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INTRODUCTION 

BY THE (x)MMrITEE ON RECENT ECONOMIC CHANGES 

PIuCES and price relationships almost rompletely dominate 
the eronomic life of the nation. FundanIental to human 
welfare as are the activities of production. distribution and 
ronsumption of goods. it is prices as a medium of rontrol 
which. in their ceaseless changes and readjustments. stimu­
late or retard the very processes by which our industrial and 
rommercial life is carried on. and govern the direction of 
hunIan effort. 

Yet not until recent years have eronomists and the busi­
ness rommunity fully realized the basic importance of the 
role played by prices. or clearly sensed the necessity of study­
ing their belIavior and iqIluence in the cyclical rourse of 
our eronomic progress. 

In 1927 Dr. Frederick C. Mills Inade an important ron­
tribution toward an understanding of the nature and func­
tion of prices in a volume entilled The Behavior of Prices. 
published by the National Bureau of Economic Research. 
In 1932 he made a further rontribution in a second work 
entilled Recent Economic Tendencies. published in coopera­
tion with the Committee on Recent Economic Changes. In 
the present volume. also sponsored by this Committee. Dr. 
Mills has rounded out this study of prices by carrying it 
through the recent period of reeession and revival. 

These three works. covering the relationship and move­
ment of prices since the beginning of the century. represent 

v 



vi INTRODUCTION 

a monumental undertaking in economic research in which 
the Committee has been . happy to participate. They form 
an objective exploration into the realm of prices and their 
nature.~nd in8uence. by an economist aloof from the pres­
sure and the prejudices of business or politics; and they 
comprise a record that doubtless will serve as source lI!aterial 
for generations. 

The present volume is of particular significance because 
it is an authentic record of price movl!ments made concur· 
rently during the course of a serious depression and the 
following period of revival. It is a revealing picture of tlle 
price mechanism as it has been affected by. and in tum has 
affected. the pattern of our economic -life ·during a time of 
great stress. 

For the scientific competency of the study and the char­
acter of the material presented. together with the interpre­
tation placed upon it and the conclusions drawn. the 
National Bureau of Economic Research is solely responsible; 
but it is with genuine satisfaction that the Committee on 
Recent Economic Changes joins in presenting so carefully 
prepared and comprehensive a -record as this volume repre­
sents. Herein will be found the complete 'working papers' 
on which the author's inferences and deductions have been 
based. together with an explanation of the statistical method 
used. These afford the reader an opportunity to check or 
challenge for himself the soundness of the interpretations. as 
well as the adequacy and acceptability of the data from which 
they have been made. 

The great value of the work is that it makes available to 
the producer. the fabricator. the distributor. the consumer. 
the economist. the leaders of labor. and the agencies of 
government. a factual basis for a more intelligent attack on 
the fundamental problem of economic stability. 

It is this aim that has motivated the Committee on Recent 
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Economic Changes in all the studies it has sponsored, or in 
which it has participated. as represented' by the two-volume 
Recent Economic Changes (1929); Planning and Control 0/. 
Public Works (1930); Economic Tendencies in the United 
States (1932); Strategic Factors in Business Cycles (1934); 
Indus,trial Profits in the United States (1934)' and the present 
volume. Prices in Recession and Recovery. 

In 'this enterprise of observing and recording recellt eco' 
nomic experience th.e 'Committee has had the generous sup­
port and encouragement of the Rockefeller Foundation. the 
Carnegie Corporation. the Economic Club of Chicago. and 
various socially-minded, groups and individuals. which sup-, 
port is here gratefully acknowledged. 

ARCH W. SHAW. Chairman LEwIS E. PIERSON 

RENICK W. DUNLAP JOHN J. RASKOB 

WILLIAM GREEN SAMUEL W. REYBURN 

JULIUS KLEIN LoUIS J. TABER 

JOHN S. LAWRENCE DANIEL WILLARD 

MAX MASON CLARENCE M. WOOLLEY 

ADOLPH C. MILLER OWEN D. YOUNG 

EDWARD E. HUNT. Secretary 
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FOREWORD 

RECESSION, depression and recovery in the United States 
over the years 1929-1936 were marked by elements as diverse 
and complicated as any this generation has known. To the 
economic forces operative in the business cycles of less 
troubled eras were added various residual influences of the 
World War, including a notable breakdown of the basis of 
international financial and commercial dealings and accen­
tuation of economic iIIs by nationalistic political develop­
ments. Finally, the application of a far reaching program of 
governmental action designed to aid economic recovery in­
troduced still other factors. A cyclical pattern loose and 
irregnlar at best was modified in importantTespects by these 
novel influences. 

In seeking to follow some of the strands that run through 
this complex web, no attempt is made at definitive appraisal 
of the forces at work. This report presents a monographic 
treatment of certain aspects of recession and recovery in the 
United States during the last seven years. Various measure­
ments constructed by the National Jlureau in connection 
with its continuing work are of some current interest to econ­
omists and others who follow economic movements. Dis­
cussion of these and related matc:rials falls easily into half a 
dozen divisions, dealing with the packground of the price 
recession of 1929, its world setting; and the fortunes of pri-

ix 



x FOREWORD 

mary producers, fabricators and consumers during the dis­
turbed years from 1929 to 1936. Although no rounded survey 
of the situation as a whole is made, something of unity in the 
price history of these various groups is found in tracing the 
incidence of productivity changes in manufacturing indus­
tries and their relation to changillg costs and prices. This 
topic is developed in the final chapter. 

