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COMING EFFECTS OF CURRENT EVENTS

The Victory Program
The economic implications of the new victory

program, which has been revealed only in its general
outline by the President, are not reassuring. The size
of the program, which contemplates use of more than
half the Nation's productive capacity for war obviously
implies greater participation in the war than was indi-
cated by passage of the first lease-lend appropriation
act. One of the major arguments for its adoption was
"a dollar spent now to help Britain will save spending
many dollars for a war of our own later." We have
been spending the lease-lend funds, but this has not
saved us from the larger expenditures now being
planned.

It was also argued, some months ago, that the cost
of establishing an arsenal for democracy would be
small in comparison with the cumulative cost of main-
taining an army and navy large enough to insure the
safety of this hemisphere. However, it now appears
that the interest alone on the vast new debt to be
incurred in financing the enlarged program would be
more than enough to maintain an adequate army and
navy.

In any event, we are being committed to spend
sums that dwarf the first World War outlays, great as
they seemed at the time. During the entire period of
the last World War, our total Government expenditures
exclusive of normal operating costs were only $33,000,-
000,000 (including the cash loans to Allies). The infla-
tion that occurred during that attempt to save the world
for democracy doubled living costs. The inflation
attending a project three or four times as great includes
much more ominous possibilities.

Political Control of Industry
It requires only a superficial knowledge of industrial

processes to realize that productive efficiency is sure to
suffer when industrial managers are forced to surren-
der the direction of their plants to men whose primary
motives are not concerned with the manufacture of
goods. When organized labor forces on industry the
closed shop, the check-off, and dictatorship over many
functions of plant management, productive processes
become subject to political manipulation. The offices
of labor leaders are essentially political in character.
They are elective, and the incumbents hold tenure only
as long as they receive the support of their membership.
Even if they recognize the existence of a mutual interest

between employers and employees, the dictates of
political expediency prevent its expression. Therefore,
leaders of organized labor are interested primarily in
the immediate advantage to be gained from more pay
and less work. The whole weight of responsibility for
obtaining output therefore falls on the proprietor or
his agents, but the authority for carrying it out is
curtailed.

It is folly for the Government, if it is really desirous
of obtaining maximum production, to encourage the
political labor-leader group to grow in strength to the
point where it can constantly impede the national pro-
gram. Of course, the situation is one in which one
political group, the labor leaders, is exerting pressure
on the political group represented by the Government
to allow them to take advantage of an emergency to
obtain permanent control over industry.

Some months ago, Congress was restrained by the
Administration from modifying the New Deal labor
legislation to give more nearly equal recognition to the
rights of management. The public is again aroused to
support such a move in the legislative branch, and this
time the Administration presumably will lend its sup-
port unless it prefers to use the war crisis as a means for
advancing the cause of the state-capitalism or socialism
so obviously desired by some of the planners.

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 chart at the top
of page 178 shows that, early this year, the industry's
production rate reached the highest level that has ever
been recorded. This high rate has been well main-
tained throughout the first ten months of the year.

Production will probably remain at a high level
during the war period. A trend such as that shown by
the chart in 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 steel-mills were built. (The temporary
sharp decrease in production during the winter of
1917-1918 was caused by heavy snowstorms that tied
up transportation facilities.) Of course, it is possible
that gains in tonnage may be even greater than they

Notice to Annual Sustaining Members: If you have not received
the copy of the new edition of Current Economic Delusions and Their
Probable Future Effects that was mailed to Members last month, please
let us know.

177



STEEL-INGOT PRODUCTION AND PRICES OF METALS AND METAL PRODUCTS
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were during the first World War period if the Govern-
ment finances extensive new plants and equipment.

The industry's productive capacity has increased
greatly during the past quarter of a century, and we are
now producing 55 per cent more steel-ingot tonnage
than it was possible to produce in the first months of
the 1914-1918 World War.

The index of wholesale prices of metals and metal
products (shown by the dotted line on the chart)
reached a new post-depression high last month. Prices
are now near the level that prevailed during the New
Era period of the 1920's. The technological progress
made by the metal-producing industry made it possible
to maintain prices at a reasonable level during most of
the forty-one-year period shown on the chart. The
present level of the index is about the same as the
monthly average for 1900, although the combined
index of all commodities is 58 per cent higher. The
chart shows the effects of World War demand in 1914-
1917 on the prices of metals and their products. The
sharp decline in 1917 was the outgrowth of an agree-
ment between the War Industries Board and the steel
companies. During the war period and for several
years thereafter, the index was substantially higher
than the forty-one-year average, but the trend was
clearly downward during the period 1920-1932.

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 advance
in the indicator; a minus sign, a decline; and a zero,
an unchanged position.

Latest
Indication

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

The number of favorable indicators of cyclical
trends decreased since the summary was published a
month ago. Then there were nine pluses, one minus,
and two zeros. In this summary, there are five pluses,
six minuses, and one zero.

BUSINESS

Index of Living Standards
There was another moderate advance in the Insti-

tute's index of living standards during October. In all
probability, the present level of the index at about 30
per cent above normal marks the peak of the present
movement.

