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RESEARCH REPORTS
WHERE ARE WE GOING?

Possible Opportunities
in a Postwar World

Throughout the centuries, living standards have
tended to improve whenever man has lived under condi-
tions that permitted the cultivation of inventive genius.
The practical application of scientific research has been
gaining force during the past century and a half as
scientific skills have been more and more widely dis-
seminated. The relatively brief record of this country
has afforded the outstanding example of scientific
accomplishment in all history.

The Marxians and their intellectual progeny, the
Technocrats, periodically attempt to startle the world
by their views of the destructive effects of technological
improvements. However, most professional economists
and an increasing proportion of the general public are
giving attention to an aspect of the problem that is
overlooked by the Technocrats' alarmed following. As
science discovers new fields, new methods of doing
things, and new products, it continually enlarges both
its own field for future work and the number of articles
that may be designed by man. Consequently, the
scientific advance that means technological improve-
ment is continually providing new opportunities that
never existed before. These are opportunities for busi-
ness men, for investors, and for the ordinary wage
earners, and for all of these groups as well in their
capacities as consumers.

The Frontiers of Science

We are convinced that the development of new tech-
niques and new products will provide the most impor-
tant opportunities in the postwar world. As great
changes are in store for agriculture as have occurred in
recent decades. The productive efficiency of farms will
be increased by more mechanization, better pest con-
trols, soil analysis, and other agricultural techniques.
There is already definite evidence that one of the most
promising fields of opportunity for the farmer in the
postwar world is the growing of industrial products.
These materials for the factories may ultimately create
markets as important as those providing the population
with food.

The production of improved types of durable goods
during the past fifty years has made the most important
contribution to the Nation's living standards, and it is
in this field that the greatest technological progress has

been achieved. It probably still constitutes the Nation's
greatest potential sustaining force for successful post-
war reconstruction. The postwar automobile will prob-
ably be radically different from those now on the road.
We cannot expect this great industry to be so influential
a factor after the present conflict as it was in the period
following the first World War. It is a mature industry
today; whereas, it was an infant industry before the
former war. Nevertheless, it should play an important
part in providing postwar opportunities.1

In an earlier bulletin,2 we considered the possible
influence of the construction industry on postwar
trends. The adaptation of homes for comfortable living
has made great strides during the past two decades,
and these will doubtless be continued during the post-
war period when there will be a great demand for new
housing in extensive areas throughout the country.
There will be new automatic controls and devices creat-
ing improved temperature, moisture, and sound condi-
tions in homes. Designs will be better adapted to envi-
ronment, and interior arrangements will be more suitable
for the family units of the time. Household appliances
will be more widely distributed; old ones will be
improved, and new ones developed.

The airplane will undoubtedly come into more
general use during the postwar period. There will be
many thousand trained pilots by the end of the war.
Even more important may be the knowledge of aero-
nautics that will be gained. When a small machine is
developed that can hover before landing, the ground-
work will be laid for an airplane development similar to
that of the automobile during the past few decades.

These durable goods and others that will undoubt-
edly be developed are all of the type that in the past
have been sold to a great extent on consumer credit or
installment plans. The volume of consumer credit
outstanding has already been reduced, and the regula-
tions promulgated by the Board of Governors of the
Federal Reserve System will further reduce these credits.
Therefore, when supplies of these goods are again avail-
able, a great expansion in demand can be rapidly
experienced.

Revival of Modified Enterprise System

There will be demand for many things after the war
that people have been wanting to buy but have been

1 See the discussion of the automobile industry, April 13, 1942,
Weekly Bulletin, page 59.

2 Weekly Bulletin, April 13, 1942, pages 58-59.
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unable to obtain. Who is going to make them? In spite
of the prewar trend toward Federal encroachment in
the electric-power field, Government representation on
the boards of corporations that borrowed from the
Reconstruction Finance Corporation, and the few
Government seizures of war-industry plants, we believe
that the people will not sanction the general socializ-
ation of industry after even a protracted war. To be
sure, industrial management will be unable to free
itself from all of the Government restrictions imposed
on it as wartime necessities. Nevertheless, it can prob-
ably look forward to relaxation of the most stringent
Government regulations. Certainly, there will be a
great increase in the flow of materials available for
civilian consumption.

Trend Toward Free Trade?

