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Organized Labor in Wartime
The report of the President's meeting with officials

representing organized labor and industrial manage-
ment, scheduled for November 14, will not be available
until after this bulletin has reached the printer. The
conflict between the demands of organized labor and
progress of the Nation's war effort is approaching a
point at which the Government must enunciate a
definite labor policy suitable for the emergency. How-
ever, the President may still feel that the issue can be
postponed.

The President's letter to the Speaker of the House of
Representatives that apparently played an important
part in the passage of the Neutrality Law amendment
was interpreted as indicating Mr. Roosevelt's determi-
nation to take a firmer stand against strikes. However,
a detailed analysis of his letter does not reveal any
commitment that would justify its acceptance as a
"pledge."

The threatened strike of the railroad brotherhoods
and the captive mines dispute affecting the steel indus-
try are spectacular developments that make headline
material for the press and focus public attention on
labor problems. They accentuate the political aspects
of labor strategy. The refusal of the labor railroad
chiefs to abide by the decision of the President's Fact
Finding Board and the action of the CIO representa-
tives on the National Defense Mediation Board, who
resigned in protest against the majority decision, are
not unprecedented. Nevertheless, when members
participating in a cooperative system withdraw when-
ever they do not get their own way, the whole system
is in danger. History shows that, if new formulas are
not soon found, resort to force is inevitable.

The Government's problem in dealing with organ-
ized labor is more difficult than it was during the first
World War. It is complicated by the New Deal's
prewar program. During the first World War period,
industrial disputes were caused primarily by the
workers' demands for increased wages. The question
of hours of work was usually raised for the purpose of
obtaining higher rates for overtime. Union organiza-
tion was promoted under the favorable circumstances
of increasing industrial production, but then labor
leadership was traditionally opposed to participation
in national politics, whereas today political pressure is
an essential element of their strategy.

Even if the Government is successful in establishing

a labor policy adequate to deal with the political aspects
of labor controversies, we can hardly expect to be free
from labor turmoil in wartime when inflation is forcing
prices upward. After the United States entered the
first World War, almost all of the strikes affecting pro-
duction of war materials were compromised by the
War Labor Board, and this resulted in a gradual,
although consistent, upward trend in wages.

Probable future developments in the field of labor
relations may be summarized as follows:

1. The frequency of labor disputes, as in the first
World War, will be abnormally large;

2. Political considerations will play a greater part
in labor relations today than they did in the first World
War;

3. Whatever action Congress may take in curbing
the strikes in war-production plants, demands for wage
increases will be recognized when inflation is raising
living costs.

Postwar Reconstruction
One of the most impressive manifestations of the

growth of British confidence in maintaining their
economy intact through the war is the lively interest in
London regarding postwar economic policies. Mr. G. V.
Ormsby, staff correspondent of the Wall Street Journal,
in last week's dispatch refers to the "all too common
shibboleth which is heard everywhere in Britain today,
that the wartime government controls of industry,
commerce, finance, and transport must be carried into
peace."

This perpetuation of wartime controls is generally
taken for granted both in Britain and in the United
States. However, occasionally a bold optimist on this
side of the Atlantic suggests the possibility that there
may be a postwar trend toward private enterprise here
and in England. In England, one of the two foremost
exponents of private business1 hazarded the following
prediction:

"Today the planners devise their paper schemes
and assume that the regimentation which trade and
commerce have accepted as a necessary evil of war will
be as quietly tolerated when that necessity has passed.
They deceive themselves. Once the markets of the
world are open again for peaceful trading and men of
business can turn their attention to their real task of
feeding and clothing the crowded millions of these
islands, the shackles which now bind enterprise and the

x
The Statist, London, July 26, 1941.
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plans which are to bind it in future will alike be repudi-
ated, because such restrictions will mean the cramping
of trade at a time when the nation's recovery will depend
upon the utmost trading energy. The days of laissez-
faire have gone forever, and the world will probably
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never again see an era of cut-throat competition —
but the alternative to laissez-faire is not a rigidly
controlled and centrally directed community. The
alternative is a community enjoying the maximum of
freedom in the conduct of its affairs and enduring only
the irreducible minimum of control. Planning is only
another name for regimentation, and regimentation
means stagnation, and stagnation in its turn means
death to a nation which must always depend upon a
vigorous and adaptable trading system. It is idle for
officially approved planners to protest that their
schemes are based on a determination to guard the
national interests against sectional or local interests.
The only real national interest that must be guarded is
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the national prosperity. That cannot be attained and
maintained if every operation of business, including the
siting of premises, is to be conditioned by some paper
scheme devised by men remote from business realities."