Members of the research staff and of the Board of Di­
rectors of the National BUreau of Economic Research have 
aided in the preparation of this report with suggestive com­
ments and ~elpful advice. I am happy to express my thanks. 
To my associates Charles A. Bliss and Solomon Fabricant I 
am particularly indebted for counsel and crIticism. And with 
deep appreciation I acknowledge the continuing assistance 
given me by Miss Maude Remey and Miss Mildred Uhrbrock 
in the many tasks connected with the preparation of this 
monograph. 

F. C. M. 
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CHAPTER I 

GENERAL ASPECTS OF RECENT PRICE 

MOVEMENTS 

THE phases of business cycles to which we apply the 'terms 
crisis and recession are marked. characteristically. by a gen­
eral reduction of prices. a shifting of relative values and a 
downward readjustment of a great mass of creditor claims. 
The severity of these deflationary processes varies. of course. 
from cycle to cycle. being affected by all the forces at play in 
the cyclical fluctuations of business. Their character and con­
sequences vary. also. with changes in economic organization. 
With a heavier burden of fixed expenses. with a more exten­
sive debt structure. with a money economy that penetrates 
more deeply into the everyday activities of men. a general 
deflation and the readjustments it entails may be expected to 
place greater strains upon the economic system. This is not 
to say that the causal forces. if we could locate them. neces­
sarily differ from time to time. Different reactions to these 
forces may be expected because the organization and operat­
ing characteristics of the system at large have been modified 
with the passage of time. 

For this reason a survey of certain aspects of the most 
recent recession is of special interest. Here we may follow the 
process of deflation in a modem industrial economy and the 
movement towards readjustment on a new operating basis. 
With the single exception of the '920-21 recession. which 
was so closely tied to the aftermath of war as to lose somewhat 
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4 PRICES IN RECESSION AND RECOVERY 

in broader economic significance, the latest recession pro­
vides our only example of a major crisis in the working of 
the highly integrated, industrialized economies, with their 
complex price and financial systems, that have reached ma­
turity in the last quarter century. In this study, it is true, 
we shall be dealing only with certain aspects ofrecession and 
recovery, but to view these movements in proper perspective 
some account should be taken of the changes that the twen­
tieth century has brought in the economic systems of western 
nations. 

The present investigation centers in the behavior of prices, 
in relation to the general operations of the economic system, 
during a period preceding and inchiding the recession and 
recovery of 1929-36. Price movements played a dominant 
role- in the recession of general business that began in the 
United States in the summer of 1929, and in the ensuing 
phases of this business cycle. There have been longer price 
declines in American economic history, but if we take ac­
count of the combined factors of scope, duration and inten­
sity, -it is improbable that our price system has ever been 
exposed to destructive forces more devastating than those of 
1929-33. For no less than forty-three months prices declined 
and the price structure crumbled. The economic ills engen­
dered by the general decline were intensified by the extreme 
inequalities of the changes occurring in different parts of 
the price system. A score of major disparities developed, and 
these continued to increase as the price decline persisted. 

The pains of this severe recession have emphasized the 
role of prices in a modem industrial economy. The exchange 
mechanism that intervenes between the processes of produc­
tion and consumption, in an economy ,marked by great 
division of labor, is ordinarily an unobtrusive element in our 
economic environment. When it functions smoothly and well 
we give little heed to it. But when matters do not go smoothly 



GENERAL ASPECTS· 5 
we are acutely aware of our dependence upon an elaborate 
system of exchange relationships, a system that has been 
growing more complex and delicate with the passage of time. 

This dependence of physical economic processes upon a 
pricing system is well recognized, but it is perhaps not as 
clearly realized that the character and degree of dependence 
vary from time to time, and that the instruments of exchange 
take on new attributes. as they develop. Indeed, the severity 
of the most recent depression may be attributed in consid­
erable part to the characteristics of the exchange mechanism 
and to its failure to meet the requirements placed upon it 
by an industrial system that has itself been profoundly modi­
fied during recent decades. Changing industrial processes on 
the one hand. changing attributes of the pricing and ex­
change system on the other-these are two of the major 
dynamic elements of economic life today. In combination, 
they have played a leading part in accentuating the severity 
of the second great post-War depression. 

In this study no attempt is made to deal exhaustively with 
all the many-sided monetary and price problems that this 
depression has generated. Since we are· interested in the 
general efficiency of our present price system as an instnl­
ment facilitating the physical processes of economic life, we 
shall seek to define the broad characteristics of the price 
recession and the subsequent recovery in relation to earlier 
experience. But our major concern is with the changing posi­
tions of certain important producing groups, and with the 
varying fortunes of consumers, under the impact of changes 
in industrial productivity and shifts in the distribution of 
purchasing power. The economic movements of the fifteen 
years preceding the recession of 1929 and the wide fluctua­
tions of the last seven years have brought important altera­
tions in the status of different producing groups. A knowledge 
of these shifts and of the forces that lie behind them is essen-
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tial to an understanding of the economic changes of recent 
years.' . 