Before the war in 1939 disrupted the program, the
Hull trade treaties were leading the way toward freeing
world trade from tariff restrictions that in the long run
were inimical to the general welfare of the nations
involved. After the war, we shall have shipping facilities
that can be utilized only if a large volume of interna-
tional commodity exchanges are made possible. Econ-
omists both within and without the Government in this
country have expressed the hope that there will be a
definite trend toward free trade after the war. In fact,
the elements exist for creating the greatest volume of
commodity interchange among nations that has ever
been attained. The chances appear to be at least favor-
able enough to give this possible development a high
rank in the opportunities of the postwar world.

Political Developments

In the realm of social relationships, it is especially
difficult to select the significant factors. Nevertheless,
some of the factors that will shape the postwar political
trends can be examined and their future influence
assessed. It can be definitely assumed that there will
be a popular revulsion against wartime regimentation.
We shall be wearied with standing in line for permits to
carry out the ordinary functions of existence. Restric-
tions that are irksome but recognized as necessary in
wartime will be found intolerable after the war is over.
If the public revolt from these restrictions is strong
enough, it may also lead to the repudiation of the trend
toward state socialism that characterized the preceding
decade.

It may be recognized that the extravagancies and
abuses that have accompanied the New Deal are no less
inimical to society than those of the financial exploiters
of the New Era in the preceding decade. There is
already a growing popular sentiment favoring the
amendment of the labor laws to impose on labor leader-
ship responsibilities at least partially commensurate
with the special privileges that have been granted them.
There is also the possibility that a wartime necessity
for broadening the area of individual tax assessments
will encourage a postwar movement for retrenchment in
nonessential Government expenditures. It would be
an unusually favorable development if the adminis-
tration of relief were limited to providing minimum
funds necessary for the purpose and divorced from
political manipulations and from such social purposes
as the redistribution of wealth.

The Constitution Will Survive
The constitutional form of government of the

United States has proved its great value in bringing the
Nation through many acute crises. Although the Con-
stitution is flexible to the extent that it can be amended,
its clearly defined restrictions maintain a form of govern-
ment that protects both the individual and minority
groups. It is the people's great bulwark against the dic-
tatorship of the majority. As long as its Articles are
observed, the power of State officials is limited to the
rule of law and not of whim.

Periodically, throughout the country's history there
have been attacks on the Supreme Court of the United
States, whose duty it is to interpret the Document, by
administrations that have sought to by-pass the process
of constitutional amendment. These have served to
draw attention to the great value of constitutional gov-
ernment and, perhaps primarily for this reason, have
usually been followed by periods characterized by
respect for the Nation's basic law and the higher judici-
ary. What better hope is there of maintaining oppor-
tunity in this country than by adhering to a system by
which we have created the highest living standards ever
attained by a great nation?

Political Economy

There is another constructive possibility that is
admittedly less likely to be realized. Schools of Govern-
ment have been established in many of the Nation's
institutions of higher learning. Economic theory is
being more widely studied. Some Government econo-
mists are now at work analyzing data rather than draw-
ing ideas out of the "blue." It is therefore conceivable
that the scientific method may finally begin to be
applied to economic and social problems.

It is unnecessary to point to the perennial wars
between nations and to the periods of depression and
other maladjustments attacking the internal economy
to establish the obvious fact that efficiency in the pro-
duction of goods has far outstripped that of social
organization. This discrepancy is at least widely recog-
nized, and a more practical approach to its remedy may
appear during the postwar period. If a leadership
arises whose thesis rests on the dispassionate and
orderly examination of economic phenomena, it will
surely lead to the abolition of some of the established
special-group privileges that have interfered with the
functioning of a free competitive system. The results
should be far more valuable than the temporary pana-
ceas hitherto brought forward whenever there is a gross
malfunctioning of the economic system.

In another Institute publication3 we have shown that
there is a sufficiently close agreement among representa-
tive groups of economists to establish the worth of eco-
nomic principles (on the basis of background informa-
tion covering knowledge of economic experiments during
the past several hundred years). If a national adminis-
tration should accept such professional advice, forget-
ting the political expediency of the moment, the results
might be favorable for the party as well as the Nation.
The character of social problems does not lend itself to
the dispassionate analysis that can be applied to prob-
lems of physics or chemistry or to the processing of
materials. If the scientific method is ever courageously

3
 Current Economic Delusions and their Probable Future Effects,

Chapter I.
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INDEX OF LIVING STANDARDS
(ADJUSTED FOR LONG TERM TREND)
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applied to economic-social problems, it will be the first
time in any land at any time in history, but the poten-
tialities for good would be as great as the achievement
would be unique.

