
TEE WHLGB-PHICE SPIRAL

During the depression, budget balancers said nthe nation
can not spend itself rich aay more than a man can drink himself
sober**• They were tragically wrong then* The nation did spend
for aid to agriculture, to the unemployed, etc., and it did beco?r«
richer*

any people, impressed with the depression experience,
think we can continue to spend ourselves richer and richer* But
now the nation is at mr» The limits ©a production are fhysieal,
not financial. Conditions have changed* Hore money ^oing to
considers does sot MM£H people can live betterf it only raeans economic
trouble* Like the budget balancers of 1952, those who clstirsor for
higher incomes now ar© tragically wrong* How it is true that to
atteiqyt to spend ourselves richer is to be as foolish as th@ •4U& who
tries to drink himself sober*

Those who demand higher wages, higher far® prices, larger
profit margins, and bigger fees are victiss of an economic fallacy*
They forget that war Beans sacrifice and destruction* It requires
labor and materials to make guns, but %}ms do not produce tires or
gasoline* It takes labor and land to feed soldiers, but soldiers
do not aak© shoos or butter* The materials and labor to mk© juns
and feed soldier® MBit be purchased by flfMlWOHill payments to workers
&n& farmers but in the real sense workers and farmers labor for nothing*
i'or nothing is produced with viiich to pay thert but rioney* Without pro-
duction of goods, production of money is a trick, & bow to economic
convention*

If there were no soxiey and ®v®ry satin exchanged what he pro-
duced against what his neighbor produced, the concsaie facts would be
clear* It would be readily apparent that when each nan gave half of
his products to a soldier who is not producing goods, he would have
only half of I is products left to exchange with his neighbor.

HVhat has happened is that large segments of the population
have been playing a gase. The rules of the game call for each man
to give his du© share to a soldier and then to pretend in bargaining
with his neighbor that be is exchanging just as isuch as before. The
neighbor plays the same ̂ asae, accepting the pretense by narking up
his products an equal or greater amount* It becomes a process of
trading two $500,000 oats for one |1,000,000 dos, as small boys are
likely to do.

Unfortunately, large groups ar© unable to play the gam© of
acats and do«?;sw* They are forbidden fay law or economic oircumstane^s
to preteaa their products have doubled or tripled in value* They are
people with fixed incomes —• the old-a-e pensioners, the soldiers*
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dependents, the -b achers, those living on annuities from insurance,
and others. These people are seriously hurt by the competition of
workers with fanners and of profit seekers with both, a nd the ef-
ficiency of the economic machine deteriorates. These large groups
of people inust bo protected and the economic machinery kept at top
efficiency* Their only real protection is to stop the competitive
scrsoable now, bafore" it beeemec even nor® frensled*

The cost of living has already advanced 22 per cent sine©
«furj© 1939, 4 per oent since last Kay* Food costs, •which sonstitute
about one-third of the average ̂ mge~earner*s budget have advanced 42
per cent since before the outbreak of war in 1939 and over 9 per cent
since last May* Sent and most other elements of living costs have ad-
vanced isuch loss than food*

as a group, ore ahead of the fMM* Weekly
earnings in factories hevo increased about two-thirds sinea June 1939
and are up over 40 per cent since January 1941, the starting date for
the "Little Steel formula"• After allowing for the increase in costs
of living since t e stH&Rer of 1939, the average factory worker haa
increased his "real" wages by over one-third. He can pay the current
high prices for food and other things and still Imve aoney left over
with which to btty bonds and pay taxes• In part, of course, this in-
crease ia earning* is attributable to the fact that he is now working
substantially longer hours, sany of them at over-time rates, than h©
worked in 1959• Average hourly earnings in factories have increased
40 per cent siisee June 1959 and SI per cent since January 1941* ?oth
increases are only moderately less thai, the rise in retail food prices
in the s&sie periods* But sinee the other elements of living costs ad-
vanced siuclt less than food prices, the average factory worker is sub-
stantially ahead even in terms of hourly earnings*

