation in order to ereate such a
dread of the dollar that tremendous buying and building
would be induced immediately. I doubt very much that
this ultimate inflationary step will be takenm at this
tima. As far as some more conversation and hoous-poous
about the price of gold or desterilization or reducing
bank reserves, I doubt wery much if 1t womld be bullish
for long because a wave of distrust in the Administration
is sweeping the cowmtry and my own impression is that
that kind of action would simply inereass the distrust.
There are some very important things that Washingtom
oould do which might turn the situation and be very
helpful, indeed, such as freeing the utility industry
to go ahead and develop negessary plant capacity, stopping
Government competition with all forms of private business,

and decentralizing the administration of relief,
whioh
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whioh would effect an emormous budgetary saving., I fear,
however, that these things are politically impossible,

S0 you see that I am not very optimistie. I rather
think, as I said before, that we will come out of this
recession some time next year and have another good
period of business, possibly coupled with some more
inflation before the final smash, but I am more con-
vinced than ever of the final smash,

November 5, 1937.
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CORFIDRNTIAL

Denr Mr. Fresldent:

I beg leave respectfully to refer to my letter
to you of November 16th enolosing and commenting
upon a memorandum recelved by me from Mr. N.
Raffalovich entitled, "The Reeant Slump in Ameries,™
At the risk of seeming to endorse personally views
with which, in faet, I em not in moocord, I respeot-
fully emolose herewith an axcerpt from a letter
addressed to him from New York from a former offielal
of the International Bank of Payments in Besle
eommenting upon the above-mentioned memorandum.

In sending the execerpt of this latter to me Mr.
Raffalovich sayas:

"esssal do so not becmuse of the praise
it contains, but becauss of the sdditions he
makes to the thoughts I expressed, whioch I
think are very veluable. i

"I am fully convinoced, end that 1s the
reason for my relative optluim. that the Ad-
ministration can not do ctherwlise, and has
elraady started doing so, than fuil:nr tha
path advoeated by me in mamorandum, and
as a matter of faot in al wmﬂn for
the years past. Otherwise o 8, and es-

olelly finanoial ohaos, as regarda the
nistration itself and its bond market,
will follow, 'I'hgkfruhlu is only if things
will be done quickly enough, suffisiently,
and not offset by steps or speeches in t
wrong direcotion.

"I

The President,
The White House.

Ll



"I happen to know that the English are
urging Washington quite strongly to proceed
in the right direotion. Very much bad humor
had been shown in London, and even in
speeches of prominent members of Parliament,
in regard to the eeconomic policy of the United
States which seems to upset the whole world.
One conservative member of Parliement went
80 far as to call it "gabotage of our economic
system”, and Lord Winterton, representing the
government, merely answered that it would be
wrong for him either to oppose this statement
or to acquiesce. When one knows the English
and thelr parliementary habits, this is very
‘strong indeed."

With highest rﬁgnrd, I am, dear Mr. President,

Respectfully yours,

s e



mmm;;mmnmmm. N. RAFFALOVICH
FROM NEW YORK FROM A FORMER OFFICTAL OF THE INTERNATIONA
BANK OF PAYMENTS IN BASLE

I am greatly obliged to you for sending me your
Very comprehensive and, in my view, very excellent
exposé of the reasons for our recent slump. With all
¥you have to say, I believe I am in agreement. Perhaps
I would have emphasized a 1ittle more the influence
of the tax situastionm, ineluding the undistributed
profits tax, the Socoiaml Security inoome tax, whieh
1s hawing a deflaticnary effect, and the general
inorease in the tax burden everywhere, including the
states and oitles, with the consequence thet initiative
is being interfersd with beacause many pecple consider
that the game is not worth the candle.

Parhaps I should have emphaalzed somewhat more,
although you have, of eourse, mentioned it, the attitude
of the Government toward big business - mors especially,
the so-called monopolies, the publie utilities, and the
rallroads. All these industries have a feellng that they
are regarded as enemles of the publie,

Finelly, quite an important psychologioal faotor
i1s thet no one knows what the Government may pull out
of the hat tomorrow morning, with the oonsequance that
there ia a great tendenoy emong business men to walt
and gee. Any rumor, however ridiculous and unreasonabla,
is nevertheless given soms degree of attention because
we fear that the experimenters in Washington will tell
us that everything rums on a twenty-four hour basis and
may, in faet, try out some novelty.
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1, Bo sign of an early upturn, When produstjon was last at current
lovels (in 1931 and 1934) industrisl maintenance and mew plant and squip-
ment sxpenditures were pearly §3 billion less thax’'in X937, No reason
to expect upturn in rallroad and utility expenditures.