The postwar developments indicated as probable by
the previous discussion under the title WHERE ARE WE

GOING? will be summarized in next week's bulletin.

BUSINESS

Index of Living Standards
The Institute's index of living standards shown in

the chart at the top of this page reflects the trend in the
movement of both durable and nondurable goods to the
consumer. The index is the result of applying a six
months' moving average to the index of consumer goods
produced, adjusted to allow for growth in population.

The rise of the index in 1941 to the highest level
above normal recorded during the thirty-year period
shown was made possible by the boom in consumer
durable goods that occurred after the national defense
program had begun to augment industrial pay rolls but
before the program had seriously interfered with the
production of materials not essential for war. The
production of durable consumer goods was being cur-
tailed as a result of the war preparation during the
second half of 1941, but a large stock of supplies of this
class of products had been accumulated and was being
distributed to the public during the later months of the
year. After we entered the war last December, the
downward trend of the index of production of consumer
durable goods was accelerated, and in March 1942 had
been halved from the index twelve months earlier.
Recent rulings made by the Government permit the
production of only a negligible quantity of consumer
durable goods in the future. However, it will be several
months before dealers' stocks of consumer durable
goods are exhausted and this period will be prolonged
by restrictions on their disposal.

In the meantime, the production of consumer non-
durable goods has been sustained at a high level. This
record has been possible partly because restrictions on
the production and sale of most foods, clothing, and
other consumer nondurable goods have been relatively
light and partly because the demand for this class of
goods by the armed forces is greater per capita than
from the civilian population.

There was a greater decline in the index during March
than there was in any of the preceding four war months.
The physical volume of consumer goods now being dis-

tributed is less than it was a year ago, and the rate of
production has been more drastically curtailed. It is
therefore evident that the time is very near when the
large volume of purchasing media now in the hands of
the public will not enable its owners to buy the desired
consumer goods, at least through the recognized chan-
nels of trade.

Commercial Confidence
Although newspaper advertising linage increased in

March 1942 from the February total, the aggregate was
about 63̂ 2 per cent less than it was in the corresponding
month of 1941. The comparison was about the same
as it was in the preceding month.

Newspaper advertising linage in the dailies of 52
cities during March 1941 and 1942 with the percentage
changes is shown in the accompanying summary.

Newspaper
Advertising
Linage

Classified
Display

Automotive
Financial
General
Retail

March
1H1

March
1942

(Millions of Dollars)

24.7

5.9
1.8

17.2
64.7

22.0

1.9
1.8

16.3
64.9

Per Cent Decrease
March 1942

From March 194,1

10.9

67.8

5.2
0.3*

Total 114.4 106.9 6.6

* Increase

As in the preceding month, retail display advertising
was the only subdivision of the total that showed an
increase from the March 1941 level. There was no
change in the volume of financial advertising, but that
has been at a low ebb since the New Era period. Com-
pilation of data on magazine advertising shows a down-
ward trend somewhat similar to that in newspaper
advertising. Further reductions in the activity of the
advertising industry may be expected during the remain-
der of the war.

THE FUNDAMENTALS
Supply

The steel-ingot production rate last week decreased
from 100 to 99 per cent of theoretical capacity. The
moderate curtailment in production was attributed to
temporary shut-downs for repairs. The Iron Age stated
that ship production had been limited by an insufficient
supply of steel plates and expressed the opinion that it
will be several months before the production of this
class of steel is adequate to meet the demand. The
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Nation's shipbuilding capacity will be greatly enlarged
in a few months when new yards established last winter
begin to produce.

1929 1932 1937 1938 19U 194IB
Per Cent of Capacity 97.0 22.0 91.0 31.0 97.5 99.0

(Latest 1942 weekly data; corresponding week earlier years)

The seasonal trend of the power industry is down-
ward in the spring, and last week was the first in more
than a month in which a gain was recorded in electric-
power production. Kilowatt-hours generated increased
from 3,273,190,000 (revised) in the preceding week to
3,304,602,000 last week. The gain from output in the
corresponding week of 1941 was 12.2 per cent.

1929 1932 1937 1938 19U 1942
Billion Kilowatt-Hours 1.69 1.43 2.18 1.94 2.94 3.30

There was a substantial increase in lumber produc-
tion last week, and the seasonally adjusted index
advanced from 113.1 to 119.7.

