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BUSINESS PEERS INTO FOG FOR SIGN OF WHAT 1938 WILL BRING 
-—-»,-—_______ 

DEPOSITS REACH 
ALL-TIME PEAK 
IN CAPITAL BANKS 

Drop From March Record 
Followed by Recovery. 

Trade Edges Up. 

STORE SALES EXCEED 
LAST YEAR SLIGHTLY 

Clearings, Building and Loan 
Data and Security Prices All 

Show Stable Conditions. 

By EDWARD C. STONE. 

Washington banks enjoyed a highly 
successful year in 1937 and the same 
Is true of most other lines of business 
in the Capital. 

Total deposits reached an all-time 
high level in March, when they aggre- 
gated $341,235,513.26. On the- con- 

troller s call three 
months later thev 
had dropped to 
$308,805,881.07 

In the past six 
months deposits 
have advanced 

! until they are now 
: understood to be 
from $10,000,000 
to Slo.000,000 above 
the June 30 figure, 

I 
or somewhere 
around $320,000,- 
000, a sum attained 
by normal condi- 

Edward C. Stone. tions Tile exaCf 
figure on Decem- 

ber 31 will .be brought out in a few 
days. 

Bank Earnings Favorable. 
Bank officials report that earnings 

were most favorable during the year, 
much higher than anticipated. Bond 
accounts returned good results, most 
banks recorded a slow but steady ex- 

pansion in the demand for loans, 
added to their profits from trust de- 
partments: in short, came out in fine 
shape. While bankers are not doing 
any crowing, they all say "we had a 

good year." 
Checks handled through the Wash- 

ington Clearing House disclosed a gain 
of $128,060,684.19 ovej 1936, indi- 
cating both greatly increased activity 
in bank accounts and steady expansion 
In business. In almost every month in 
1937 clearings bounded ahead of the 
like month in 1936. 

Reports from the 20 building and 
loan associations in the Capital tell 
the same story of business progress, 
increases in loans and sound condi- 
tions. 

Good Year on D. C. Exchange. 
Volume of trading on the Washing- 

ton Stock Exchange in the first half 
year ran ahead of the previous year 
and dropped behind in the last half. 
Business for the 12 months made a I 
good record. 

Bank stocks drew a lot of attention 
and revealed decided strength, al- 
though quotations were lower at the 
end of the year. Their strength j 
caused wide comment, as did the ac- 
tion of some local bank stocks not 
listed on the exchange. 

Most of the public utility issues held 
up pretty well during the year. The 
poorest performer was Capital Tran- 
Bit. While the company was awaiting 
a plea for higher rates, quotations 
dropped from 16 to 8. After the 
higher rates were granted, the stock 
aold down to just before the No- 
vember report disclosed an increase 
of well over $1,000 a day as a result 
of the higher fares. 

Bonds on the Washington Stock Ex- 
change, with few exceptions, refused to j 
give much ground late in the year. 
In many instances holders of the 
senior securities were unwilling to part j 
With their holdings at any price. 

Merchants Cheered by Trade. < 

Retail trade in Washington in the ; 

first 11 months of 1937 was just a 
bit ahead of 1936. Exact December 
figures have not been compiled, but 
there was a rush of holiday business 
that has rarely been equaled, accord- 
ing to leading merchants. 

The books will show mercantile re- 
sults close to the 1936 records, perhaps 
higher, possibly off slightly. Regard- 
less of the final percentage compari- 
sons, retail volume was all that could 
be desired for the full year. 11 months 
of lively trade being followed by the 
holiday climax. 

Utility earnings were also refreshing 
during 1937. Potomac Electric Power 
profits will be 10 per cent better than 
in 1936. Chesapeake & Potomac Tele- 
phone Co. earnings, as well as those 
of the Washington Gas Light Co., 
which gained 6 per cent in 11 months, 
reached very high marks, while Cap- 
ital Transit revenues were on the up- 
grade at the end of the year. Post 
Office receipts and express income 

| Joined in the forward march. 
Countless other lines of business 

might be mentioned in which the 
year’s returns were impressive. In the 
life Insurance field alone Washington 
agihts wrote $67,804,000 in new poli- 
cies in the first 11 months of 1937, an 

Increase of 6 per cent over the like 
period In 1936. 

And what of 1938? The Govern- 
ment’s huge pay roll will take care of 
the Capital, assuring the city of an- 
other banner epoch. 