Mildly favorsbls faotore,

(a) Eepidential housing increesing but mmall and below lust year.
Contracte awarded in the first half of April 28 psr cent below 'I7
corrasponding pariod;btuilding permits ocutside N. Y. in March
28 par cent below last year,

{b) Moderate imoresse in defleit but mot substantiel. W.F.A., 0:0.Cs 5
roads, P.W.A., U,8.H,A,, revenuas,

Unpfayorable, :
{n) Inventories $5 billion higher at yeer end than im 1935,
{b) Dwindling backlogs of unfilled orders and uncompleted projects,
{e) Conmmer eredit liguidation
(4) Agricultural and foreign prospects
{e) Btock prices high im relation to probable sarnings.

Hecessary to spesd up expsnditures im mext Six months to prevent furthar
detarioration.

1, E, F. €. Loans for E. E. equipment-- po legislation required,

{a) Up to Jamuary 1, 1959, equipment delivered befors Junme or
Soptember 1939, ¥

(b} 100 per cent of coat

{e) Long maturities as safe

(d) 2 per oeat

(a) Inkerest beginning ons year after date of lnu;
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2, PFarther Btimmlation of Reaidentisl Copstruection,

¥. P. A, common labor contribution to priwvate builders --
requires legialation,

{a) 10 par cent of appraised wmlus of new construstion
{b) On housing unite appraissd at 45,000 or less

(o) Limited to contrmots let this calendar ysar and
atarted after May lat

Socially bensficisl, powsrful stimulant, no cost to Govermment.

l; E, ¥, C. Loans for Hew Utility Expenditures - Ko legislation re-
quired

1; Favorabls terms

B, Limited period

E; Asaist in lowering rates for priwvete fimancing and refunding.
i; Ho loan to municipal power plants

4, Spesding Up of Ordinary Covernment Spending after Hew Fisoal Year
Starts

(1) Bupplies
{2) Public buildings

(3) Armements
Deasirable becauss of eritical business situation in summer and beoauss
othar parts of progrem will be well lasunched in second half of fiseal year,



April 27, 1938,

HEXT OTEPS IN THE RECOVERY PROGRAM
The Outlook for the Next Six Moptho

1. On balence the probabilities favor mo signifisant upturn
in the mext six months, Unsmployment is still increasing and rotail
ﬂalmm ﬁm:ﬂmﬂunﬂnnr—iumuu
contrasted with the 1937 average of un; When the index was last
around B0, im 1921 and 1924, the yearly volume of maintensnce and
new plant and equipment sxpenditures of mining and menufacturing
amounted to $3 billionm, urh‘?ﬂlhonhuﬁuhl‘lﬂ; Teility
and reilrosd expenditures are being curtailed,

Hemidentinl housing expenditures are increasing but ths magnituds
is amall, F. W, Dodge residentinl tuilding contracts mwarded in the
firat Balf of April ware 38 per cent balow tha firat half of April, 1937,
The wvolums of mew residential bullding permite outside of New York im
March was B8 per cent below March 1837,

No signifieant imeresse under the present progren in Government
expenditures can be reasomably expected, W, P; A, has about reachsd
i%w peak; OC. C. C. and publiec roads sxpenditures will be meintnined;
P, W. A., depending as it does upon loeal initimtive, will be slow
in getting under wny; the ssme is true of U. 8. H. A, On the other
hand, revemuss will continue to fell off so that net sxpenditures will
ipcreass moderataly, though not to the levels of I\IH-IH&.I.

An agninst the mildly favorable feoctors of housing and govern-
ment expenditures must be offset the strong deflatiomary effects of
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the process of working off imventories, of the completion of orders
for heavy durable goods carried over from last year, of the liguida-
tion of consumer credit., The sgricultural outlock is depressing.
The foreign economic situation 18 deteriorating.

Mamifacturers, wholesalers and retailers entered the yesr with
$5 billion more inventory than they had two years previcusly. Then
seles were inoreasing; now they are decliming. It will be months
before inventories are worked down to comfortable levels for industry
a8 a whole., Witneses the sutomobile industry with its still large bank
of parts, The process of working off inventories involves losses,
involves a failure to pass slong money received from consumers, and
involves a stoppage of production amd mew buying by producers, The
working off of a billion dollars of inventories subtracts as much from
the money streem as is added by a billion dollars of new constructionm,
the most we can expect this year.

Under the stimulus of reduced down payments and longer terms there
is evidence that consumer credit reached a high level im late 1937,
The process of working this off will be a drag throughout the year,

Stock prices are high in relation to probable earnmings in 1938,
This is a potentially dangerous situstion as a further fall in stocks
would have depressing psychological repercussions.

A survey of various important elements in the current end immed-
istely prospective situstion ylelds, therefore, no basis for easy

optimism for prospects im the mext half year.