Demand-Supply Ratios
The indexes of manufacturers' new orders, ship-

ments, and inventories for September 1941 were pub-
lished by the United States Department of Commerce
last week. The preliminary figures for August were
revised, but no significant changes were made.

The chart in the upper left-hand corner of page 186
shows the basic indexes from which our demand-supply
relationship charts are derived. After declining for two
successive months, the new orders index advanced
slightly in September. The upward trend in the indexes
of shipments and inventories that has generally been
followed since the middle of 1940 continued during
September. Both indicators of supply (shipments and
inventories) showed positive upward trends, whereas the
indicator of demand (new orders) moved less decisively.

The index of unfilled orders shown in the chart
below was obtained by calculating the excess of the
new orders index over the shipments index for the
period shown on the chart. It therefore reflects changes
in manufacturers' backlogs of orders. The decline in
the index in September was the first to be recorded since
May 1940, but the change in trend was foreshadowed
by the slowing up in the rate of advance that was evi-
dent in August. Although the trend of the unfilled
orders index may be downward during the winter, a
decline in the index as abrupt as the rate of advance
during the preceding twelve months does not appear to
be probable. Orders for defense materials presumably
will be placed as fast as supply sources can be found.
The volume of orders for nondefense goods may fall off
when new taxes encroach on the public's buying ability.
Nevertheless, there will probably be a tendency for
orders for some goods to pile up, because shortages of
raw materials will prevent normal deliveries. Of course,
a sudden termination of the war would probably be fol-
lowed as it was in 1918 by cancellations of many orders,
and the index would probably decline as abruptly as
it rose.

The chart at the top of the next column on page 186
shows the Institute's Demand-Supply Ratio I (new
orders divided by shipments times inventories) with the
Institute's index of industrial production, which is
adjusted for long-term trend. This ratio was declining
moderately during the first half of 1941 while the Insti-
tute's index of industrial production was still advancing,
and, since June, when industrial activity began to level
off, Demand-Supply Ratio I has declined sharply. The
trend of this ratio appears to forecast either a continued
leveling off or even a decline in the industrial production
index. Industries that can be readily adapted to the
output of war materials will obviously remain active as
long as the war lasts, but nonessential industries that
can neither turn out goods suitable for national defense
nor adjust their processes to use raw materials that can
be readily obtained face a period of serious curtailment.

The next chart shown in the same column presents
the Institute's Demand-Supply Ratio II with the index
of industrial stock prices. This ratio includes industrial
production as well as shipments and inventories in the
supply factor. The downward trend that has been evi-

dent since September 1940 continued in September 1941.
This index appears to have some forecasting value, and
on the strength of the record up to that time, we
pointed out in August and again in early October that
a pessimistic attitude toward stock prices in the near
future seemed advisable. Thus far, these comments
have been justified by the course of events. It is possi-
ble that further experience will justify even greater con-
fidence in the forecasting value of this index.

THE FUNDAMENTALS

Supply
There was a decrease in the steel-ingot production

rate last week from 98 to 973^ per cent of theoretical
capacity. The slight loss in the industry's activity was
attributed to shutdowns for necessary repairs and to
shortages of pig iron and steel scrap. The Iron Age
stated: "Using its broad authority to direct shipments,
the 0PM has been briskly manipulating iron and steel
scrap supplies to keep defense production going. How-
ever, the 0PM's carload diversions of this material,
while permitting continuance of hand-to-mouth opera-
tions at plants hard pressed for scrap, do not reduce the
overall shortage, and most major districts report the
supply situation is growing still tighter. Incoming
steel orders are running 15 to 20 per cent below October,
with nondefense customers dropping from the order
books and new receivers of defense subcontracts adding
to the industry's backlog."

1929 1932 1937 1938 1940 1941
Per Cent of Capacity 73.0 19.0 37.0 62.5 96.0 97.5

(Latest 1941 weekly data; corresponding week earlier years)

The gain in electric power production compared
with output during the corresponding period last year
increased from 15.8 per cent in the preceding week to
16.4 per cent last week.

1929 1932 1937 1938 1940 1941
Billion Kilowatt Hours 1.79 1.52 2.18 2.21 2.86 3.33

Last week, the automobile industry produced
93,585 cars and trucks compared with output of 92,879
units in the preceding week. Production of slightly
more than 90,000 units a week has been maintained
during the past month, and the same rate is expected to
be continued during the next few weeks.

