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SAFEGUARDING OUR ECONOMY

A great deal has happened since May of last year when we met in
Hot Springs. The danger which we were trying to comprehend as reality and
not merely an evil dream has now come upon us. And the war is on a scale
so much greater than anything ever seen by man that we find ourselves once
more straining our imagination to comprehend the implications to every day
life now and in the future.

In the physical field the struggle means marshaling our vast re-
sources of men power, materials, and equipment to produce ever larger
emounts of armement, In the social and political fields it means preserving
equity and liberty while permitting nothing to interfere with the war effort.
In the financial field it means devising means by which to finance the
staggering amount of war expenditures and at the same time to avoid a run-
away inflation,

While we are producing and paying for more things than ever be-
fore in history, meny of these things -~ the war materials -- are not for
the use of the civilian population; consequently a large part of the money
expended for the unprecedented output tends to bid up the prices of the
limited amount of goods that are for sale to the publiec. This situation
was well desoribed in a bulletin of the Office of Price Administration dis~
cussing the issuance of the general maximum prioe regulation. To gquote
from that bulletin: "A gap has appecared between the supply of goods and
services’ which is available and the purchasing power or demand of the
people who wish to buy these goods and services. This gap is widening.
Both military and civilian demsnd have increased vastly in recent months.

“"During 1942, at the prescnt rate of increase of income pay-
monts, individual income will total 117 billion dollars. Of this amount,
it is ostimated 31 billions will be saved or paid to the Government in
personal texes and 86 billions will be spent.

“The supply of goods and services evsilable for civilian use ..
moking allowance for the increase in prices which took place prior to
April 1, 19142, eee Wwill total 69 billions,.

“Thus demand in 1942, unless limited, will exceed supply by 17
billion dollars.™

These are, of course, general estimates, but even allowing for
& wide margin of error, they forcibly illustrate how vast a stream of money
must be diverted from spending to taxes and savings. You cannot have $86
billions of buying power competing for $69 billions of civilian goods with-
out inflationary consequences. The Secretary of the Treasury has aptly
likened the situation to that of a steam boiler subjected to pressure far
beyond its capacity.
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voluntary cooperation. It is not calculated to make for equality of
sacrifice, if you call it a sacrifice to fight for the preservation of
your cowntry.

It is vitally important that all groups of our people share the
burdens end the costs aocording to what they are able to contribute, It
is of the highest importance that there be no favoritism, no discrimination,
applying to any class or group. I think the temper of the Americen public
has been well demonstrated several times in this connection. The flare~ups
of public indignation over relatively trivial matters reflected a deep~
seated righteous revulsion against what seemed to be favoritism, preference
and special privilege.

We are now at the stage in our war effort at which, on the whole,
wages and prices have reached a level that will call forth the maximum of
effort and production. In other words, I do not believe it can be success-
fully shown at this stage that inoreases in prices, salaries and wages are
necessary to stimulate inoentive and call forth further production. The
time has been reached, therefore, when effective mechanisms are necessary
to prevent prices from passing into & dangerous inflationary spiral. Price
and wage controls alone are not enoughs Taxes, debt reduction and savings
must play their part in combatting the upward spiraling of prices,

As the President stated in his Special Message to Congress on
April 27, "The rise in the cost of living during this war has begun to
parallel the last. The time has definitely come to stop the spiral, And
we can face the fact that there must be a drastic reduction in our standard
of living eesss We do not intend after this war to present the same
disastrous situation to those brave men who today are fighting our battles
in all parts of the world. Safeguarding our economy at home is the very
least that our soldiers, sailors and marines have a right to expect of us
civiliang in government, in industry, on the farm, and in all other walks
of life.

Forewarned by the experiences of the last war, we have been much
more foresighted this time in undertaking to manage affairs on the domestic
front so as to avold the disastrous economic consequences which we ex-
perienced befores Yet we have much to do« All the regulations so far
promulgated, all the price ceilings imposed at every level, will be in-
effective unless we put the brakes down hard and to stay on the basie
factors which go to make up the costs of what we are producing for war and
what we have left over for civilian consumption,

At this juncture it is up to all of us to vindicate the democratic
way of achieving results, that is, by universal voluntary action, recog-
nizing clearly, however, that if we are laggard or selfish, or unable to
achieve enough voluntarily, there is no alternative except the imposition
of additional compulsions upon us. We must not only willingly accept
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