2, In the light of the above considerations every effort should
be made to incrsase the total volume -of public and privute expenditures
in the nmext ®ix months to prevent a further deteriorstion in the busi-

ness situation.
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How Additionn] Expepditures May be Mads

1. B ¥, C. loass for reilroad equipment, Tho E. ¥. C, has the
power to purchass adejustely-secursd equipment trust certificates upon
such terms apd eondliticms ms it -;rd-umu; Loans made for mainten-
nnoes or purchass of squipment need the spprowval of the I. C. €, as regards
maturity, but do pot require a certificetion by the I. C. C. that the
railroad in question, on the besis of present and prospective earnings,
may reasonably be expscted to meet its fixed charges, ms do loans to rail-
ronds for other purposes,

It is muggested that for o limited parjod the B, F. C. snnounce

itself preparad to purchase naw squipment trust certificates:

{a) sovering 100 per cent of the cost of naw equipment,

{b) maturing in twenty years in the oase of freight cars, fiftsen
yoars ino the cass of steam locomotives and passanger cars, and
ton years in the cese of ocomplete stresmlined trains and THMesel
slectric engines,

{e) at = E per cent interest rate,

(4) interest begtaning ons year after date of loan,

Argments in Support of Proposal

(a) An offer on less favorable terms would not interest the better
railroads that can pow sell equipment trust certificates on a 4 per ceat
bagis or better. Omn an offer such as outlined above, they could hardly

afford not to anticipate part of thelr future requirementa,



{t) In the present conditions of railroad finemces, eguipment
trust certificates constituts the most securs type of loan that canm
ba mads to the :ro-ﬂ.l.

(e} In mo other way could the Government imduce as much total
sxpanditure and employment at as littls coat %o Hul.f; It haa bean
earefully estimated that to handle the volums of traffic conssguent
upon Mll recovery in threas years' time would necessitate the purchase
of 2 billiom dollars worth of equipment.

{d) Any anticipation of thess requiremsnts would provide both
employment and buying power now, and help mitigate the almost inevit-
able bottlenecks im the future,

{a) It is important to limit this offer to equipment purchased
in tho comparatively mear future, as otherwise roads will hold back,
The stipulation that the equipment must be sontracted for in this
calendar ysar to be deliversd befors Jume 30, 1938, in the case of
freight cars, snd September 30, 1959 in the case of loccmotives and
stremmlined trains, appears to be ru-umbh; This type of work ocould
be begun almost immediately, as contrasted with some other elemanta
of the Tecovery progres. '

The volums of private low=oost residential copstruction contimmes
disappointingly low. If 1t im to grow to become a significant foroe
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making for a sustained revival, additionsl ﬂiﬂuwm;
This could be provided by ln_‘___hd..nt to the Relief Appropriation
empowsring W. P. A. to supply W. P, A, commom labor equal to 10 per cent
of the appraised walus of new low-cost residential tuilding free o
the builder, This offer should epply omly to unite appraised at §5,000
or less, ths contracts for which are swarded between, say, May let and
Degember Ilst of this year,
This proposal would
(a) stimulate a socially desirable type of mctivity
{v) give a substantial fillip to private residential bullding
expenditures this year, whan they are most neaded

{e) not imwolve any coat to the Oovermment
The possibilities of alding in railroad maintemance through the uss of
¥. P.I. A, labor might be ltu.d.iiﬂ. A precedent existe in ﬂm;

S B, X, C, Loans for New Utility Expepditures,

As in the cass of the railroads, the E. F. 0. could meke loans for
new expenditures for a limited period om very favorable nm; Although
i1t 18 true that many operating companies are heavily bonded and that
they are not now in meed of pew capaclty, still an offer on favorable
terms for e limited period should induce many companies to anticipate
their future requirements and modernize or replace old -qi.h-nt; More-
over, the offer by the E. F. C. t0 loan for such purposes at lower rates
than now preveil should have the affect of bringing about a redustion im
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the open market rates and hemce permit private borrowing and refunding
on more favorable terms, Refunding at lower rates reduces the burden
of fized coste, ephances the outlook for profits, snd brightens the
prospect for securing equity momey, the greatest meed of the utilities.
In sddition to the considerations mentioned above an offer by the
R, F. €, to loan money for mew equipment for railroads and utilities
on very favorable terma for a limited pericd would permit the replacement
of obsolete and high cost equipmemt by moderm low cost squipment, Faycho-
logleally, it should have the effect of strengthening the oonfidence of
investors and of adding billions of dollars to the merket valuation of
the securities of railroads and utilities,
As n supplement to this program 1t would be helpful if it were

ammounced that the P, W, A, would make no more loans for the comstrue-

tion of municipal powsr plants.

Much oan be done through the IMrector of the Budget, the Prooure-
ment Divieion of the Treasury, and the various Govermment departments
to vary the rate of current expenditures and to anticipate the purchases
of necessary supplies. Work on public buildings can be speeded up,
Thers should be soms possibility of concemtrating a larger part of the
armement program in the first half of the fiscal year.

Amything that could be dome to throw ordimary expenditures inmto
the first half of the fiseal year would be sxtremely worthwhile both

becsuse ghe business situation im the summer may be eritical and booouse
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the other elements of the program will result in a stepping up of ex-

penditures in the second half of the fiscal year.
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