. ‘ N 7 !I 7 SYMB! ‘-
#is is a full-rate DL =Day Letter
e wmless i05 der R L
fer:red character is in- LC=Deferred Cable
dicated by a suitable
symbol above or pre- J \ NLT =Cable Night Letter

cading the address. L WILLIAMS :
K"‘ PRESIDE:NT Py Ship Radiogram

T . .ng time shown in the ds‘fe line on telegrams and day lettery is STANDARD TIME at point of origin. THo0&) rEcﬁR is

CD129 DL PD=CHICAGO ILL 26 529Q
HON MARINER ECCLES=
GOVERNOR FEDERAL RESERVE SYSTEM WASHDC:

ME at Point of destination

-WOULD YOU PLEASS SEND ME DATA O WHICH YOU BASED YUUR
STATEMENT THAT THE COST OF LIVING WOULD RISE TEN PERCENT.
WOULD DEEPLY APPRECIATE IT. REGARDS:

-EDW A ONEIL PRESIDENT AMERICAN FARM BUREAU

FEDERATION. (49)-

— THJ COMPANY WILL APPRECIATE SUGGESTIONS FROM ITS PATRONS CONCERNING ITS SERVICE
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LEGISLATIVE DEPARTMENT
MUNSEY BUILDING
WASHINGTON, D. C.

GENERAL OFFICES
58 E. WASHINGTON ST,
CHICAGQ,ILL.

TeLePHONE DearBorn 1633 CHICAGO 2, 1LL.

March 5, 1946

Hon. Marriner S. Eccles,
Chairman,

Board of Governors,
Federal Reserve System,
Washington, D. C.

My dear Marriner:

Thanks for your letter of March 1,
explaining the press interpretation of your
statement made before the Banking and Cur-
rency Committee. I read your statement with
deep interest and want to commend you highly
for it. While I may have some disagreement on
some of the points, I think it is vital that
we maintain price control; along with it we
must have monetary control; tax control,
budget control.

I thought you would be interested in
some data I had my economic department get up
on food subsidies the other day. I am enclos-
ing a copy of same.

With best regards, I am

Sincerely yours,

eal - President

Enclosure
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American Farm Bureau Federation STATEMENT PRESENTED BY EDWARD 4.

Department of Information O'NEAL, PRESIDENT, AMERICAN FsRM
58 ©. Washington St., Chicago BUREAU FEDERATION TO THE ADVISORY
February 25, 1946 BOARD, OFFICE OF WaR MOBILIZATION

AND RECONVERSION FEBRUARY 4, 1946
INFLATIONARY FACTORS

Inflation cannot be controlled by simply trying to control the
cost of living index without any regard to the many other factors, in-
cluding wages, productivity of labor, taxation, and methods of govern-
ment finance.

From 1939 through 1945 the national income increased from appro-
ximately 71 to 157 billion dollars. This is an increase of over 86
billion dollars., Of this increase in the national income, 73 per cent
went for wages and salaries, a little over nine per cent to farm
operators, and the remaining 18 per cent went %o other proprietors and
for interest, rents, and profits. It can clearly be seen that most of
the increase in our national income went into the pockets of the wage
earners.

In 1945 the factory worker was able to buy more food for an
hour's work than at any time in our history. 1In 1914 an hour's wages
in the manufacturing industries bought three and one-half loaves of
bread. By 1939 this had increased to nearly eight lcares of bread for
an hour's work, and by 1945 one hour of factory wages would buy nearly
twelve loaves of bread. The same is true for most other agricultural
products. An hour's wages in the manufacturing industries in 1945
bought over six and one-hzlf quarts of milk, compared to above five
quarts in 1939, and two and one-half quarts in 1914. Almost without
exception an hour'!s wages in the manufacturing industries had more
purchasing power in terms of food during the war than it had prior to
the war. More bread, mcre butter, more milk, more pork chops, more
bacon, more coffee, more sugar, more cans of corn, and more roast beef
could be purchased for an hour's work than during the pre-war period.