WILSHIRE IS CONFIDENT 
OF GAINS IN NEW YEAR 

* By the Associated Press. 

NEW YORK, Jan. 1.—Joseph Wil- 
shire, chairman of the board of Stand- 
ard Brands, was optimistic: 

"The turn of the year finds business 
hesitating. The recession which has 
been experienced in the past few 
months has shaken confidence to some 
extent, but I see nothing that should 
cause the American people to fear 
an economic collapse. * * * 

"I stand with those who believe 
that 1038 holds promise of progress in 
all lines of industry." 

* A 

1937 Business Compared with 1936 
Percentage Charges in. Sigiu/icant Barometers 

Business 
Dollar Volume +9.5% 
Employment +10.5% 
Wages +?? n% 
Cost of Living E&&&3 +4.5% 
Building +10 5% 
Failures (No.) ■■■-4.6% 

Production 
Industrial Activity +11.6% 
Steel Operations +|46% 
Electric Output EIMH^I^II+II.4% 
Auto Output 3% 
Commodity Prices mvwzm%+n% 
Crude Oil Output +I9fl% 

Distribution 
Carloaoings ®3Mm+T2*£ 
Retail Prices laSlgigggl +7.8% 
Retail Sales ISSIIiiSli+8.1% 

Money 
Gold Reserves mmmimMi +9 7% 
Fed. Res. Ratio El+1.5% 
Time Money Rate 1111111^3+8.0% , 

Call Money Rate +13 0% 
Investment 

Total New Securities t '/.V',; 
Insurance : :~~l+5 5% 
Residential Building ["XT!~T~T ":y.H/ i i»?00% 

(Figures Mostly on Eleven Month Basis) 
Ca HfiV;DGF cA.'XXtA T£S. cB<X 70N 

RANKS AS WORLD’S 
BEST BAROMETER 
Year Reveals France Again 

Out of Step and Sharp 
Contrasts in U. S. 

By Cambridge Associates. 
Again Great Britain must be con- 

ceded the honors ass forecaster of 
world-wide trends. On the basis of 
1937 industrial statistics, also. Prance 
continued as the most out of step 
great power, and the United States 
as one of the most violent contrasts. 

While the rest of the world was 
whooping it up and looking to a 
bigger and better prosperity, London< 
was beginning to see the c«ld, gray 
light of dawn. For the peak of senti- 
ment and business activity alike in the 
empire was reached in the closing 
days of 1936, and 1937 opened with a 
considerable body of opinion in London 
forecasting a comparatively early end 
to the “armament boom.” 

It will not be forgotten that the 
British devaluation of 1931 was 
followed by a reversal of the down 
trend in that country, and touched 
off the series of events which started 
the inflationary spiral. So it is a 
definitely encouraging sign to the 
rest of the world that optimism is 
the keynote in financial London as 
the year closes. Since it covers so 
large a part of the world, and since 
its trade dominates international ex- 
change of goods and services, this at- 
titude must soon be either reversed 
or reflected in a resumption of the 
recovery. 

French Production Low. 
France in 1937 continued as the 

eading exponent of deflation, for 
iespite two devaluation moves, trade 
lontinucd at a low ebb. The long 
stand take/i against such action, 
primarily as a result of the over- 

vhelming sentiment against a repeti- 
ion of the disastrous post-war infla- 
ion, left the nation in such a weakened 
state that a quick restoration of con- 
idence was impossible. On the basis 
>f 100 for 1929, the 1937 average of 
ndustrial production in France is 
■stimated at approximately 71, only 
slightly above the depression low of 
>7.4 established in 1935. The home 
juilding surge which blessed England 
vas not seen in France. And although 
he new year is greeted in France 
vith more hopefulness than for some 
lime, the almost certain establish- 
ment of a Fascist state in Spain, the 
indigestible body of domestic social 
legislation and the increasingly ad- 
verse balance of trade hardly com- 

pensate for the small evidence of 
repatriation of gold which has taken 
place. 

The developments in Europe, how- 
ever, were far less sensational than 
those in this country; our frightened 
declines in the security markets were 

regarded with amusement at first, 
that we, who were so isolated from 
the scene of activities, should have & 
war scare. But an upward direction 
in an industrial trend line at the close 
of the year was not to be found 
throughout the world. Unless, of 
course, is taken into the reckoning 
that surprising index of the Russians, 
which stands at nearly 400 on the 
basis of 1929 as 100. 