SOME FACfORS IN THE PRICE RECESSION OF 1929 

The causes of a general price decline are seldom open to 
precise definition. A general break in prices may be initiated 
by minor and obscure factors, when the structure of prices is 
weak. Certain factors contributing to the recent collapse of 
world prices may be defined in general terms, but no attempt 
is made to indicate their relative importance, or to set forth 
the exact combination of circumstances that precipitated the 
decline. In this account we deal in the main with world 
conditions, for the price recession in the United States was 
but a phase of a world-wide decline. 

During the first post-War decade facilities for the produc­
tion of foodstuffs and major raw materials were over-deve1-
oped, relatively to the opportunities for sale through existing 
markets at the prices necessary to cover costs and yield 
satisfactory profits. Resulting price weakness was in part 
concealed, because of the infiuence of ample credit (which 
facilitated the application of valorization schemes) and of 
heavy foreign lending to raw material producing countries. 
The maintenance of consumer demand in the United States 
through the development of new credit instruments and the 
presence of non-recurring elements of income (notably spec­
ulative profits) served also to support expenditures and 

1 It is impossible. of murse. to define with precision changes in the relative 
status of different economic groups when prices alone are compared. Con­
current changes in costs and in volume of output bear directly upon the 
analysis of price movements. In the present study use is made of supple­
mentary cost and production records. where available. in interpreting price 
changes. But our chief concern is with the inter~relations of prices. Though 
the price record alone is inadequate. it is more comprehensive and more 
accurate than any other general record of economic changes. 
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prices prior to 1929. Heavy international lending, at rates 
that declined up to 1928, helped to maintain buying 
power and stimulated the shouldering of excessively heavy 
financial obligations by raw material producing countries. 
The check to lending to debtor countries, which was first felt 
in 1928, and the increased difficulty of securing credit, placed 
such countries in serious straits. Domestic expenditures were 
reduced, many valorization schemes had to be abandoned, 
and the service of foreign debts became difficult. The forced 
selling in foreign markets of the major products of these 
debtor countries (raw materials, primarily) weakened the 
markets, and prices of important staples fell. 

The usual instruments for the correction of such a sit­
uation (a correction made in pre-War years through the 
gold standard and international credit mechanisms working 
under conditions of relatively free trade) were ineffective, 
partly because of the lack of highly developed financial insti­
tutions in most debtor countries, partly because of the faulty 
working of the post-War gold standard when creditor coun­
tries were unwilling to receive goods, partly because of the 
very magnitude of the difficulties involved. 

Reduced buying by debtor countries contributed to a drop 
in production and employment in industrial countries. This. 
situation was aggravated by the reduction of domestic pur­
chasing in the United States as speculative profits turned to 
losses with the ending of the boom in securities. 

The resulting curtailment of expenditures for both capital 
equipment and consumption goods led to further declines 
in prices and production, further unemployment, and further 
reductions of income disbursements. The necessity of reduc­
ing costs, which was faced by manufacturing establishments 
as a result of declining sales and the pressure of declining 
prices among important commodity groups, entailed serious 
and cumulative deRation in industrial areas. The vicious 
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spiral thus started was made worse by the spread of uncer­
tainties and fears, which still further reduced expenditures 
for new equipment and, to some extent, for consumption 
goods. This curtailment of general business activity was re­
flected in a marked decline in the velocity of circulation of 
money and credit. 

The gold situation intensified the movements due to these 
conditions. The general resumption of the gold standard in 
the middle years of the post-War decade led to an increased 
demand for the existing stocks of gold. The resulting de­
mands upon the gold supply. were accentuated by a world 
distribution of gold that was disproportionate to the world's 
commercial and financial needs. There -is no clear evidence 
of pressure upon prices from the monetary .side prior to 
1929, but there appears to have been no great margin of 
gold supply above the world's needs, under the existing bank­
ing conditions. Causal relations between the movements of 
prices and gold reserves during the recession are difficult to 
establish. It is probable, however, that a deficiency of gold 
and credit contraction in certain areas combined with other 
economic conditions to push the world price level constantly 
lower. But causal relations almost certainly ran in the other 
direction also. It is not necessary to assume a one-way rela­
tionship between monetary conditions and prices. Unequal 
price declines, reflecting variations in the incidence of world 
recession, contributed to the disparate movements of national 
gold reserves which were so conspicuous a feature of this 
period.· 

I Evidence of a relationship in time between declining gold reserves and 
price movements from 19:119 on is given by Layton and Crowther, An Intro~ 
duclion to thd Study of Prices (London. Macmillan. 1955). p. lSg. citing 
Kitchen's data. In 1929 the gold reserves of five strong 'creditor' countries 
(United State.. France. Switzerland. Holland and Belgium) began to rise 

sharply. while the gold reserves of the rest of the world fell off rapidly. The 
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The price recession thus initiated reached a bottom. in 

the United States, in February 1933. Within five months of 
that date the level of wholesale prices in the United States 
had advanced 15 per cent; within twenty-four months. 33 per 
cent. The upward tum was sharper and more pronounced 
than in the usual cyclical advance. Rates of gain varied. but 
the stimulus of recovery was felt on a broad front. For many 
reasons this price advance is of peculiar interest. and the im­
mediate problems raised by it are of exceptional urgency. 