This index reflects changes in the per capita volume
of consumer goods produced in the United States. It is a
six months' moving average plotted at the sixth month
to allow for the normal time required for such goods to
reach the hands of consumers. It is adjusted for long-
term trend by adapting "weights" given to the com-
ponent series of the index each year, so that each item
has an influence proportional to the value of the year's
production.

The index does not include all items involved in
living standards, because of the lack of comprehensive
data. However, it has been found by an examination of
the data available relating to domestic service, enter-
tainment, travel, and the like that there is a high degree
of correlation between consumption of goods and
services.

The elements entering into the calculation of the
index have changed radically in importance during the
twenty-eight-year period shown. For example, non-
commercial automobiles, which now form an important
component of the index, were a relatively negligible
factor in 1913. On the other hand, the consumption of
meat and other standard food items has decreased in
importance.

Until recently, the productive capacity for most
consumer goods had been only partially utilized within
recent years. It was therefore possible to increase the
volume of consumer goods' production greatly during
the past year at the same time that defense production
was also being expanded. If the Government succeeds
in its efforts to speed production for defense from the
present levels of virtual capacity by transferring plant
facilities and personnel from the production of con-
sumer goods, a decline in the index of living standards
from the present high level may be expected.

Postal Receipts
The margin by which dollar receipts in fifty of the

largest city postal districts during September exceeded
the volume for September 1940 was greater than it has
been in any similar period in recent years. The gain for
the month was nine per cent compared with an increase
of seven per cent in receipts for the first nine months of
1941 over the receipts for the corresponding period of
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INDEX OF LIVING STANDARDS
(ADJUSTED FOR LONG TERM TREND)
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1940. The monthly series for the first nine months
of 1941 and for earlier significant years are shown in
the accompanying table.

POSTAL RECEIPTS IN FIFTY LARGE CITIES

(In Millions of Dollars)

1929 1932 1937 1938 1940 19UMonth
January
February
March
April
May
June
July
August
September
October
November
December

31.6
30.0
34.4
32.4
32.4
29.3
29.1
29.3
30.5
35.7
32.7
40.8

25.3
24.1
26.7
24.3
22.6
22.0
23.8
23.9
25.8
26.7
26.1
33.1

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

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

30.4
29.7
32.7
31.6
32.3
28.7
27.6
29.0
30.3
35.2
33.2
45.4

32.3
30.5
34.0
34.9
33.7
31.2
30.6
30.4
33.1

THE FUNDAMENTALS
Supply

Last week, for the second successive time, the rate
of steel-ingot operations decreased. The rate was
943^ per cent of theoretical capacity, two points
lower than the level of the preceding week. The chair-
man of the United States Steel Corporation reported
that the company's incoming orders were not so large
as shipments at the present time, but that the backlog
of orders was close to the high record and represented
five to six months' work. This situation is probably
typical of that in the industry. The Iron Age stated:
"The steel-scrap shortage this week was overshadowed
somewhat by strike news but continued critical with
shipments light in relation to consumption. In the
steel industry priority ratings constitute such a large
percentage of current shipments that steel officials
find the ratings are nullifying themselves. Complaints
of slow deliveries are reaching the mills in greater
number with the answer always the same — higher
ratings held back the material in question. Unless
allocation of supplies is extended to more steel items,
some holders of defense business soon will find them-
selves no better off than the nondefense plants."

1929 1932 1937 1938 1940 1941

Per Cent of Capacity 80.0 20.0 55.0 57.5 96.0 94.5

(Latest 1941 weekly data; corresponding week earlier years)

Electric-power companies generated 3,299,120,000
kilowatt hours last week, compared with output of
2,866,827,000 during the corresponding week of 1940.
The gain in comparison with output last year remained
substantially unchanged at 15 per cent.

1929 1932 1937 1938 1940 1941
Billion Kilowatt Hours 1.82 1.53 2.26 2.23 2.87 3.30

Total output of the automobile industry increased
from 85,600 units in the preceding week to 91,855 cars
and trucks last week. Production was 117,080 units in
the corresponding week last year. The industry is
gradually increasing production toward the 100,000
units per week level, but progress toward this goal is
much slower than is normal at this season.

Units (000 omitted)
1929

77 11
1937

90 72
1940
117

1941
92

Cotton-goods production decreased contraseason-
ally last week, and the adjusted index declined from
159.6 to 154.9.

1929 1932 1937 1938 1940 1941
New York Times Index 119.9 105.9 110.8 116.7 127.5 154.9

Last week lumber production decreased moderately
when a larger decrease is normal. The seasonally
adjusted index advanced from 122.4 to 124.1 per cent
of the 1935-1939 average.

1929 1932 1937 1938 1940 1941
New York Timeslndex 126.9 37.5 70.9 71.6 117.9 124.1

Demand
Last week the dollar volume of department-store

sales was about eight per cent greater than that for
last year. Sales in the New York district were adversely
affected by an impending decrease in the New York
sales tax, because consumers postponed purchases.