Reich Makes Gains. 
Perhaps the most astonishing record 

for 1§37 was turned in by Germany, 
which seems to be making something 
out of nothing. Too much reliance 
should not be placed on current Ger- 
man indices, according to some 
authorities, but for what they are 

worth, the approximate level of indus- 
trial production rose from an average 
of 106.3 in 1936 to about 113 in 1937, 
both on the 1929 base. Self-sufficiency 
through the development of synthetics 
is here stressed as nowhere else in the 
world. 

Prosperity in Italy has closely par- 
alleled our own, except that the 1932 
low of production was 66.9, against 
53.8 in the United States. Italy also 
has a budget problem, owing, in large 
part, to the high cost of controlling 
and developing Ethiopia. A 10 per 
cent capital levy was imposed on cor- 
porations in 1937. 

The situation in Japan is somewhat 
precarious. As a nation virtually with- 
out raw materials, the penalty Imposed 

(See LONJXJN, Page E-10.) 
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SLIP REDUCES 
CORPORATION NETS 
IN PALL MONTHS 
Strikes and Higher Material 

Costs Also Cut Into 
Profit Estimates. 

By Cambridge Associates. 
The income of American corpo- 

rations during the first half, even the 
first three quarters of 1937, made 
very happy reading. Except where 
prolonged strikes had cut heavily Into 
production, steady and substantial 
gains were being recorded over 1936 
earnings, which had not been negli- 
gible. - 

When production plummeted in the 
fall, however, estimates of total earn- 

ings for the year had to be quickly 
revised. Higher costs for labor and 
material could not be hastily ad- 
justed and operating costs for the 
final quarter, will undoubtedly be 
found to have cut drastically into ex- 

pected profits. Corporate income for 
the whole year, nonetheless, should 
show a gain over 1936 and possibly 
an important one. 

All industries did not share alike, 
naturally. The extended strikes, the 
high labor costs, and the higher costs 
of raw materials and parts, reduced 
the earnings of automobile manufac- 
turers below 1936 totals even though 
more cars and trucks were sold. 

Steel Has Good Year. 
On the other hand, the steel in- 

dustry compiled a remarkable ton- 
nage and earnings record during the 
first nine months of 1937 and the 
gains of this period are too great to 
be canceled by the subsequent abrupt 
fall drop in operating rate from 80 
to 30 per cent. Although labor costs 
were higher in steel, too, price in- 
creases were well absorbed during the 
early part of the year and the sus- 

tained activity at high levels tended 
to permit economical production. 

Profits of the food manufacturers 
and distributors were hit more by 
rising material costs than anything 
else. Mounting wholesale and com- 

modity prices were not quickly re- 

flected in retail price increases and 
profit margins were cut substantially. 
In contrast to other groups, food com- 

panies will probably show as good or 

better earnings for the last half of the 
year as for the first half when the 
price problem was most serious. 

Fewer Extra Dividends. 
The flood of special year-end divi- 

dends, extras, and stock bonuses which 
gladdened the hearts of investors in 
the pre-Christmas season of 1936 was 

no’t repeated in 1937. 
Some “melons” mostly of a minor 

nature were cut but'there was not 
the distribution in anticipation of 
fat fourth-quarter earnings which was 
the rule the year previous. 

Many companies on other meet- 
ing dates had disbursed ^dividends 
closely paralleling eamings and, 
despite the surplus tax, it was the 
general tendencies to keep reserves 

as high as possible in the face of 
prevailing doubts of the future. 

RETURN OF RECOVERY 
BEFORE FALL DOUBTED 

By Cambridge Associates. 

“One would expect that the current 
business recession must run its course, 
subject to Interruptions,” says John 
H. Lewis, Good body & Co. 

“Viewing conditions both at home 
and abroad, a binding recovery before 
the fall of 1938 appears doubtful. In 
fact, trade and industry over the com- 

ing six months may do well to match 
the porformance of the 1935 first hall 
year. 

“Moreover, the lagging adjustment 
in costs imperils profit margins t< 
a greater extent than in past years 
Corporate earnings for the next si) 
months are, by and large, likely tc 
fall substantially below the poor show- 
ing of early 1935 months. 

“But while other than a temporary 
revival does not seem on the imme- 
diate horizon, the eventual climb oul 
of depression could possibly be some- 

what hastened if business were re- 

lieved of its heritage of unwise legis- 
I lation." 
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1937 Was “Not Another 

1929,” Wide Differences 
in Situation Cited. 