The final effect of increased wages upon prices will be deter-
mined by what happens to the efficiency of labor. According to data
published by the Bureau of Labor Statistics, from 1939 to 1944 the
average output per man hour in 23 civilian industries increased by
only 6.3 per cent, while labor costs per unit of product increased nearly
40 per cent. (These figures are based upon a simple, unweighted average
of the reports for the various industries.) Nine of these 23 industries
experienced a decrease in the output per man hour of labor. This de-
crease averaged 8.4 per cent. These same nine industries had an increasc
of over 52 per cent in the labor cost per unit of product. Eight of
these 23 industries had an increase in the output per man hour of over
10 per cent. The increase in the unit labor cost in these eight indus-
tries averaged only about 20 per cent. It is thus apparent that change
in labor efficiency is a very important factor in determining the effect
of wages upon costs.

There are many factors in addition to farm prices and wage rates
that affect inflation. The Federal debt has increased to gigantic pro-
portions during the war. Currency in circulation has increased from
seven to over 28 billion dcllars. Bank deposits have increased from
about 58 billion dollars in 1939 to over 141 billion dollars in 1945.
Cumulative savings by the public have increased by 100 billion dollars.
A1l these are imnortant factors to be taken into consideration by con-
%rolling inflation,
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DISTRIBUTION OF INCREsSE IN NATTONAL INCOME FROM 1939 TO 1945

Percent of in-
Increase from cresse going to

1939 1945 1939 to 1945 various shares
(Billions of dollars) (Percent)
Total national income 70.8 157.0 86.2 100.0
Total compensation of
employees 48.1 111.0 62.9 73.0
Salaries and wages L2 107.9 63.7 73.9
Supplements 3.9 3.1 -.8 -.9
Net income of proprietors 11.1 4.8 13.7 15.9
Agriculture 4.3 12.2 8.0 9.3
Nonagricultur:zl 6.8 12.5 5.7 6.6
Intersst and net rents 7.4 11.9 4e5 5.2
Net corporate profits 4.2 9.3 5.1 5.9
Dividends 3.8 4.3 .5 .6
Savings o 5.0 46 5.3

Source: "Survey of Current Business," September 1945, United States Department
of Commerce.

Agrieulture
proprietors--9,3%

Nonagricultural
proprietors
6.6%

Interest and
net rents--5.2%

Net corporate
profits--5.9% -

DISTRIBUTION OF INCREASE IN NATIONAL INCOME FBOM 1939 TO 1945
(National income increased from 70.8 billion dollars in 1939
to 157 billion dollars in 1945, a rise of 86.2 billion dollars.)

American Farm Bureau Federation
Chicago, Illinois - 1/29/46
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(Average hourly earnings in all manufacturing industries divided
by the retail prices for the respective foods.)
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CHANGES IN 4MOUNT OF FOOD THAT ONE HOUR'S YAGES WOULD BUY, 1914-45%

Pork Chuck
Bread Butter Milk FEggs' Sugar Coffee chops Bacon _roast Corn Oranges
(Loaves)(Lb.) (Qt.) (Doz.) (Lb.} (Lb.) (Lb.) (Lb.) (Lb.) (Cans) (Dosz.)

1914 3.5 .6 .5 .6 3.8 .8 1.0 .8 1.2 - -

1919 4.8 o7 3.1 .8 4ol 1.1 1.1 9 1.8 2.5 9
1924 6.1 1.0 Lol 1.1 6.1 1.3 1.8 1.4 2.5 3.4 1.2
1929 6.4 1.0 3.9 1.1 8.8 1.2 1.5 1.3 1.8 3.6 1.3
1934 6.4 1.7 4.8 1.6 9.7 2.0 2.1 1.8 3.0 4.6 1.6
1939 7.9 1.9 5.1 1.9  11.7 2.8 2.1 2.0 2.7 6.0 2.3
1944 11.6 2.0 €.5 1.9  15.0 A 2.7 2.5 3.5 7.0 Z.2
1945%*% 11.7 2.1 6.6 1.8 15.4 34 2.8 2.5 3.7 7.0 2.1

#* Average hourly earnings in all manufacturing inducsiries divided by the reteil
prices of the respective foods.
#*% Average of first ten montihs.

Source: Calculated from data of the Bureau of Labor Statistics, United States
Lepartment of Labor.

In 1945 the factory worker was able to buy more food for an
hour's work than at any time in our history. In 1914 an hour's wages
in the manufacturing industries bought three and one-half louves of
bread. By 199 the purchasing power of wages had increased to near-
1y eight loaves of bread for an hour's work, and by 1945 one hour of
factory wages would buy neuarly twelve loaves of bread. The same is
true for most other sgriculturzl products. An hour's wages in the
manufacturing industries in 1945 bought over six and one-half quarts
of milk, compared to about five guarts in 1939, and two and one-half
quarts in 1914. Almost without exception an hour's wages in the manu-
facturing industries had more purchasing power in terms of food dur-
ing the war than it had prior to the war. In 1945 more bresad, more
butter, more miik, mere pork chops, more bacon, mors coffee, more
sugar, and more roast beet could be purchased for an hour's work than
during the pre-war period.