Demand for our agricultural commodities arising
from the policy of providing aid to the democracies will
apparently be an important factor next year. Its
extent is indicated by the following excerpt from the
October issue of the Survey of Current Business:

"All in all, the United States may supply not less
than 25 per cent of Britain's requirements of animal
protein foods in 1942. Such an amount is sufficient to
feed roughly 10 million persons and is the equivalent
of six to eight per cent of total United States farm pro-
duction. With the addition of other exports the pro-
portion of our farm output sent abroad may rise to
eight to 10 per cent.

"Most likely this heavy export will result in a tight
domestic supply of a few specific commodities. Ship-
ments are being made of some goods which heretofore
have not been important in export trade. These same
commodities are those for which there is a relatively
large expansion of domestic demand under a rising level
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of income. Moreover, it islfnot always possible to
increase agricultural output as rapidly or in the degree
desired.

"Notwithstanding increased export needs, aggregate
supplies expected to be available for domestic use in
1942 probably will permit some further improvement in
per capita consumption. This conclusion, of course,
might be altered if the needs of Britain and perhaps
other anti-Axis countries should be further enlarged."

Prices
The sensitive wholesale commodity price indexes

remained substantially unchanged last week. Moody's
Spot Commodity Price Index was 208.6 on October 23
and 209.2 on October 30. The Dow-Jones Index of
Commodity Futures closed at 80.21 on October 23 and
at 80.03 on October 30.

At the highest levels reached last week, the spot
commodity price index was 53 per cent higher than it
was at the end of August 1939, just before the war
began. The futures index has advanced more than has
the spot commodity price index and last week was 72
per cent higher than it was at the end of August 1939.
During this period the United States Bureau of Labor
Statistics' combined wholesale commodity price index,
which includes more than 800 separate quotations, has
risen less than 20 per cent. Although the fluctuations
of the sensitive wholesale commodity price indexes are
usually greater than those of the much more compre-
hensive Government index, changes in the sensitive
indexes that are sustained indicate that there will be
similar changes in the general price structure.

FINANCE
New Capital Issues

The semblance of a revival in the capital-issue
market that the large American Telephone and Tele-
graph Company's issue gave to the record for August
disappeared in September, when total new corporate
financing was limited to $34,000,000. Of this relatively
meager total, $7,000,000 was borrowed by the railroads;
$8,000,000 by the public utilities; and the remainder,
by industrial concerns.

New corporate financing in September and in the
first nine months of each year during the past sixteen
years is shown in the accompanying summary.

N E W CORPORATE FINANCING IN THE UNITED STATES

First First
Nine Nine

September Months September Months
Year (In Millions of Dollars) Year (In Millions of Dollars)

1926
1927
1928
1929
1930
1981
1932
1933

Source:

283
368
383
662
215
156

7
9

3,345
3,722
3,520
5,326
4,250
1,624

356
135

1934
1935
1936
1937
1938
1939
1940
1941

Financial and Commercial Chronicle.

SECURITIES
Bonds

7
45
75

114
85
16
68
34

134
231
766

1,075
702
311
458
770

Stocks

There was a moderate downward trend in the stock
averages last week, but there was no indication of a
renewal of the active selling that occurred during the
middle of the month. The volume of transactions
remained small.

RECOMMENDED BOOKS
"Your Income Tax" by J. K. Lasser, Simon & Schuster,

($1.00).
The 1942 edition of this famous tax guide is now

available. The use of an individual tax return as an
index makes the book especially valuable to tax-
payers. The present edition of "Your Income Tax"
deserves the same favorable recommendation that we
have given earlier printings.

United States Supreme Court Business Law Decisions
1940-1941, Clearing House, Incorporated ($1.00).
This book reproduces the official text of leading

decisions of the United States Supreme Court during
the period from October 1940 to June 1941, known as
"the October term, 1940." The,: decisions have been
selected on the basis of their general interest to busi-
ness, with the exception that cases on taxation have
been excluded. The book is the seventh of a series
begun in 1935.

"The Independent Regulatory Commissions," by Robert
E. Cushman. Oxford University Press, New York.
($5.00)
Some of the most vital problems of present-day gov-

ernment are dealt with in this study — those of the
organization and control of administrative bodies.
Only those bodies outside the regular departments of
government that perform a regulatory function are
dealt with. This particular type of agency is reviewed
as to background and history, organization, functions,
procedure, personnel and responsibility. The scope of
the study includes the American Federal agencies, the
American state agencies, and the English agencies.
The book is a notable contribution to the body of
knowledge on problems of government administration
compiled by the President's Committee on Adminis-
trative Management of 1937 (which the author assisted),
the American Bar Association in its advocacy of the
Walter-Logan Bill, and the recent Attorney General's
Committee on Administrative Procedure.

Unlike most studies of this nature, and much to its
credit,it makes definite criticisms in all the fields studied,
and offers definite recommendations for improvement
where unsatisfactory situations are believed to exist.
In explaining the background and history of the vari-
ous regulatory bodies, and in describing the problems
of government, all sides of opinion are shown, with a
fairness and impartiality unusual in studies in the fields
of economics and government.

Bond prices remained about unchanged last week.
The Dow-Jones Index of 40 Bonds was 90.45 on October
23 and 90.54 on October 30.

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