MOST CONTRAST SEEN 
IN BORROWING RATES 

Brokers’ Loans Low, Banks 
Stronger, Market Losses Smaller, 

U. S. Income Soars. 

By HARRISON R. BOL'LIA. 
Cambridge Associates Stall. 

Ever since business took a nose dive 
from the new recovery peak in August, 
the insistent question has been, “Is 
this ‘another 1929?’" 

To this question alone, perhaps, 
among the many posed by current 
uncertainties, a definite categorical 
answer is possible. And the answer 
is “No!" 

There is a superficial resemblance, 
it is true. Both in 1929 and 1937 
business reached a peak in midsummer 
and a terrific deflation of stock prices 
occurred in the fall. But here the 
similarity ends. 

Contrast in Money Rates. 
The most obvious difference between 

1929 and 1937 is in money rates. Call 
money in March of 1929 reached a 

high of 20 per cent and the average 
rate for July was 9.23 per cent. In 
1937 the call money rate never quiv- 
ered from the long-established 1 per 
cent. Time money loans were above 
8 per cent for mast of 1929; in 1937 
the rate was 11* per cent. 

Brokers’ loans climbed steadily 
throughout 1928 and 1929 averaging 
$8,530,000 monthly for the latter year. 
Throughout 1937 they hovered close 
to the billion mark. 

In 1937 the national income reached 
a record high of $81,000,000,000 
against an estimate for 1937 of $61,- 
000,000.000. How much of this income 
was tapped for speculative purposes 
will never be accurately known, but 
the cry of “profitless prosperity’’ which 
was raised had much to justify it. The 
flow of money into the stocks which 
made the fat, boiling markets were 
nostalgically recalled by the financial 
district during the “thin markets’’ of 
1937. Consumer income suffered in 
spite of the high national income 
total, and furthermore, the 1929 crash, 
although no greater percentagewise 
than that of 1937, caused many more 
billions of dollars damage and caused 
far more serious and widespread loss. 

Banking Structure Stronger. 
Nor is the credit structure as other- 

wise vulnerable as it was in 1929. The 
drastic purge of weak banks in 1933 
left the remaining institutions in a 
condition of unprecedented soundness, 
and the ultra-conservative character 
of present bank investment portfolios 
is virtual guarantee against a recur- 
rence of that period, when it was 
reported that incoming celebrities were 
saluted by the boom of banks in 
Manhattan. 

Neither does 1937 resemble 1929 in 
the matter of “white elephant’’ pro- 
ductive facilities. During 1929 more 
than $8,500,000,000 of new capital was 
raised. And the years previous had 
also seen tremendous amounts of new 
money poured into plant construction 
and equipment. In 1937 new financ- 
ing totaled scarcely less than a billion 
and a quarter and not since 1930, the 
last year when utility expansion was 
important, has industry asked for more 
than negligible amounts of new capital. 

Perhaps this failure to tap the in- 
vestment reservoir to finance indus- 
trial expansion is the chief reason why 
recovery stumbled, but the fact re- 
mains that no unwieldy amount of 
excess plant construction remains to 
be settled for after apparent need has 
faded. So far this has been almost 
completely a “consumption goods” re- 
covery and those looking for hope can 
find it in the fact that, in the past, it has been much easier to adjust in- 
ventory and price errors than those 
stemming from the too-exuberant use 
of credit for speculative activity in 
capital goods. 

Wage Rates Higher in ’37. 
Whether the fact that hourly rates 

of wages have forged ahead of 1929, 
rising much faster than production 
and employment, will be an obstacle 
to further recovery remains to be seen. 
One school of thought maintains that 
high and rigid wage levels preclude 
a resumption of recovery pending a 
difficult adjustment. Another, basing 
Its theory on the conclusion that the 
great depression was caused by failure 
of mass purchasing power, hails the 
present higher wage rates as a basis 
for optimism. 

Only in production levels did 1937 
compare closely with 1929, and two 
things should be noted here? First, 
few indices are compiled on a per 
capita basis and so do not take into 
consideration the more than 7,000,000 
increase in population since 1929. Sec- 
ond, the most popular indices tend to 
reflect production of consumption and 
semi-durable goods more strongly than 
construction and capital goods activity. 

The Indices of building for 1929 and 
before are in violent contrast with 
those of the last seven lean years. 
Ample ammunition is available in 
these statistics both to refute the 
premise that the debris of “another 
1929” must be cleared away, and to 
defend the hope that a steady in- 
crease in both residential and com- 

mercial building is possible. 
Comparison Confuses. 