PRICE RECESSION AND RECOVERY: 

COMPARATIVE MEASUREMENTS 

The distinctive characteristics of the price decline of 
1929-33 may be best appreciated when it is contrasted with 
similar movements of the past. The declines closest to it in 
severity are those that occurred during the business recessions 
of 1873 and i920.' The fail of prices in 1920-U was the most 

movements of world prias paralleled the general decline of gold reserves in 
the majority of muntries. 

If this relationship is taken to be causal. the argument assumes that the 
increasing gold :reserves of the five creditor countries did not furnish off­
setting stimulation towards higher prices. It is true that domestic conditioDl 
in these muntries were not conducive to the use of new reserves in credit 
expansion. In considerable degree. then. gold surpluses were inactive while 
gold deficiencies were active factors, during this period. But these very 
deficiencies. as we have DOled. were probably related to disparate world pric;e 
movements. Unequal price movements. reflecting the play of a variety of 
specific forces. helped to create disparities in gold reserves; where such 
reserves were forced lower. credit was contracted and downward pressure 
exerted on prices. Where such reserves were augmented. surpluses were in 
good part sterilized: they did not exert an upward pressure on domestic and 
international prices. Just such a mixture of circular relations in a disorgan­
ized world economy characterized the chaotic price situation of 1929-1955. 
8 Records of changes in wholesale prices during the three recessions are 
shown below. In interpreting these lDovementJ we must note that the index 
numbers for recent yean are more comprehensive. and that greater weight 
is given to manufactured goods. Since these conditions would be expected to 
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severe of the three declines (wholesale prices fell 45 per 
cent), but the briefest. The storm had passed within twenty 
months. Most prolonged was that which began in 1873. A 
net decline of 39 per cent in the level of wholesale prices was 
stretched over more than six years. Practically the same net 
fall, 38 per cent, occurred from 1929 to 1933, but it extended 
over forty-three months only. In rapidity of price decline, 
per month, the last recession was between the two earlier 
ones_ 

These changes are plotted in Figure I, which reveals 
clearly certain marked differences between these periods, 
with respect to the behavior of geqeral.J'.rices. Prior to the 
beginning of the price decline of 1873 the price level moved 
upwards slowly. (There were, in fact, twenty preceding 
months of irregular price advance, following seven years of 
irregular decline.) Before the recession of 1920-21 the price 
level rose sharply. (This rise had continued, with minor in­
terruptions, more than five years.) Before the current reces­
sion the price level sagged slightly. (A slight declining 
tendency had prevailed since 1925.) More striking are the 
differences prevailing forty-three months after the initiation 
of the several recessions. This stage finds the decline of the 
'70's still in progress. Prices had fallen 20 per cent, but an 
equal fall, extending over two and one-half years, lay ahead. 

make the later indexes more sluggish. the amplitude and intensity of the 
recent decline arc the more signifiQlnt. 

The index covering the first period. is that of Warren and Pearson. Prices 
(Wiley. 1989). pp. 10-14. The index of the Bureau of Labor Statistics was 
used in tracing price movements during the other periods. 

DATEOPLOW DUR.ATION OF DEGREE OF RAPIDITY OF 
DATE OF HIGH BEFORE ADVANCE DECLINE DECUNE DECLINE 

(months) 1Ji ....... ·) 
(per ..... 

p<rmon.h) 

1875--'19 April 1S,5 June 1879 74 59 0.7 
19R()-;t2 M.y 1920 J.n. 1921 20 45 8.0 

'9'!HI5 July '9'9 Feb. 1935 45 88 1.1 
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FleUalt 1 

WHOLESALE PRICES IN THE UNITED STATES DURING THREE 
PERIODS OF RECESSION AND SUBSEQUENT CHANGE 
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The drop of 1920-22 had reached its bottom and a steady 
price recovery was in progress. Already prices had advanced 
7 per cent above their low point. Forty-three months after 
the beginning of the decline of 1929-33 a bottom had appar­
ently been reached. The months that followed were "to wit­
ness a sharp upturn, the nature of which will concern us in 
subsequent sections. 

These three price drops-the slow, persistent decline of the 
'70'S, the violent but relatively brief collapse of 1920-22, and 
the steady cumulative pressure of the drop that "began in 
1929-iJIustrate diverse types of price behavior during severe 
economic recessions. The distinctive features of the most 
recent decline reRect, in part, the Dovel characteristics of the 
preceding expansion. Some of these are discussed in the next 
chapter. 

• 
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A quick view of the course of recovery during the first 
nine, twelve and twenty-one months of advance· after the 
depression low in each of these phases of recovery will pro­
vide perspective in judging recent events. Prire changes dur­
ing these periods are shown graphically in Figure 2.' The 
rise that began in 1879 was the most rapid of the three over 
the first nine months of recovery. A gain of 25 per cent was 
registered, as against '9 per cent between February and 

