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RESEARCH REPORTS
COMING EFFECTS OF CURRENT EVENTS

To Preserve Government by Law
The attempt by Congress to limit the discretion of

Government quasi-judicial boards and commissions,
such as the National Labor Relations Board, was frus-
trated by the President's veto of the Walter-Logan
Bill. In his veto message, the President pointed out
that the provisions of the measure would if enacted
create a legal rigidity that would hamper the defense
program and would "produce the utmost chaos and
paralysis in the administration of the Government at
this critical time." In the same message the President
stated that recommendations for carrying out the re-
forms envisaged as the objective of the Walter-Logan
Bill were being prepared by "a committee of eminent
lawyers, jurists, scholars, and administrators" and that
these recommendations would shortly be transmitted to
Congress.

The report of this committee (referred to as the
Acheson Committee), together with two sets of minor-
ity opinions, has now been made public. Contrary to
the fears of those desiring to limit bureaucratic power,
the majority report recommended the adoption of
measures embodying some of the more important
features of the Walter-Logan Bill.

These were summarized by the New York Times
1

as follows:
"(1) Creation of a new Office of Federal Adminis-

trative Procedure for continuous review of the practices
of other administrative agencies; (2) the further separa-
tion of judicial from prosecutive functions within
agencies: one method proposed for doing this would be
the creation of relatively independent 'hearing commis-
sioners,' nominated by the agencies but actually ap-

1
 New York Times, January 27, 1941, page 14.

pointed, after investigation, by the new OFAP; (3) pro-
vision that, except in special cases, rules and regula-
tions adopted by administrative agencies shall not take
effect until forty-five days after publication, so that
interested persons may meanwhile submit their views
and comments; (4) the empowering of agencies to issue
'declaratory' or advance rulings to eliminate uncer-
tainties. Under such procedure any person wishing to
know his rights and obligations in a specific situation
could request a ruling by the agency."

Without neglecting the insertion of essential limit-
ing amendments to the Administration's "lend-lease"
bill Congress can promote the preservation of Consti-
tutional Government by developing a new measure
limiting the arbitrary powers of Government agencies.
If this cannot be accomplished by a general enactment,
amendments to the acts creating Government authori-
ties can be passed.

Steel-Ingot Production and Metal Prices
The steel industry provides the foundation on which

modern war efforts depend, and it is of course natural
that this industry should lead in activity during the
present world crisis. The accompanying chart shows
that the industry's current rate of production is the
highest that has ever been recorded. Although long
tons were formerly used in reports made by the indus-
try, the chart has been adjusted on the basis of the
short tons that are now used, so that the data through-
out the period are comparable.

Production will probably remain at a high level
during the period of the national defense effort. A
trend such as that shown by the chart during the
years 1916-1918 may be expected. Then the industry
was operating at practical capacity for three years,
and the trend was gradually upward as additional pro-
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INDEX OF LIVING STANDARDS
(ADJUSTED FOR LONG TERM TREND)
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ducing facilities were created. (The temporary sharp
decrease in production in the winter of 1917-1918 was
caused by heavy snow storms that tied up transporta-
tion facilities.) Of course, it is possible that gains in
tonnage may be even greater than they were during the
World War period if the Government decides to finance
extensive new producing facilities.

The index of wholesale prices of metals and metal
products (plotted in the dotted line in the chart) is
compiled by the United States Bureau of Labor Statis-
tics. Steel prices are an important factor in the index,
which has recently advanced to a new high since
December 1929.

What Next?
The Continuing Record

The latest available information regarding the more
significant indicators of future trends is summarized
in the following table. A plus sign indicates an ad-
vance in the indicator; a minus sign, a decline; and a
zero, an unchanged position.

Latest
Indication

Private Engineering Contracts (January) +
Machine-Tool Activity (December) +
Orders for Steel Boilers (November) +
Capital Goods' Stock Prices (Last Week) —
Durable Goods' Employment (December) +
Steel-Ingot Production (Last Week) +
Prices of Metals and Metal Products (Last Week) 0
New Capital Issues of Corporate Securities (December) —
Velocity of Purchasing Media (December) +
Carloadings of Heavy Products (Last Week) +
Lumber Production (Last Week) +
Harwood Index of Inflation (January) +

The proportion of favorable to unfavorable indica-
tors of cyclical trends remained the same as it was in
the summary published a month ago. There are nine
pluses, two minuses, and one zero.