The farmers are also ahead of the 0NNN Price* received by
farnera hare iiTttillifl over 100 per cent since June 1939, asd 17 per cent
since last May* On the other hand, prises paid "fay fanser* have increased
less than one-fourth since June 1939> and only 3 per cent since Kay 1942*
The ratio of prices received by farmers to prices paid by farmers rose
from 70 per cent of parity in June 1939, to 100 per cent of parity in
Ifay 1942, &PA to 114 per cent in December 1942 — a not gain in "real"
prices of 63 per cent since the sum©r of 1939, and of 14 per cent since
last ITay*

Some fans leaders justify demands for higher prices on the
ground* tfeat) they sust pay higher imges. It is true that fanners will
have to pay hired workers better imges* But, it should be noted that
even in January 1943, the average hired fans worker earned less than
3O4 an hour (itfLthout board), in many states the average is less than 20^.
These are sub-standard mges and if workers on faiias are to produce ef-
ficiently the food ire need, they must be paid •wages taore closely ap-

those paid in other industries. However* let us face the
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facts about the fanners1 ^oility to raise wages* In 1942, net income
of fans operators totaled over flO billion (gross income was almost
#19 billion). This sum is nearly $3*5 billion, or over 50 per cent
above 1941 • It is substantially more than double »©t ineoae in 1939,
and th© highest on record, even exceeding by a wide margin th© previous
peak reached in 1919 •

The level of wages paid hired labor is not as important to
farmers as on© might think* Last year, for example, although farm
wages increased sharply, they totaled only about one-twelfth of gross
fans ineojsie and less than ose~sixth of net income of farm operators*
If fana operators had paid wages double those they did pay last yoar
they still isould have left a net income a out as large aa in th© ttlwsh"
years of 1918 and 1919.

Another fact is important. Many f&rxsers believe that if
they could pay th© high wages paid workers in some Tear industries, they
would have no difficulty in obtaining help* This is a mistaken idea#
There just Is not ©nongh mnpower to go around* Manpower supplies are
short for all industries* If farmers sueeeeded in attracting workers
away froii war industries* m r industries would then be forced to raise
wages still higher to attract the workers back* The war industries need
the workers they have and will need more i:a th® period ahead* Th© farm
manpower problem is only in part a problem of low wages* If farmers
are to obtain jaore workers, th© workers can eon© fron only two sourcesi
1) a slowing down of the rate of expansion of the armed fore©ss or
2) an increase in hours of work in non-w&r industries which will release
workers for other jobs*

The blunt fact is that the nation has reached a critical phase•
Th© decisions made now will determine whether the economic system is to
destroy itself in a spiral of higher wages, higher prices, still higher
wages, and still higher prices or whether we have the courage and good
sense to stop now the competitive scrasibl© for advantage* At the saoment,
labor is demanding concessions which will equalise its position with
agriculture* ft the saiae tiiae, farmers ar© demanding higher prices to
keep even with labor* The fact is that farmers and workers are now
relatively e^ual and both are far ahead of th© ordinary consumer• If
the price-wage spiral is not stopped now, consumers will be shoved even
farther behind, the economic systejs will b© damaged, and neither workers
nor faraers will gain any real advantage.

This is the issuet Are we American citizens, proud of our part
in victory sure to co&e or are we, as Hitler claims, not a nation but an
agSFfcUa/fc® of pressure groups interested only in obtaining self-advantage
at the expense of each other?
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If it is essential to ©as© the social and political tension
that is created by the competitive dssaaads of agriculture and
orgaaised labor o i the consujaer, it is essential that the link be-
tween farm prices and wages be broken* This might be don© by giving
the housewife, whenever she buys food, war savings stamps sufficient
to compensate for the rise in food prices that has ocottrred sine© wage
rates were froten in September* Th© value of stasp given with ©aeh
dollar purchase of food wuld be increased if it b©eaiae impossible to
prevent further increases in food prices* The coat to the vlovermsent
of issuing such stamps would be substantial but it would be saall in
oouparison with the- social cost of permitting the food prie@~wage spiral
to continue*

2/9/43
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FACTORY EMPLOYMENT AND PAYROLLS
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WEEKLY EARNINGS AND COSTS OF FACTORY WORKERS
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February 0# 1943

SELECT:-^ m$smm m& • LIVING COSTS
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