• November '933, and 9 per cent in the first nine months of 
'922. The advance of 1879-81 was sharply curtailed, how· 
ever. During the first twelve months of recovery the most 
recent period has the highest record, with that of 187g-81 
next. If we extend the record to cover twerity·one months 
(up to November '934, for the last period) the advance of 
'933-34 still has a striking lead. A decline, associated with 
the next cyclical recession, had already terminated the price 
recovery of '922-23. 
. The rapidity of the latest advance is the more striking 
because of the greater scope and sluggishness of the index 
numbers for recent years. When we follow the movements 
of fully comparable measurements, Warren and Pearson's 
index numbers of the prices of thirty basic commodities,' the 
contrast is enhanced. In nine months of 1933-34 these prices 
rose 44 per cent, as against advances of 27 and 37 per cent in 

j. Following are the corresponding measurements: 

DEGREE OF DECREE OF DECREEOP 
DATE OF LOW ADVANCE IN ADVANCE IN ADVANCE IN 

BEFORE ADVANCE PIRST9 FIRSr .. FIRSrn 
MONTHS MONTHS MONTHS 

(perc ... t) (porcent) (percent) 
,879-3' June .879 15 '4 .8 
19U-J:! Jan. 1922 9 11 9 
'955""34 Feb. '935 '9 18 ·5 

• Constructed by George F. W ...... n and Frank A. Peanen, New York State 
Collexe of Agriculture. ~ornell University. 
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FIGURE I: 

WHOLESALE PRICES IN THE UNITED STATES DURING THREE 
PERIODS OF RECOVERY • 
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periods of equal length in 1879-81 and 1922, respectively. 
But it was not only the general fall in piices that subjected 

the American economy to great stress, during the recent de· 
cline: The marked inequalities of the changes in various 
parts of the price structure added a further burden. The 
character and magnitude of these inequalities are indicated 
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by the accompanying measurements.' (The index. numbeI1 

July Feb. Feb. Feb. Feb. Junt. 
RECESSION AND RECOVERY I939 I9JJ I9JI 1935 I9J6 z9Jo 

Wholesale prices 100 62 76 8, 84 8, 
Cost of living of industrial workers .00 74 78 8. 8. 8, 
Prices received. by farmers .00 81 56 76 74 78 
Hourly earnings, employed manu-

facturing labor .00 77 96 .03 '04 '04 

RECOVERY 
Wholesale prices .00 123 '38 '85 ·S· Cost of living of industrial workers .00 .06 .og 110 '12 
Prices received by farmers .00 '5' 202 '98 '94 
Hourly earnings, employed manu· 

facturing labor .00 uS 'M '85 '36 

shown are not comparable in detail; they serve the present 
purpose, however, in defining major changes among elements 
of the price system during recession and recovery.) Dispari­
ties resulting from these and similar movements reflect pro­
nounced shifts in the relative incomes and buying power of 
different groups. Under contemporary conditions, in an 
economy marked by important frictions that prevent prompt 
adaptation to changed relations, these shifts may lead to 
severe and persistent disturbances. The movement of goods 
along previously existing channels of exchange is impeded, 
and the creation of new channels may be a slow process. A 
significant diminution of the indicated schisms took place in 
the recovery following February 1933. 

Recession and revival, as their cumulative effects are felt 
throughout the price system, tend to follow certain fairly 

• The index number of wholesale prices is that of the U. S. Bureau of Labor 
Statistics; the oost of Ih'ing index is that of die BlU'a.u -ut hbor Statistics 
with interpolations based aD the index of the National Industrial Conference 
Board: the index of hourly earnings was secured by splicing an index of 
the Bureau of Labor Statistics for 1952-36 to an index of the National 

. Industrial Conference Board for 19:29"'11. The index of prices received by 
farmen is constructed by the U. S. Bureau of Agricultural Economics. 
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uniform patterns. The typical recession is marked by a few 
initial declines in the prices of the most sensitive commodi­
ties, followed closely by a more general and more precipitous 
drop. The entire movement is a relatively concentrated, uni­
fied downturn, as the price structure reacts to the impact of 
recession. Price revival is a different process, slower in its 
cumulative spread and more extended in time. The genera­
tion of recovery has not the swiftness of movement that marks 
the destructive phase of the cycle. These two phases are rep­
resented by the upper diagrams in Figure 3 which show the 
timing of price recession and revival in wholesale markets 
during the business cycle that ran its course in the Uni~d 
States between 1919 and 1923. These furnish standards with 
which we may compare more recent price fluctuations.' 

The movements during the recession of 1929-33 and the 
subsequent revival, which are represented by two of the dis­
tributions shown graphically in Figure 3, constitute a striking 
reversal of customary experience during price recessions and 
revivals. In place of the usual concentrated. compact down­
turn of prices during recession, such as occurred in somewhat 
exceptional degree in 1920, we have a far more protracted 
change centering about the July 1929 turning point. Reces­
sions of individual commodity prices extended over many 
months, instead of being concentrated within a few months.' 