BUSINESS
Index of Living Standards

The Institute's Index of Living Standards has ad-
vanced steadily since August 1940, when it was slightly
higher than normal, and in January 1941 it was nearly
10 per cent above normal. The Index shown in the
accompanying chart reflects the volume of consumer
goods produced per capita in the United States and is
adjusted for seasonal influences and long-term trend.

The Trend of Commercial Failures
Although the number of insolvencies reported dur-

ing December 1940 was less than the number reported

in the final month of 1939, the liabilities involved
were slightly greater. There were 7.7 per cent fewer
insolvencies during the whole of 1940 than there were
in 1939, and the total liabilities incurred were 8.7 per
cent less. Because the series of data have been recently
revised to obtain more complete coverage, comparisons
cannot be made with the series in earlier years.

The number and liabilities of commercial failures
reported by Dun & Bradstreet, Incorporated, during
each month for the past ten years are shown in the
accompanying table.

COMMERCIAL FAILURES, NUMBER AND LIABILITY

Liabilities of Failures
(In millions of dollars)

January
February
March
April
May
June
July
August
September
October
November
December

Total

Number of Failures
1939
1,567
1,202
1,322
1,331
1,334
1,119
1,153
1,126
1,043
1,234
1,184
1,153

14,768

19Jt0
1,237
1,042
1,197
1,291
1,238
1,114
1,175
1,128

976

1,111
1,024
1,086

13,619

1939
20,790
13,582
19,002
18,579
15,897
12,581
14,999
12,637
10,545
17,464
13,201
13,243

182,520

19 kO
15,279
13,472
11,681
16,247
13,068
13,734
16,213
12,997
11,397
12,715
16,572
13,309

166,684

Postal Receipts
Postal receipts in fifty of the largest city postal

districts during December 1940 exceeded the volume
for December 1939 by a substantial margin. The gain
in December receipts over those for the corresponding
period of the preceding year was 5.8 per cent, compared
with a gain of 4.0 per cent for the twelve-month period.
The following summary shows the trend of postal re-
ceipts for each month during the past five years.

POSTAL RECEIPTS IN FIFTY LARGE CITIES

Month
January
February
March
April
May
June
July
August
September
October
November
December

(In Millions of Dollars)

1936
27.4
26.1
28.8
28.9
27.9
28.3
26.7
26.0
29.3
32.9
29.2
41.3

1937
27.9
27.8
33.8
31.1
29.8
29.6
26.6
26.3
30.0
31.7
30.7
42.0

1938
27.5
27.0
31.8
29.6
28.2
28.0
24.6
26.6
29.5
30.9
31.4
42.5

1939
28.5
27.7
33.5
29.8
30.9
29.8
25.5
28.2
30.0
32.0
32.5
42.9

19k0
30.4
29.7
32.7
31.6
32.3
28.7
27.6
29.0
30.3
35.2
33.2
45.4
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Growth of the Electric-Power Industry
The United States Department of Commerce has

recently published a table of electric-power production
by months during the two decades, 1920-1939.1 The
monthly average for each year is also given, and pro-
duction is stated separately for the two principal
sources, fuel and water power. The industry has made
an impressive record during the period, because many
new uses were found for electric power. Nevertheless,
it may not be generally realized that power output
has tripled during the past twenty years.

Production of electric power from fuel sources has
increased much more than has production from water
power. Hydro-electric developments, especially those
undertaken by the Government, have been so promi-
nently reported in the press that the general public
perhaps thinks of water power as replacing fuel con-
sumption as a source of electric power. However, the
data show that kilowatt hours generated from the
consumption of fuel increased 215 per cent during the
specified period, whereas electricity produced by water
power increased 176 per cent. Power produced from
fuel is now nearly double that produced by water

power.

THE FUNDAMENTALS

Supply
The steel industry maintained its high rate qf opera-

tions during the final week of January and will probably
continue to operate at practical capacity during Febru-
ary. (The Iron Age has revised its standard of theo-
retical capacity; last week's rate of 97 per cent actually
represented more tonnage produced than was indicated
by the rate of 99 per cent in the preceding week.) The
Iron Age stated: "The conclusion is inescapable that
some of the present steel buying by non-defense indus-
tries is qf a speculative character in that it probably
exceeds the volume of known requirements. The steel
industry thus far has been able to take care of essential
needs without serious complaint, but whether it can
continue to satisfy all of its commercial customers
remains to be seen."