1929 1932 1937 1938 19U 19^2
New York Times Index 126.7 38.1 86.8 58.5 120.5 119.7

Demand
The announcement of the Government's price-con-

trol policy has apparently had little effect on demand in
the retail stores, but retail merchants have virtually
stopped placing orders in the wholesale market. When
they start buying again, they will obviously stock only
those items that will yield at least a minimum profit
margin under OP A regulations. Last week the dollar
volume of department-store sales was eight per cent
greater than it was in the corresponding week of 1941.
The increase was less than half as large as the gain of
nineteen per cent in average prices of department-store
merchandise.

Prices
Average prices of commodities quoted on the

exchanges were higher last week. Moody's Spot Com-
modity Price Index was 230.4 on April 30 and 232.3 on
May 7. The Dow-Jones Index of Commodity Futures
closed at 86.61 on April 30 and at 88.06 on May 7.

FINANCE
The Harwood Index of Inflation

The advance in the Index of Inflation in ratio form
from 104.8 in March to 108.8 (preliminary) shown in
the chart in the April Monthly Bulletin was continued
during the last of the month, and the revised figure for
April is 111.0. This advance of nearly six per cent in
the Index represents the greatest increase that has
occurred in any one month since the winter of 1933-34,
and the Index has definitely broken away from the
range within which it has fluctuated during the past
five years. The implications are ominous.

The advance in the Index was caused by an increase
of $1,600,000,000 in the investment-type assets of the
commercial banks and by the distribution by the Gov-
ernment of $700,000,000 previously accumulated in
Treasury checking accounts. The Government is being
forced to resort to inflationary means for meeting its cur-
rent wartime obligations, a situation that is causing
Treasury authorities grave apprehension concerning the
effects that this outpouring of newly created purchasing
media will have on the Nation's commodity-price
structure.

The next few weeks will undoubtedly see a contin-
ued increase in this trend before the June 15 income-tax
payment temporarily comes to the Treasury's assist-

ance. The United States Treasury's statement reports
sales of $536,000,000 of United States Savings Bonds
during the month of April, compared with sales of
$565,000,000 during the month of March. The daily
rate of sales was about the same during both months,
and was only half the volume declared necessary by
Treasury officials to meet wartime expenditures with-
out resorting to a dangerous degree of inflationary
financing through the commercial banks.

The Treasury's May 15 borrowing includes a bond
issue of $1,250,000,000 offered primarily to the com-
mercial banks and an issue of indeterminate amount
offered primarily to insurance institutions and wealthy
investors. The latter class of bonds cannot be held as
investments by the banks, although they may be
pledged by their owners as collateral. Of course, if they
are used as collateral to obtain bank loans, inflationary
bank credit will result, and the purpose of the restriction
against bank ownership will be nullified.

SECURITIES
Bonds

Bond prices remained virtually unchanged last week.
The Dow-Jones average of 40 bonds was 90.48 on
April 30 and 90.43 on May 7.

Stocks
The improvement in stock prices that has occurred

since the latter part of April has been unaccompanied
by any increase in the volume of transactions on the
New York Stock Exchange.

RECOMMENDED BOOKS
"The Economic Effects of Advertising," by Neil H.

Borden. Richard D. Irwin, Inc., Chicago. ($5.00)
This volume presents the results of probably the most

exhaustive study that has been made of the general
field of advertising. Professor Borden directed the four-
year investigation that was made possible by a special
research grant to Harvard College. The study embraces
both the effects of advertising on demand for goods (case
studies are made of specific advertised products) and
the ethical aspects of advertising.

Even those who are familiar with the field of adver-
tising may revise some preconceptions after studying
this book. For example, two charts comparing advertis-
ing activity with general business activity and advertis-
ing activity with department-store sales both appear to
indicate that the importance of advertising in the
Nation's economy has diminished appreciably since
1929. The studies of consumers' attitude toward adver-
tising will also be found revealing to those either
directly or indirectly concerned with the business.

Following the scientific method, the author has
stated definite conclusions only when the data pre-
sented give them convincing support. After completing
this objective study, Professor Borden finds that adver-
tising as a whole is socially desirable. He believes that
the costs involved are amply justified by services ren-
dered in promoting improved types of merchandise
that ultimately bring better living standards.

The mass of statistics presented and the numerous
aspects of the subject treated in nearly a thousand
pages of text cannot be adequately described within
the limits of a brief review. It is enough to predict that
the volume will be used as a standard reference work
by all concerned with advertising.
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