The reasons for this marked difference in behavior are 
found, in part, in the economic details of the two recessions' 
-in the price and quantity relations among the hundreds of 
individual commodities entering into trade. Perhaps more 

T The c:onesponding measurements are given in Appendix I . 
. 8 Comparable measurements of the degree of 'scatter' in the timing of pria'! 
declines in the recession of 1920-21 and in Jhat of 1929-S! are, respectively, 
5-4 and 14.2. (These are the standard deviations of the two distributions 
plotted. The standard deviation of the distribution of average figures repre­
SeIlting ten phases of recession occurring between 18g. and 1924 is 8.4.) 
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1'IGORE 3 

SHOWING THE DISTRIBUTION OF PRICE CHANGES OVER TIME, 
IN PERIODS OF RECESSION AND REVIVAL 

I9f9-I9Zl 
Rui .. 1 

1929-1935 
Run.ion Rui,,1 

-30 -15 0 +15 +30 +45 +60 -30 -15 0 +15 "'30 

The figures on the horizontal scales measure deviations in months from the 
dates of turns in the wholesale price index. 

important, however, were the differences in the immediate 
backgrounds of the recessions, and their effects upon the 
pricing policies of business men. The 1920 recession followed 



GENERAL ASPECTS 

the sharp War-time price rise. a rise that bore none of the 
aspects of permanence. Values had not become entrenched 
at the high levels of '9'9 and early '920. nor did heavy 
capital investments at those levels serve to maintain existing 
values. There was little basis. tilen. for resistance to liquida­
tion. once the forces of recession were felt. A concentrated. 
fairly brief period of fall was the result. 

The decline in commodity prices that began in 1929 oc­
curred at the end of a quite different period. marked by 
fairly stable prices and by heavy investment at existing levels. 
Here we had strongly entrenched values and a corresponding 
reluctance to reduce prices. The more protracted and more 
painful character of the decline that began in '929 is partly 
attributable to this condition. 

The differences between the two periods of revival are not 
so pronounced. Both depart somewhat from experience in 
that price recovery was relatively compact and unified. with 
the price movements of individual commodities closely con­
centrated in time. This was particularly marked in the most 
recent recovery. Up to and including a date four months. 
after the low point in the general index (that is, up to June 
1933) approximately 80 per cent of a list of 538 commodities 
had advanced in price. Over similar periods in ten business 
revivals between 1892 and '922 about 6, per cent of the 
groups of commodities studied rose in price, on the average. 
In '933, in place of the slow cumulative recovery of the usual 
cyclical revival, we had the concentrated reversal in tile direc­
tion of price movements and the swift transmission of the 
stimulus to change that usually characterize price recessions. 
This particular recovery of prices was not the usual slowly­
germinating movement, but a speedy reaction to a changed 
economic outlook. . 

In other respects. too, recent price movements were marked 
by distinctive features. Study of the sequence of change in 
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the prices of individual commodities during a number of 
cyclical revivals reveals evidence of a general pattern to 
which price movements during' particular cycles conform in 
greater or less degree.' Moreover, the pattern of price revival 
is not unrelated to the pattern of the preceding recession. 
There is not complete uniformity, of course, but the tendency 
towards a common sequence of price movements is clearly 
apparent in the records of the last forty years. 

When the sequence of price recovery in '933 is compared 
with the standard pattern of revival; a degree of conformity 
less than that usually prevailing is found.'o So, also, the rela­
tionship between the sequence of r~cessi.on in the prices of 
individual commodities in '929 (and the years following) 
and the sequence of recovery in '933 is distinctly less marked 
than that usually prevailing between recession and succeed­
ing revival." The movements of '933 show few of those 
regularities usually found in the cyclical behavior of com­
modity prices (regularities seldom of a very high order, it is 
true). It was a price rise stimulated by novel forces and, in 

• ct TM Behavior of Prices (National Bureau of Eamomic Research. '927). 
p. '35· 
10 The mdlicient of oorrelation between measurements defining the sequence 
of price movements in the remvery of 1955-36 and similar measurements 
defining the average sequence of recovery during eleven revivals between 
18g1 and 1924 is +.18. For earlier revivals the codIicient averages about 
+.50' (The fact that the data of earlier revivals enter into the averages 
that define the standard pattern would tend to make the second of these 
coefficients higher than the first, but not by the amount of the difference 
her. existing.) 
11 The coefficient of correlation between the timing of price changes during 
the receasion of 1929 and the recovery in 19" is +.11. for records extending 
to November 1951. for recession. and to JUDe 19!6 for revival (the number of 
commodities included is 5(5). The addition of later observations for both 
recession and revival would raise this coefficient to a value applOximating 
+.50. The coefficient of correlation between the average timing of price 
changes during revival and recession £Or ten ClOmplet. cycles between .1IgI 
and '914 is +.7 •• 
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its detailed manifestations, differing significantly from the 
run of cyclical revivals. 

INTERNATIONAL AsPECI"S OF PRICE RECESSION 

AND PRICE RECOVERY 

To secure a just conception of the price movements in the 
United States during tb,e last seven years they must be seen 
as phases of a world·wide change. The severity of the second 
post·War depression and the difficulty of breaking it have 
been due in considerable part to the universality of the 
crisis. No nation, except Soviet Russia, escaped. Indust~ial 
centers and colonial areas alike felt .the impact of the general 
decline. Here, again, we find differences in the degree, dura· 
tion and intensity of the decline and in the degree of recov· 
ery to date. The record of changes in wholesale prices in 
thirty·two countries is summarized in Table 1." Price move­
ments in twelve countries (in terms of the various national 
currencies) are portrayed graphically in Figure 4. 

