Pebruary 16, 1938

This sdministration hae from the beginning pursued a
noliey degigned to promote full employment of our human and
material rescurces, That continues to bhe our noliey., The
productive power of our workers and our resources, if fully
utilized, ean provide and maintain a national income far above
any levels we have yet reached,

An imrortant factor that determines whether we shall
succesd or be blocked in our endeavor to attain full employ-
ment and a hich level of income iz the behavior of oprices,

In this conneotion careful attention must be glven $o!

(1) the relations existing amon: the prices of various groups
of commoditiss; (2) the relstions between commodiiy vrice
levels and the levels of debt burdens and costs; (3) the di-
rection and rate of movement of the general price level, To
further 1ts broad objective the Adminietration has, therefore,
in 1ts agrieultural, industrial, and monetary programs neces-
sarily bteen oconecerned toth with the relation of the pricea of
groups of speeific commodities to eanch other and with the move-
ment of the general price level,

In conforaity with this poliey, the measures employed at
any given time mus: 1t the nesds of that time, A year ago
there was ground for concern thet a too rapid rise in the
prices of some commodities was an a speculative boom,
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During the past six months, on the other hand, the general
price level and industriel sctivity have been declining.
Government poliey must be directed to reversing this defla-~
tionary trend.

This does not mean thet all prieces should advance, nor that
the rise should be rapid. Préces of different groups of pro-
ducts must be brought into balenced relations to one other.

Some prices and some costs are still too high to promote that
balanced relationship between prices that is necessary for sus-
tained recovery. Continued high prices of many of the commodities
not subject to highly competitive market forces intensifies the
downward pressure on all other prices, Those industries that

have maintained prices and curtailed output should seek the
restoration of profites through incresased volume reather than
through restricted output,

When prices are controlled through monopolistic practices,

it is the obkious duty of goverument to apply those remedies
‘that the law provides,

h The prices of some 1tems are stiil et the highest levels
reached in 1937; some are even higher than in 1929, When high
prices sharply curtail sales there is real danger, This is
shown by our recent experience with housing., 4 year ago there
was & serious shortage, Ve had unused productive resources

ample to overcome the shortage., Yet all the major elements
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in housing costs sdvanced so sharply by the Spring of 1337 28
to ¥1ll & prowleing sxpension of aetivity in an industry whose
restoration 1s vital o continued recovery.

“or iadustries, such ss agrienliture, that operste 2% a
high level of aspselty even in 2 depression, the restoration of
profite sust ooums primarily through higher priess, Higher
prises in sueh industries and ineresged culput in other induge-
tries will, by inereasiny proflts, snecursge new iavestaent
in replscsusent and expansion of equissent., This is negessary to

fall regovery.

I repeat thatl preszeat conditions requirs & sodsrate rise
in the pensral priee lewvel, and that this rise need not and
should not mm to all priees. The rige ghould take plase
in and suet be salnly confined to olssses of comsadities whnse
prices sare oo low., These inelude sost of the roav asterisls
sad finlshed producte produged snd sold under highly ccapstilive
eonditions. The rlse must not be so gharp Or continue so loag
as %o lead %o a repetition of the unhealihy speoulaiive condie
tlons of & year agoe. Thal sharp rige 1n prices encouraged spec~
ulative inventory duying whieh, coubined with the reduction in
housing, lald suel of the greund for the present recesslion. Ve
u&n do everyihing we can to prevent this froa happening zgsain,

Our progras seeks s balanoed systiem of prises sueh ag
w1ll prowote a balanced expaneion in production, Our goal
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iz ‘a2 constantly increasing national income through inorezsing
production and employment, Thisg ¢ the way to inerease the
resl income of consumers.

This 1s not a polisy of restriction; it ig 2 poliey of
sbundanoce.

Cur sgricultursl, industrizl, housing, snd monetapry
programs have been snd will be dlrected toward this end.
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\;VHOLESALE PRICES OF SELECTED BUILDING MATERIALS
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