American Farm Bureau Federation
Chicago, Illinois - 1/29/46.
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RELATION OF OUTPUT PER MAN HOUR TO UNIT LapOR COST IN CIVILIAN INDUSTRIES

Percentage increase or decrease
from 1939 to 1944 in:

Qutput per man houp¥t j ab o)
(Percent) (Percent)

Average of 9 industrics with a

decresse in output per man hour -8.4 £52.5
Average of 6 industries with an

increase of 10 percent or less

in output per man hour #6.0 A4T .4
Averzge of 8 industries with an

increase of over 10 percent

in output per man hour £23.1 £20.1
Average of 23 industries #6.3 £39.9

#Simple, unweighted aversges of the various industries classified by percent
increase or decrease in output per man hour, 1944 over 1939.

Source: Basic data from "Productivity and Unit Labor Cost in Selected Manufactur-

ing Industries, 1939-44," May 1945, Bureau of Labor Statistics, United
States Depertment of Labor,

OUTPUT PER MAN HOUR UNIT LABOR COST

9 industries with a
decrease in output
per man hour

6 industries with
an increage of 10
percent or less in
output per man hour

8 industries with
an increase of over
10 percent in out-
put per man hour

1 i |
20 10 0 10 20 30 0 30 40 o0 60
Decrease or increase Increase from 1938 to 1944
from 1939 to 1944

American Farm Bureau Federation
Chicago, Illinois - 1/29/46
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CHANGE IN OUTPUT PER MAN HOUR AND UNIT LABOR COST IN CIVILIAN INDUSTRIES
FROM 1939 TO 1944

Percentage increase or decrease
from 1939 to 1944 in:

Industry Qutput per man hour Unit labor cost
(Percent) (Percent)

Flour ané other grain mill products -16.0 F£68.7
Cement -15.5 #52.2
Chewing ond smoking tobacco -14.9 £51.7
Newspaper and periodical printing and

publishing -12.5 £35.9
Paper and pulp group ~7.3 £52.3
Cane-sugar refining ~4,.0 £38.2
Non-ferrous metals A £52.6
Lumber and timber products -1.0 #69.7
Fish (canning) - .7 £51.5
Cotton goods £ .3 £61.2
Meat packing and slaughtering £2.3 £32.7
Boots and shoes 45.2 #4778
Fertilizers £9.0 5844
Confectionery £9.3 £36.0
Cigzrs #£10.0 £48.2
Bread and other bakery products £11.2 #£22.9
Cigarettes £12.6 £18.4
Paints and varnishes £14.1 A17.2
Leather #A14.2 #27.9
Woolens £16.9 £39.9
Fruits and vegetables {canning) £724,.6 #£41.9
Rayons £41.5 - .3
Ice creom £49.4 -6.9

Source: Basic data from "Productivity and Unit Labor Cost in Selected Manu-
focturing Industries, 1929-44," May 1945, Bureau of Labor Statistics,
United States Department of Labor.

American Farm Bureau Federation
Chicago, Illinois - 1/29/46.
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EXTENT OF THE INFLATIONARY FORCE NOW ACCUMULATED

1939 figure Current figure Percentage

Billions Billions* increase

Accumulated savings by the public $65 $165 154
Liquid assets, personal and business 66 194 194
Currency in circulation 7 28 300
Feceral debt 46 267 4380

*Involving some interpolations to bring published figures up to date.

Source: "The Crisia of the Free Market," F. A. Harper, National Industrial
Conference Board, Studies in Business Economics, Number Two, December 1945.

UNITED STATES GOVERNMENT SURPLUS OR DEFICIT AND TOTAL GROSS DEBT,
FISCAL YEARS, 1930-46

United States
government sur-

Year plus or deficit Total gross debt
(Millions of dollars)

1930 738 16,185
1931 ~462 16,801
1932 -2,529 19,487
1933 ~1,784 22,539
1934 -2,895 27,053
1935 -3,210 28,701
1936 ~4,550 33,779
1937 ~-3,148 36,425
1938 -1,384 37,165
1239 ~3,542 40,440
1940 -3,611 42,968
1941 -5,103 43,961
1942 -19,598 72,422
1943 -55,897 136,696
1944 ~49,595 201,003
1945 -53,948 258,682
1946 ~41,275% 292, 300%

*Estimated as of June 30, 1946.