The record of drastic and universal price decline revealed 
by this survey of the changes in different parts of the world 
has no counterpart in recent economic history. Between 
March 1928, mark.ing the high point of prices in Latvia prior 
to the recession proper, and September 1929, when New Zea· 
land prices reached their peak. before recession, thirty·two 
countries felt the crumbling of their price foundations." 
The median decline in wholesale prices among the countries 

11 The index numbers &om which the measurements in this and the follow. 
ing table are derived are not comparable in the details of their composition. 
Significance should not be attached, therefore. to small differences between 
the figures given. 
11 It is not easy to set the precise date at which price recession began in 
each country. because price levels were declining throughout the world prior 
to the beginning of this recession. But variations in the timing of the reces-
sion are probably fairly well indicated by the entries in Table I. '" 
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FIGURE 4 

INDEX NUMBERS OF WHOLESALE PRICES IN TERMS OF NATIONAL 
CURRENCIES, 19'!r1936, TWELVE COUNTRIES 

1936 

Ratio scale 
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here represented was 36 per cent, the median duration 54 
months. The price drop of '920-21, which started from a 
highly in Hated level, was somewhat more severe in ampli­
tude, but in duration was far short of the recent drop. 

TABLE 1 

PRICE RECESSION IN THIRTY·TWO COVNTRIES. '928-'936 

A SUMMARY OF CHANGES J1I,! INDEX NUMBERS OF WHOLESALE PRICES . 

(Price movements are /Jere measured in terms 01 the variow national 
currencies.) 

DATE OF HIGH 
BEFORY. 

RECESSION 
1928 

DATE OF LOW 

Latvia March 
Argentina May 
Sweden May 
Jugoslavia May 
Germany July 
NOrway August 
Finland August 
Union of South Africa October 
Spain November 
Egyp. (Cairo) November 
Japan De~ber 

Czechoslovakia 
Denmark 
France 
Belgium 
Chile 
Estonia 
United Kingdom 
Hungary 
Italy 

'9"9 
February 
February 
March 
March 
March 
March 
March 
March 
March 

June 
October 
April 
September 
April 
January 
September 
October 
May 
May 
June 

January 
September 
July 
March 
October 
Tune 
April 
November 
July 

19341 

1935 
1933 
1933 
1933 
19341 

1931 
1932 
1933 
1933 
1932 

1934 
1931 

1935 
1935 
1931 

1933 
1933 
1933 
1934 

RECESSION 
DEGREE 

DURATION (per 
(months) cent) 

75 
65 
59 
64 
57 
65 
37 
48 
54 
54 
42 

-38 
-15 
-3 1 

-44 
-36 
-24 
-23 
-28 
-9 

-50 
-36 

-55 
-51 
-51 
-47 
-29 
-56 
-31 

-49 
-46 

INTENSITY 
(percent 

p ... 
month) 

-<>.6 
-<>.2 
-0.6 

-0·9 
-0.8 
-0-4 
-<>·7 
-<>·7 
-<>.2 
-l·S 
-1.1 

-<>·7 
-1.2 

-0·9 
-<>·9 
-1.1 

-<>·9 
-<>·7 
-1.2 

-1.0 

SOURCE: The original index numben underlying the present measurements 
have been oollected by the League of Nalions~ Geneva. and published in the 
Monthly Bulletin 01 Statistics. 
1 The low dates here recorded for Latvia. Norway and Austria are those 
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TABLE 1 (cont.) 

PRICE RECESSION IN THIRTY-TWO COUNTRIES, '9.8-'936 

a E C E • S ION 
DATEOFIUCH DEGREE INTENSITY 

BEFORE (percent 
IIECESSION DATE OF LOW DURATION (per P"-

Z9:a8 (months) cent) month) 

Netherlands March April '935 49 -5' -'-5 
Peru March April 1981 37 -'4 -0-4 
Poland March March '936' 84 -48 -0_8 
Bulgaria April January 19M 57 -53 -'-3 
Austria May February '933' 45 -II -0·5 
Dutch East Inclies May 'March 19862 8, -57 -1.0 

United States July February '955 45 -38 -1.1 

Switzerland July March i955 68 -40 -0-7 
Canada August February '933· 4' -35 -,.0 
Australia September February '933 4' -.8 -<>.8 
India (Calcutta) September March '955 4'· -45 -1·5 
New Zealand September January '933 40 -.6 -0-4 

preceding actual price recovery. Slightly lower points were reached earlier. 
If recession be measured with reference to these earlier low points. we have 
the following records for these three countries. 

DATE OF H1GB R E C E 5 5 • 0 N 
BI!FORE DEGREE INTENSITY 

RECESSION DATE OF LOW DURATION (per (1'..-cenl 
(months) cenl) 1'..-month) 

Latvia March '9.8 December 1981 45 --59 -1.1 

Nonvay August 1928 September 19.51 37 -26 -0.8 
Austria May 1929 January 1951 20 -2, -1.,5 

I The low dates recorded for Poland and the Dutch East Indies are the 
latest for Which index numbers are available. 

Early price weakness in raw materials is reflected in some 
degree in the timing of price recession. by countries. but the 
international pattern is not a simple one_ Between the au­
tumn of 1928 and the autumn of 1929 the gradual subsid· 
ence of prices that had been in progress throughout the 
world since 1924-25 was converted into a general retreat_ 
The Orient. the Near East. the Argentine and Western 
Europe felt the force of the decline before the spring of 1929 
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was over. Summer and autumn carried the storm of price 
recession throughout Europe and into North America and 
the British dominions. Unlike the break of prices in 1920, 
the course of which could be charted as it swept eastward 
from Japan, across the Americas, and thence to Europe, 
the decline of 1928--29 followed no consistent geographical 
path. Price weakness, penetrating the structure of world 
prices, was apparent iJ:!. widely scattered areas before. the 
general Hood was released. 