The year 1937 may have been a 

prelude to many things as yet unfore- 
seen, but there is scant background 
of evidence to call it "another ’29.” 
For one more thing, according to fig- 
ures covering general business activ- 

■ lty, business took two and a half years 
before to drop as far as it has during 
the past four atontha. 

* 

START OF BETTER 
LABOR CONDITIONS 
SEEN DURING 1937 
All Interests May Benefit 

From Experience With 

Bargaining Process. 

UNION STRENGTH HITS 
NEW HIGH IN STRIFE 

Workers Forced to Accept Greater 
Responsibilities—Capital Takes 

Broader Attitude. 

By MALCOLM B. GLANDERS, 
Cambridge Associates Stall. 

It will be strange if one of the most 
turbulent years in American labor his- 
tory will also be held to mark the 
genesis of a new and more civilized 
era in industrial relationships. But 
this is not impossible. When perspec- 
tive places the trees in proper relation 
to the woods, it may very likely be 
found that gains of major significance 
to labor, industry and the public good 
have been wrought from what orig- 
inally appeared as only appallingly 
wasteful strife. 

If one believes that collective bar- 
gaining—reasonable, responsible, tol- 
erant, rational, collective bargaining— 
is an essential and inevitable machine- 
age procedure, and that the sooner 
it cajj be made to function smoothly 
and generally the better our chances 
of industrial progress, if one believes 
this, there are phenomena observable 
in the past year's stormy record to give 
him hope. 

Many industries, not the least the 
steel industry, got their first first-hand 
knowledge of collective bargaining in 
1937. Many workers became ac- 

quainted with the bargaining process 
for the first time. That something 
like chaos resulted in some plants is 
not surprising. Methods of settling 
disputes were, and still are, in a rough- 
hewn stage. Great numbers of the new 
union members were undisciplined and 
overtruculent. Numerous employers 
found it painful to adapt themselves 
to a new way of settling employe 
problems. 

Find Working Basis. 
Considering the obstacles, much 

progress has been made in a short 
time. The newer unions, not unmind- 
ful of the business slump, are begin- 
ning to feel their responsibilities and 
to force members to live up to con- 
tracts. Employers, at least many of 
them, have found it not impossible 
to work with the unions and a dis- 
tinctly broader attitude toward union 
organization is slowly infiltrating in- 
termanagement discussions of the sub- 
ject. 

Certainly if capital and labor have 
been brought closer to a basis for an 

understanding of each other and. more 
important, of their responsibilities to 
their fellows and the national economy 
at large—the conflicts of 1937 will not 
loom historically as excessively costly. 

Eight Million Union Members. 
No previous year, not even during 

the dynamic war and post-war pe- 
riod, saw so many new workers 
brought under the banner of organ- 
ized labor. In 1920, in its peak year, 
the American Federation of Labor 
had only a few more than four mil- 
lion members. Now the combined 
strength of the A. F. of L. and Com- 
mittee for Industrial Organization 
unions is in the neighborhood of the 
8,000.000 mark and still gaining. 

Of course a primary cause of this 
unprecedented growth is the C. I. O. 
This organization, which was formed 
for the express purpose of recruiting 
the workers in the big mass produc- 
tion industries, has carried on an in- 
tensive. well-financed drive in the 
steel, automobile, textile and rubber 
fields, not to mention many others 
which had no# been stirred by labor 
organizers for a generation. To this 
million-odd membership of the orig- 
inal A. F. of L. unions which formed 
the C. I. O. in 1936, between two and 
three million new members have been 
added to bring the total C. I. O. rolls 
close to 4,000,000. 

A. F. of L. Campaign. 
Only a- little less aggressive have 

been the trade unions adhering to 
their A. F. of L. affiliations. Under 
the spur of C. I. O. rivalry, special 
assessments have been levied and 
campaigns launched to list members 
In new fields as well as in those in 
which trade unions were well en- 
trenched. The results of these efforts 
have been startlingly successful. Cur- 
rently, in spite of the loss of former 
members to the C. I. O., total Federa- 
tion membership is now near its all- 
time peak. 

Conditions greatly favored the 
unionization efforts of both organiza- 
tions. Production was rising faster 
than payrolls and employment. In- 
dustrial profits in 1936 showed fat in- 
creases and continued to rise in the 
early part of 1937. So did prioes. All 
these factors, of course, contributed 
to the determination of workers to 
share in prosperity through bigger 
wages and shorter hours. Labor un- 
rest during such a phase of the re- 

covery cycle is traditional and its re- 
currence was to be expected. 