Source: Reports of the Secretary of the Treasury.

American Farm Bureau Federation
Chicago, Illinois - 1/29/46.
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TOTAL BANK DEPOSITS AND TOTAL CURRENCY IN CIRCULATION,
DECEMBER 1939-NOVEMBER 1945

Total bank
deposits Total currency in
(adjusted) circulation

(Millions of dollars)

December 1939 57,698 7,598
" 1940 63,436 8,732
" 1941 68,616 11,160
" 1942 85,755 15,410
" 1943 103,975 20,449
" 1944 127,483 25,307
November 1945% 141,600 28,211
#Preliminary.

Source: "Federal Reserve Bulletin, January 1946.

CONSUMER EXPENDITURES FOR GOODS AND SERVICES, 1939-45

1939 1940 1941 1942 1943 1944  1945%
(Billions of dollars)

Total (current

Dursble goods 6.4 YA 9.1 6.3 6,6 6.7 8.0
Nondurable goods 32.6  34.4 401 47.9 55.1  60.0 61.0
Services R2.7 23.9 25.4 27.6 29.3 30.9 31.8
Total (1939 dollars) 61.7 64.9 69.7 68.8* 70.8% 73.6% ——

¥Preliminary, subject to revision.

Source: "Survey of Current Business," December 1944, July and September 1945,
United States Department of Commerce.

American Farm Buresu Federation
Chicago, Illinois - 1/29/46.
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March l<, 1946.

Mr. Edw. e. O'Neal, President,
smerican Farm buresau Federation,
58 E. washington Street,
Chicago, 1llinois,

Dear Ed:

The muterial attached to your letter of March 5
is very interesting and 1 am sure it will give a better idea
of the relationship that exists at the present time between
prices of agricultural commodities and income of various
groups.

1 was wondering if your charts would be a-little
more complete if they contained one showing how the increased
wages of labor resulted in an increased consumption of agri-
cultural commodities, particularly meat, poultry and dairy
products, citrus fruits, etc.

we must not lose sight of the fact that our main
objective is to prevent ihflation and the interests of in-
dividual groups must be subordinated to this overall project.
From previous experience and from studies which are being mede
at the present time, I am convinced that the farmers, over
the long-time pull, have far more to lose from an inflation
followed by deflation than almost any other group. !{herefore,
I think you should, and I am sure you will be very active in
getting the price control legislation continued for snother
year.

with kind regards,

Sincerely yours,

RME:ET:b

.org/
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Office Correspondence

BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
Date March 12, 1946

Mr. Thurston Subject:_Letter from Edw. A. O'Neal

C.

From

Mr. Evans

Digitized for FRASER
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The material attached to Ed O'Neal's letter to the Chair-
man, dated March 5, presents an argument to the effect that present
prices of farm products are a lighter burden on the wages of labor
now than they were in preceding years.

The charts, I think, would be a little more complete if
they contained one showing how the increased wages of labor resulted
in an increased consumption of agricultural commodities with particu-
lar reference to meat, poultry and dairy products, citrus fruits, etc.
In good times the demand for these particular products is very brisk
but when wages decline the demand is not very great because the people
quit buying them.

If I were answering the letter, I would probably write
something like this:

"Dear Ed:

"The material attached to your letter of March 5
is very interesting and I am sure it will give a better idea
of the relationship that exists at the present time between
prices of agricultural commodities and income of various
groups.

I was wondering if your charts would be a little
more complete if they contained one showing how the increased
wages of labor resulted in an increased consumption of agri-
cultural commodities, particularly meat, poultry and dairy
products, citrus fruits, etec.

We must not lose sight of the fact that our main
objective is to prevent inflation and the interests of in-
dividual groups must be subordinated to this over-all project.
Erom previous experience and from studies which are being made
at the present time, I am convinced that the farmers, over the
long-time pull, have far more to lose from an inflation fol-
lowed by deflation than almost any other group. Therefore, I
think you should, and I am sure you will, be very active in
getting the price control legislation continued for q
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