1929 1932 1937 1938 1940 1941
Per Cent of Capacity 85.0 28.5 82.0 32.5 82.0 97.0

(Latest 1941 weekly data; corresponding week earlier years)

Electric-power production of 2,829,959,000 kilo-
watt hours last week was substantially the same as
output in the preceding week. The gain from the cor-
responding week of 1940 remained about 10 per cent.

1929 1932 1937 1938 1940 19 U
Billion Kilowatt Hours 1.73 1.59 2.22 2.10 2.57 2.83

Although a seasonal decrease in automobile pro-
duction is usual at this time, the curtailment last week
was relatively small. The industry produced 121,948
cars and trucks, compared with output of 124,025 units
in the preceding week and 106,400 in the corresponding
week last year.

1929 1932 1937 1938 1940 1941
113 29 81 65 106 122

The activity of the cotton-goods industry increased
contraseasonally last week, and the adjusted index
advanced from 164.4 to 167.9 per cent of estimated

Survey of Current Business, December 1940, page 18.

normal. The cotton mills are operating at a rate about
40 per cent higher than that which prevailed a year ago.

1929 1932 1937 1938 1940 1941

New York Times Index * 89.7 136.9 85.2 118.6 167.9

* Not available until third week in March.

Lumber production increased slightly more than
seasonally last week and the adjusted index advanced
from 143.0 to 143.7 per cent.

1929 1932 1937 1938 1940 1941
New York Times Index 143.6 38.5 65.1 55.2 110.7 143.7

Demand
The dollar volume of retail trade last week retained

the 7 per cent gain from the volume for the correspond-
ing week of 1940 that has recently been the rule. The
Federal Reserve System has undertaken to improve
and unify its statistics of retail sales. The new reports
are based on a more comprehensive list of stores than
was previously available, including the retail depart-
ments of such national chains as Sears, Roebuck &
Company, Montgomery Ward & Company, and J. C.
Penney Company.

Prices
The sensitive wholesale commodity price indexes

were moderately reactionary last week. Moody's Spot
Commodity Price Index was 174.4 on January 23 and
173.6 on January 30. The Dow-Jones Index of Com-
modity Futures closed at 56.53 on January 23 and at
55.72 on January 30.

FINANCE
The Harwood Index of Inflation

There was a fractional advance in the Index of In-
flation in ratio form from 108.3 for the week ending
January 15 to 108.8 for the week ending January 22.
The commercial banks' investment-type assets were
substantially unchanged but there was a decrease of
more than $100,000,000 in the banks' savings-type
liabilities. Savings-type liabilities are comprised of
time deposits or savings accounts and capital, undivided
surplus, and reserves for contingencies. The decrease
in savings-type liabilities was caused by the withdraw-
als of time deposits. The absolute data, from which the
ratio form of the Index is tabulated, are measured by
the difference between the banks' investment-type
assets and savings available to the banking system.
Therefore, a decrease in the banks' savings-type lia-
bilities, in the absence of other offsetting changes in
bank statements, causes an advance in the Index. A
decrease of about $40,000,000 in the Treasury's bank
deposits and gold in the working balance of its general
fund also contributed to the advance in the Index. This
represented distribution to the public of inflationary
funds previously hoarded, in effect, by the Government.

The trend toward inflation may soon become more
pronounced. The Treasury deficit for the first twenty-
five days of January was $612,000,000. Deficits larger
than this were recorded in only two months under the
present Administration. The deficit for June 1936, when
the Soldiers' Bonus was paid, was $1,807,000,000. The
next largest monthly deficit was incurred in January
1934 and was $745,000,000; the latter deficit probably
was exceeded in January 1941 if the proportion of ex-
penditures to receipts continued during the final week
as it did during the first weeks of the month.
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New Capital Issues in Great Britain
Before the outbreak of the European War, we regu-

larly published in the bulletins monthly series showing
the value of new capital issues in Great Britain.
Monthly data are no longer available, but annual figures
have been compiled by the British Midland Bank and
are summarized as follows:

N E W CAPITAL ISSUES IN THE UNITED KINGDOM

Year

1919
1920
1921
1922
1923
1924
1925
1926
1927
1928
1929

Millions
of Pounds

238
384
216
236
204
224
220
253
315
363
254

Year

1930
1931
1932
1933
1934
1935
1936
1937
1938
1939
1940

Millions
of Pounds

236
89

113
133
150
183
217
171
118
66

4

Unfortunately, the data do not extend through the
World War period, so that we cannot determine whether
or not the new capital market was then destroyed as
effectively as it was in 1940. The series of new capital
issues in the United States compiled by the Commercial
and Financial Chronicle likewise fails to cover the
World War period. However, data compiled by the
New York Journal of Commerce for that period show
that, although the flow of private capital into industry
was adversely affected during some crucial months
of the World War period, the private capital market
did not become virtually stagnant as it did in Great
Britain last year. The figures for the World War period
were as follows:

N E W CAPITAL ISSUES IN THE UNITED STATES

January
February
March
April
May
June
July
August
September
October
November
December

(hi Millions of Dollars)

191k

130
176
133
292
163
188
95
30
28
91
28
83

1915

128
264
57

154
98
67
65
69
72

121
230
111

1916

193
304
277
222
192
150
136
146
96

111
250
113

ce: New York Journal of Commerce.
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1917

183
214
312
130
48
60

135
186
81
49
91
42

1918

165
70
75
24

102
254
166
90
60
76
90

175

Bonds

Although high-grade bonds remained relatively
steady in price last week, the more speculative bonds
declined. The Dow-Jones Average of Forty Bonds was
51.95 on January 23 and 91.36 on January 30.

Stocks

The stock market suffered the severest decline since
October 1940 last week. Apparently, investors and
speculators are more impressed by the threat of higher
taxes and more restrictive Government regulations
than they are by the excellent earnings statements for
the last quarter of 1940 that are now being published.

RECOMMENDED BOOKS
"The American Empire," edited by William H. Haas.

The University of Chicago Press. ($4.00.)
This book, describing the units of our overseas

empire, is published at an appropriate time. With the
exception of the Panama Canal Zone and Alaska, our
outlying territories have appeared to be liabilities rather
than assets. As a people we have never been empire-
minded, and most of our possessions have been unsys-
tematically acquired. Now our islands in the West
Indies and in the Pacific have suddenly assumed impor-
tance in our new and broader defense strategy. This
symposium, written by men who are apparently familiar
with their subjects, should contribute to a better under-
standing of the geographical situation and economic
problems of territories in which popular interest is being
awakened by the war.

"Wmlth, Welfare or War," by Professor M. J. Bonn.
League of Nations, Columbia University Press,
New York. (75 cents.)
In the forty-odd pages of this pamphlet, Professor

Bonn reveals himself as an acute observer and analyst
of fundamental social trends. The chapter entitled,
"The Antimonies of the Great War" from which we
quote briefly contributes to an understanding of today's
world chaos and may possibly contain a hint of the
probable outcome of the war. "The futility of the Great
War had not convinced the military of the need for
subordinating national policy to economic policy; the
lesson it taught them was that war, in order to be suc-
cessful, had to comprise all human activities and to
dominate mind and matter — economics as well as
literature. War was 'total.' It could no longer be
handled as a mere instrument of policy; policy in the
widest sense of the word had to become the instrument
of war. War was the sovereign of social life. . . . This
revolutionary concept logically led to a complete
rearrangement of the cast. War ceased to be a useful
instrument of economic policy — outside the colonial
field, the balance-sheet of war was clearly an adverse
one — but economic policy was becoming the mighty
implement on which the success of a future war
would depend."

"Why Smash Atoms?" by Arthur K. Solomon, Harvard
University Press. ($2.50.)
This book presents to the nonscientist the reasons

for and the nature of atom smashing. It explains the
numerous attempts made by men of all ages from the
alchemists of old to the "cyclotron technicians" of
today to peer into the ultimate structure of matter.
Perhaps it might be deemed elementary by nuclear
physicists. However, it opens to the average man new
vistas of the many fields for new economic develop-
ment that may result from the release of atomic energy.

"Indefensible Spending," by Willard D. Arant.
"Defense Planning."

These pamphlets are available from the National
Economy League, and they include information that
it is urgently desirable for every citizen to have.

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