Wagner Law Aids Drive. 
The special element which colored 

and intensified union organization 
drives in the period just past was, of 
course, the friendly attitude of the 
Federal Government, expressed di- 
rectly and forcefully in the National 
Labor Relations Act, otherwise known 
as the Wagner Law. The A. F. of L. 
and employers have complained that 
the National Labor Relations Board 
which was set up to make the act effec- 
tive, has favored the C. I. O. to the 
exclusion of all other types of union 
organization. The fact remains, how- 
ever, that the Wagner Act has been a 

potent force, more psychological in 
many cases than actual, to speed the 
collective bargaining process. 

The sum of all these conditions 
(Bee LABOR, Page 
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OPERATING RATES 
ARE CURTAILED BY 
LEVY ON PROFITS 

Unwise Capitalizations Laid 
to Inability of Business 

to Finance Self. 
By Cambridge Associates. 

When the Congress convenes in its 
regular session one of the most press- 
ing problems will be a reconsideration 
of the tax structure. Outstanding 
among the taxes that will be consid- 
ered for revision is the undistributed 
profits tax. 

If this levy were responsible for as 

many evil effects as its opponents have 
claimed for it, the loss of revenue suf- 
fered from its complete demolishment 
would be a small matter Indeed, com- 
pared with the economic benefits 
achieved. 

Objectively considered, the undis- 
tributed profits tax represents a step 
too far in the direction of socialization 
of industry. Too far for the comfort 
of the average business man, and too 
far from the standpoint of a Govern- 
ment which is not prepared to go the 
whole way. 

Among the many factors that con- 
tributed to the alacrity with which 
industry cut operating schedules in the 
latter part of 1937, history will un- 

doubtedly charge this tax with a large 
measure of responsibility. 

Uncertainties Intensified. 
And the most directly traceable rea- 

son is the fact that management is 
deprived of the will to continue to 
provide employment against an un- 
certain outlook when replacement of 
depleted surpluses can be accomplished 
only under a heavy penalty. 

Among other results of this method 
of taxation which have proved them- 
selves perhaps the most outstanding 
is the tendency toward unsound cap- 
italizations. In a securities market 
which does not tend to encourage ex- 

pansion financing, corporations are 
forced to retain earnings for this 
purpose. 

In doing this, they can only avoid 
heavy taxation through the method of 
issuing senior securities, such as pre- 
ferred stock, in lieu of dividends. Now 
such issues of preferred stock or other 
obligations bearing a fixed dividend 
or rate of interest lesson the ability 
of the corporation to meet poor busi- 
ness conditions. Recapitalization pro- 
grams to compensate for large dividend 
accumulations have been all too com- 
mon in recent years, but such pro- 
cedures appear inevitable under any 
provision which unduly expands fixed 
obligations. 

Relief Declared Urgent. 
In the face of these criticisms the 

; undistributed profits tax cannot hope 
to survive in anything like its present 
form. Naturally, there will be an at- 
tempt to offset any loss of revenue 
from cancellation of its provisions 
But under conditions obtaining at 
present it will be relatively easy tc 
get a movement under way for re- 
lief for three classes of corporations: 

1. The small business enterprise. 
2. Corporations in debt. 
3. Companies which are prepared tc 

invest undistributed earnings immedi- 
ately in expansion of plant facilities 
replacements of machinery, etc. 

Expediency will furnish the pressure 
in favor of the last group, since the 
Congress is well aware of its mandate 
from the country at large to favoi 
any project which will encourage im- 
mediate extraordinary expenditures. 

At this time it appears that thie 
tax will be considered early in the 

1 session, but since there will be a large 
I number of divergent views on manj 
> points, quick action is not predicted 
: And in a Nation of people daily grow- 

ing more conscious of the necessity o: 
balancing the-Federal budget, no om 

may suppose that the tax revisioi 
program will relieve the burden; 1 
will merely distribute it in a mannei 

1 which the majority concedes is fail 
1 and equitable. This means additions 
r taxes for those corporations whict 
* are in a position to bear them. 

! MANY WOMAN EMPLOYES. 
More than half of the 262,000 em- 

ployes of the Bell Telephone com- 
1 panies at the end of 1936 wen 

j women. Their average age was 31; 
their average length of service wu 

1 
over 10 years. 