1929 1932 1937 1938 1940 1941
Units (000 omitted) 49 14 85 86 123 94

Cotton-mill activity was unchanged last week when
a seasonal increase was expected, and the adjusted
index declined from 156.1 (revised) to 155.7. The
establishment of price ceilings in the cotton-goods
industry has apparently failed to work successfully.
Last week two of the largest companies printing cotton
goods announced suspension of operations because they
were unable to obtain supplies of gray goods.

1929 1932 1937 1938 1940 1941
New York Times Index 112.0 104.4 103.4 119.2 127.5 155.7

Lumber production last week remained at about the
preceding week's level. The seasonally adjusted index
was 124.0 per cent of the 1935-1939 monthly average.
In the preceding week the index was 124.1. The vol-
ume of new orders increased last week for the first
time this month.

1929 1932 1937 1938 1940 1941
New York Times Index 126.5 36.2 72.4 84.0 112.6 124.0
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SOURCES OF PURCHASING MEDIA

Demand
A year ago, the expansion in the volume of retail

sales was primarily concentrated in the industrial
areas, but during the past few months the trend has
changed and, although trade remains active in the cities,
there is greater buying power in the rural districts. For
example, in September 1941 farm income was 47 per
cent greater than it was in September 1940. The rela-
tive position of the farm areas may continue to improve
if pay-roll losses caused by changeovers from nonde-
fense to defense production become serious. The dollar
volume of department-store sales last week was 14 per
cent greater than that for the corresponding week of 1940.

Prices
A reactionary trend in the sensitive wholesale com-

modity price indexes last week was attributed to reports
that Government farm payments may be curtailed as
part of a program of retrenchment in nondefense
spending. Moody's Spot Commodity Price Index
declined from 209.3 on November 6 to 208.9 on Novem-
ber 13. The Dow-Jones Index of Commodity Futures
closed at 80.74 on November 6 and at 80.41 on Novem-
ber 13.

FINANCE
Sources of Purchasing Media

The chart at the top of the page shows that aggregate
purchasing media remained substantially unchanged
during the past three months. The total at the end of
October was only about $100,000,000 greater than it
was at the end of July, a minor increase compared with
the large gains that have been the general rule during
three-month periods since the middle of 1938.

It is necessary to go back to March 1938 to find a
month in which there was a smaller gain in purchasing
media from the money-commodity source than there
was last month. The increase in the Nation's monetary
gold stock was $35,000,000, about half of which was
probably derived from domestic gold production (assum-
ing that our gold mines are producing at about the same
rate as they were last year). There is still a small
monthly net gold import, but this has shrunk to the
point where a net export, suggested as a possibility by
the Board of Governors of the Federal Reserve System
some months ago, may be reported at any time.

For the first time since the defense effort got under
way on a large scale late in 1940, the volume of com-
mercial loans and consequently the purchasing media
derived therefrom failed to increase last month. Suffi-
ciently detailed data are not available to indicate the
reason for this change in trend, but the answer will
probably be found in a change in the inventory policies
of commercial and industrial companies. As the chart
at the top of the first column of page 186 shows, the
value of manufacturers' inventories has increased sub-
stantially since the war began. The increase has been
financed to an important extent by bank credit. When
the Department of Commerce's figures are available for
October, they may show that the upward trend of
inventories has leveled off. Ultimately such a develop-
ment is obviously inevitable. Factors tending to limit
the further increase in inventories are (1) the large size
of the stocks on hand; (2) the inadequacy of supplies
of some materials; (3) the Government's anti-hoarding
campaign aimed at companies that have supplies of
essential materials far in excess of current needs.

There was a decrease of about $100,000,000 last
month in purchasing media derived from the third
source (created by an excess of investment-type assets
representing tangible property with respect to the sav-
ings available to the banking system). The decrease
from this source was caused by bank sales of both fully
guaranteed issues and "other securities."

The decrease in purchasing media from the third
source was slightly more than offset by an increase of
$120,000,000 in purchasing media from the fourth
source. This increase was caused by the Treasury's
spending a portion of the funds received from the com-
mercial banking system, representing inflationary credit
created for the purpose of purchasing the Government's
new bond issue.

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

Schuster, New York. ($1.00)
Assistance in making Federal corporation tax returns

is appreciated even by experienced accountants and we
can recommend this guidebook. Like Your Income Tax
(for individual returns) by the same author, it uses the
tax return as a convenient index.
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