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Coming Effects of Current Events

In addition to his discussion of the Works Relief

Program, the President's latest fireside talk contained

other items worthy of comment. Throughout the ad-

dress there was definite evidence that his faith in the

principles of the New Deal has not diminished. This

explains the widening breach between the Administra-

tion and such organizations as the Chamber of Com-

merce of the United States and the National Association

of Manufacturers. The President has made it clear that

he will not modify his program of social experiments if

they can be pushed through Congress.

The Works Relief Program

The main part of the President's address was de-
voted to a discussion of the manner in which he intends
to spend the $4,800,000,000 which Congress has pro-
vided. The President stated that in directing this vast
Works Relief Program he would recognize a number of
fundamental principles. Subscribers will recall that in
our bulletin dated February 4 we presented an analysis
of the President's program as set forth in his annual
message to Congress. At that time, the sound features
thereof received our hearty approval.

Although the principles enunciated by the President
in his most recent address are in part identical with
those which he proposed in his earlier message to Con-
gress, there are two significant changes. He now fails
to mention those considered most important by this or-
ganization. As quoted from his message to Congress,
they were as follows:

"Compensation on emergency public projects

should be in the form of security payments which

should be larger than the amount now received as a

relief dole, but at the same time not so large as to

encourage the rejection of opportunities for private

employment or the leaving of private employment

to engage in Government work."

"The projects undertaken should be selected and

planned so as to compete as little as possible with

private enterprise."

It is easy to understand the reason for omitting ref-
erence to the rate of wages to be paid under the Works
Relief Program. Attempts to force payment of rates
prevailing in private employment were made during the
progress of the bill through Congress. The President
probably does not care to revive a general discussion oí
this subject, and it is to be hoped that his original
opinion has not changed.

The reason for failing to restate the second principle
referred to above is less easily understood. However,
we do not believe that the Works Relief Program will
be so administered as to compete with private enterprise
on an important scale.

The President's further statement that Federal or-
ganizations now in existence will be used for the ad-
ministration of the program seems wise. Unfortunately,
the network of bureaucratic organizations has already
grown to alarming proportions, and it is obvious that
their personnel must be substantially increased in order
to make possible the expenditures contemplated within
the next fiscal year.

Why So Slow?

One aspect of the problem not mentioned by the
President was the failure to start the program promptly.
It is known that several existing Federal agencies have
been ready to proceed with numerous projects for some
time. If the President had so willed, many of the un-
employed could have been given work weeks ago. Pos-
sible explanations for this watchful waiting include the
following:

1. The President may have wished to avoid con-

troversy with Congress regarding distribution

and use of the funds. Therefore, he is waiting

for Congress to adjourn.

2. The wage scale planned may be such that it

will be wiser to have Congress out of the way

before announcing it.

3. The gratitude of Congress, and therefore its

amenability to presidential dictation, may be

greater as the result of "a lively anticipation of

favors to come."

4. Funds not spent in the spring of 1935 will in-

evitably be left for the fall of 1936.

(over)



Revealing Statements

In commenting on the proposed unemployment in-
surance, the President asserted that "It will, by sustain-
ing purchasing power, cushion the shock of economic
distress." This suggests that the Administration has ac-
cepted theories of long range planning which argue that
purchasing power may be stored during prosperous
periods, to be released when hard times come. A num-
ber of economists have suggested this procedure as a
means of preventing the extremes of the business cycle.
For those who wish to investigate the subject further,
a recent article in "The Annalist," which fully exposed
the fallacies of this theory, is recommended. ("The
Chimera of Unemployment Reserves under the American
Money System," by Elgin Groseclose, Feb. 22, 1935.)

The President also said that the social security pro-
gram proposes "– · - to help those who have reached
the age of retirement to give up their jobs and thus give
to the younger generation greater opportunities for
work. - · ¯" This argument, which is along the lines of
the economic theories propounded by the Stuart Chase
school of economics, is quite unsound. The facts are
that production of goods by older men as well as young
means a greater demand for all products of this indus-
trial civilization, and therefore greater opportunities for
all concerned. The humanitarian aspects of retirement
provisions for the elderly should not be minimized, but
it should be understood that such benefits can be ob-
tained only at a price, and that price is a somewhat
lower standard of living for the rest of the population.
No more vicious fallacies blind men to the true nature
of our economic difficulties than those involved in the
"make work" theories, which suggest that there are not
enough jobs to go around.

The Social Security Program

The problem of investing the $35,000,000,000 to be
accumulated may seem simple to Administration experts.
Probably the funds will be invested in United States Gov-
ernment bonds, and these securities could easily be dis-
posed of by sale to the banks during the first economic
depression which occurred after the fund had assumed
large proportions. The effect of this procedure would
be similar to the results of increasing the Treasury
deficit, a policy which the Government is now pursuing.
In other words, the effects would be inflationary. Thus,
the Government is proposing to set up one more agency
as a means of forcing inflation policies in the future.

As was stated in an earlier bulletin, the Institute's
actuarial staff will present to subscribers an analysis of
the Social Security Bill as soon as it has taken more
definite form. Since changes will probably be made
in the Senate, analysis will be deferred for the time
being.

The Future of NRA

A Senate Committee has recommended extension of
the NRA until April 1, 1936, but advocates removal of
price-fixing provisions and ending its application to
intra-state commerce. This seems a logical procedure,
under the circumstances. Then, when the Supreme Court
has decided certain moot points, the entire act can be
permitted to fall into innocuous desuetude, an excellent
"face-saving" program.

Supply, Demand, and Prices

As signs of a let-down in the movement of consumer
goods appear, following the passing of the Easter sea-
son, it becomes evident that there is a growing demand
for capital goods. This has not as yet offset declines in
other lines, nor has it reached impressive proportions,
but it is at least a hopeful tendency.

Reports of industrial modernization projects appear
to be more numerous than at any time since 1931, and
residential building, while still in small volume, is
being stepped up rapidly. In fact, reports for early
April indicate that contracts for the month will be 50%
or more greater than in 1934.

Supply

Electric power production, although still slightly
above the level of a year ago, shows decreasing gains
over 1934. The rate of output in the steel industry has
declined 1.5 points. Carloadings, affected by new
freight rate increases, have also decreased. Supply
therefore continues in moderate volume, and there is
little reason to fear a summer slump as severe as last
year's.

The moderate decline in the rate of industrial ac-
tivity portrayed by these basic indexes can be attributed
in part to stagnation in the cotton textile industry, and
in part to strikes in the automobile industry. It is re-
ported that some orders for steel have been postponed
pending strike settlements.

Demand

There are a number of important industries report-
ing orders which will tax capacity production schedules
for some months to come. This condition exists in the
agricultural implement industry, the electric appliance
industry and many lines of machinery manufacture,
particularly road-making machinery and machinery for
the building trades.

Prices

The United States Bureau of Labor Statistics re-
cently announced that its wholesale commodity price
index has risen to a new high level since November,
1930. This price advance occurred primarily in food
products. Higher prices for nonferrous metals, includ-
ing silver, were likewise influential in lifting the whole-
sale commodity price average.

A Primer of Money, by Donald B. Woodward and
Marc A. Rose, Whittlesey House, McGraw-Hill Book
Company, New York. Price $2.50.

This is one of the best non-technical expositions of
currency and credit which has come to our attention.
The book is a revision of an earlier volume published
in 1932 and has been brought up to date. It does not
belong in the category of "nostrum" books on money
with which a number of publishers are now attempting
to interest the public,

American Institute for Economic Research is a non-
political, non-commercial organization engaged in im-
partial economic research.