I MANY OWN AUTOS. 
Of 157,000 workers in representative 

steel plants in Ohio, Pennsylvania and 
1 West Virginia. 117,000—3 out of 4— 

own rsissnger ears. 
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CONSUMER MED 
BY UPWARD TREND 

OF REAL INCOME 
More Cash Dollars Offset 

Price Advances and 
Leave Net Gain. 

By Cambridge Associates. 
Dollars to doughnuts—how can you 

tell the real worth of a dollar unless 
you translate that bit of paper with a 

“one” on it into doughnuts, steak, 
bread, rent, winter coats, rayon un- 

derwear, movies, manicures and mar- 

cels? 

The answer is you can’t. Suppose 
your salary is $35 a week and it costs 

you $35 a week to live. Now suppose 
you get a 10 per cent raise. You get 

| $38.50 in your pay envelope. But 
prices have gone up 10 per cent, too. 
It still costs you $38.50 to live—and no 

extra movies, manicures or marcels 
either. 

On the other hand, let us suppose 
you get the 10 per cent raise, bringing 
your salary to $38.50, but at the same 
time prices are only rising 5 per cent. 
For the same amount of things you 
bought before for $35 it now costs 
you $35.75. But since you are now- 

getting $38.50 you have an extra $1.75 
to spend any way that you like—for 
more food, for a better place to live, 
for more enjoyment. 

Income Rises Faster. 
This, in effect, was what happened 

to the American consumer in 1937. 
! He found prices rising. Frequently 
he—and she — complained bitterly 
about rising rents, the high cost of 
pork chops, and the simply terrible 
expense of getting something decent 
to wear. If he (or she) were prefectly 
typical and statistically minded, how- 
ever, these rising prices could have 
been taken much more calmly. 
Weighing the contents of the weekly 
pay envelope against the weekly cost 
of living, he would still find a net 
gain in real income over the year be- 
fore. 

Things co6t more in 1937, yes. But 
pay envelopes, salary checks, farm and 
investment income were bigger, too, 
so that a net balance was left to 
spend for more things. 

The largest and most consistent rise 
in prices last year was in rents. These 
rose steadily and were about 10 per 
cent higher at the end of the year 
than at the beginning. Pood costs 
started to rise alarmingly during the 
middle of the year but the later 
months brought a welcome reversal of 
this tendency and householders ac- 

tually were paying less than one-half 
per cent more to fill the same food 
basket at the end of 1937. 

More Real Dollars 
Clothing costs and the costs of 

things in the "all other” category rose 

slightly but insufficiently to have any 
very drastic effect on family budgets. 

But while ordinary household ex- 

penses were rising, on an average, be- 
tween 4 and 5 per cent, cash in- 
comes were increasing by approxi- 
mately 10 per cent. The real dollars 
in the hands of the Nation’s con- 
sumers were not as many more as the 
paper dollars but they were larger 
than the real dollars of the year be- 
fore. In terms of groceries, rent, 
clothing, and all the other goods and 
services which add to human enjoy- 
•••nt an actual gain was made. 

North American 
Sells 7 Per Cent 

More Electricity 
Reviewing the year 1937 as a whole, 

the electric business of the subsidiaries 
| of the North American Co. showed 

Improvement over 1936 in output and 
revenue, but during the last four 
months of the year the rate of prog- 

| ress was checked by unsettled con- 

ditions of general business, declares 
J. F. Fogarty, president. 

“It is estimated, on the basis of 
preliminary figures, that electric out- 
put of North American subsidiaries 
for 1937 will be approximately 7 per 
cent in excess of that for 1936—and 
more than 25 per cent in excess of 
the same subsidiaries' output for 1929. 

“Output for the first three quarters 
of 1937 increased approximately 12 

per cent, 11 per cent and 9 per cent, 
respectively, by comparison with the 
high records prevailing throughout 
1916, while the fourth-quarter output 
showed a slight decrease but was 

nevertheless better than any previous 
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NEW TRADE RISE 
EXPECTED TO END 
PERIOD! ™ 

Bad-to-Good 1938 Trend to 
Reverse Business Course 

of 1937. 

MANY FACTORS BEHIND 
SLUMP OF LAST YEAR 

Falling Prices Force Purchasers 
to Postpone Orders and Cut 
Down Large Inventories. 

By FORREST H. GRAVES. 
Editorial Director. Cambridge 

Associates, Inc. 

The year 1937 opened with hope and 
confidence—overconfidence and too 
high hopes. 

The year 1938 starts with pessimism 
and fears—overpessimism and exces- 
sive fears. 

When the total volume of business 
of 1937 is compared with that of 1936 
the difference will favor the year just 
past. When the indices for the last 
three months of 1937 and 1936 are 
matched, the reversal of trend in the 
later period will appear in dismal con- 
trast. 

Completely contrary is the prospect 
for the 12 months ahead. It is very 
likely that the total business volume 
of 1938 will fall short of the 1937 fig- 
ure. But the trend of the last four 
months of the year will be vastly more 
encouraging. It will point upward, 
not downward, as now. 

What happened to business in 1937? 
There have been a plethora of the- 

ories to answer this question and the 
majority of them, to this writer, em- 

bodied a measure of truth. But only 
a measure. No single theory, however 
ingenious, encompasses the diverse in- 
fluences which so violently dashed the 
rosy hopes of early 1937. 

Politics to Blame? 
Many observers blame Washington. 

The premise, that the administration 
in assuming credit for recovery there- 
by deserves blame for the recession, 
is hardly a base for dispassionate ap- 
praisal. In the first place, it grants 
the administration's original conten- 
tion as justified, which it is not, at 
least not in its entirety. 

Nor can business be said to have 
been “smothered” greatly more by 
political policy in 1937 than it was in 
1935 or 1936. It’s true that many in- 
dustrialists and business men were re- 
stricted by taxation and the stiffer 
attitude of labor from making the 
profits they would expect in the old 
days, but few passed up the oppor- 
tunity for profits simply because po- 
tential profits were smaller. 

Where, it seems likely, the adminis- 
tration's program has been of most 
direct and genuine hurt to business is 
in the restrictions placed by the Se- 
curities and Exchange Act upon the 
raising of new money. It's quite true 
that in the past investors have been 
induced to buy securities on false 
promises and information. Restric- 
tions upon security sales, for the pro- 
tection of the small investor, were 
overdue. But these restrictions, cou- 

pled with other factors, have dammed 
the flow of new long-term capital 
severely. And without such a flow of 
new capital it is difficult, if not im- 
possible, to finance the expansion of 
plants and the sale of heavy equip- 
ment which are necessary to a real re- 
covery movement. 

Perhaps if the tax on undistributed 
corporation profits had not been im- 
posed, more money would have gone 
into expenditures for capital goods, 
but in any case without the addition 
of new funds from investment chan- 
nels any reasonable level of activity 
in the heavy industries would be Im- 
possible to maintain. 

Purchasing Power Theory. 
Quite an opposite school of observ- 

ers ascribes the business decline to 
the failure of purchasing power to 
keep peace with production. They 
point out that production indices have 
stayed consistently higher than the 
indices of wages and employment since 
recovery started. They say produc- 
tivity per worker has greatly increased 
since 1929. and that workers are un- 
able to buy back the goods they pro- 
duce. 

Here, too, is a measure of truth. 
But there are at least partially off- 
setting factors. First, Government ex- 

penditures, a large proportion going 
directly into wages, work and agricul- 
tural relief payments, are larger by 
four or five billion than in any pre- 
depression years. Second, the pur- 
chasing power of the dollar in mid- 
summer, 1937. was still about 12 peg 
cent greater than in 1929. 

Mare Government Spending. 
An attendant explanation is the de- 

flationary effect of the reduction in 
Federal relief payments and the cur- 
tailment of deficit financing. Indus- 
try, they say, is unable to take up the 
lead if the Government lays it down. 
Hie only alternative to a complete 
breakdown of the national economy is 
a resumption of large Federal expen- 
ditures for public works and direct 
relief. A further concomittant, ac- 

cording to these authorities, is the 
balance of the budget through in- 
creased taxes on incomes from $5,000 
upward. 

These measures, should a prolonged 
depression ensue, might be forced but 
they would hardly furnish any sound 
foundation for the rebuilding of re- 

covery, since they would to a great 
extent offset each other. 

Still other observers point to the 
contraction in bank credit as a major 
cause, but this seems to partake of 
both cause and effect. For a few 
months there was an encouraging rise 
in business loans which took up part 
of the slack but the cold breath of 
the fall slump quickly withered this 
long-awaited manifestation of genuine 
recovery. 

A majority of economists prefer to 
regard the present crisis as the result 
of an upsetting rise in prices and labor 

(See 1938 REVIVAL. Page A-10.) 