The record of recovery summarized in Table 2 shows 
equally diverse beginnings. In only two of the thirty-two 
countries here represented did wholesale prices fail to !\d­
vance, in some degree. In three countries price lows were 
reached in 1931, and in three countries in 1932. In sixteen 
countries wholesale price levels touched their depression 
lows in 1933. That year, and notably the quarter extending 
from February to April, was marked by a general upward 

TABLE I 

PRICE RECOVER.Y IN THIR.TY-TWO COUNTRIES, 1951-1956 

A SUMMARY OF CHANGES IN INDEX NUMBERS OF WHOLESALE PRICES 

SINCE DATES OF DEPRESSION Lows 

(Price movements art' here mea.sutted in terms of the various fUl.tional 
rummies.) 

REVIVAL FROM LOW TO MARCH 19!6 
DATE OF DURATION DEGREE INTENSITY. 

DEPRESSION (mon.hs) (1'''' (percent 
LOW cent) p ... mon.h) 

Z9JI 
Denmark September 54 17-5 0·5 
Finland September 54 IS·! 0·5 
Chile October 55 155-5 1.8 

1932 

Peru April 47 '7·5 0·5 
Japan June 45 50.5 0.6 
Union of South Africa October 

4
2

- 14·8 o.g 
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TABLE I (cont.) 

PRICE RECOVERY IN THIRTY-TWO COUNTRIES, 1951- 1956 

1lEVIVAL PIlOM LOW TO MARCH 1956 
DATE OF DURATION 

DEPRESSION (months) 
LOW 

I9J3 
New Zealand January 88 
Australia February 57 
Austria February 1 37 
Canada February 37 

. United States February 57 
India (Calcutta) March 56 
Germany April 55 
Netherlands April 55 
Sweden April 85 
United Kingdom April 85 
Egyp. (Cairo) May 54 
Spain May 54 
Estonia June 85 
Jugoslavia September 30 
Argentina October '9 
Hungary November .8 

1914 
Bulgaria January 06 
Czechoslovakia January .6 
Norway January 2 .6 
Latvia June a U 
I.aly July IS' 

I9JJ 
Belgium March 10 
Switzerland March 10 
France July 8 

1936 
Dutch East Indies March 6 

Poland March 8 

1 Slightly lower point reached in January 1951. 
2 Slightly lower point reached in September 1951. 
8 Slightly lower point reached in December 19!1 . 

DEGIlEE INTENSITY 

(/>"'" 
emt) 

(percent 
/>"'" month) 

9-4 0_0 

n·7 0-8 
1_" _0 

18_8 0-4 
35-1 0_8 
10.8 0-5 
14·2 0-4 
9-9 0-5 

10-4 0-8 
12.8 0-5 
85-5 0-9 

7-0 0-2 
15-9 0-4 
16.1 0-5 
16.2 0-5 
'9-9 0-9 

9-7 0-4 
9-1 0-5 

10.1 0-4 
6_1 0-3 

'7-5 1.6 

'4-6 1_8 

5-' 0-4 
16_7 1.9 

• "October 1952 to April 1956. a July 19M to October 1935. 
e The last figure available is the lowest to date. . 
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surge in prices. world-wide in scope. Low points were reached 0 

by five countries in 1934. and by three in 1935. 
We have given above a general picture. in terms of broad 

averages. of the recession of wholesale prices in the United 
States and of the course of price recovery through the early 
months of 1936. the whole reviewed against the background 
of 0 similar movements at other periods and in other areas. 
Forty-three months of demoralizing decline. five months of 
sharp rise and thirty-five months of irregular advance left 
a price level in the United States. in June 1936. 32 per ~t;:nt 
above the February 1933 low. 18 per cent below the 1929 
peak. and 14 per cent above the 1913 average. This series oof 
clJanges was not unprecedented in our history. but it is im­
probable that any previous movements imposed strains of 
comparable severity upon the economic system of the United 
States. 

PRICE RELATIONS AND SOME CURRENT ISSUES 

In following the course of recession and recovery no at­
tempt is made to cover all aspects of the economic scene. or 
to deal with all the monetary and price problems that have 
arisen. Attention will be concentrated on selected issues and 
relations of major importance among elements of the price 
system. Four matters are of particular interest: 

1. The margins. or differentials. between °the prices of goods 
of the same type at successive stages of the route from primary 
producer to ultimate consumer are a factor of major importance 
in the movement of goods into use. In a sense. goods move up­
hill from primary markets to final consume". Labor must be 
expended upon them at each stage of their progress. The imme­
diate stimulus to the activities of fabrication and transportation 
necessary to transform raw materials into ultimate finished goods 
is provided by a series of price differentials. which are appraised 
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by the business man with reference to the number of units of 
'goods that may be moved." 

In measuring changes in the fabricational-distributional mar­
gin we shall not deal with the innumerable price differentials 
affecting the movements of individual commodities, but with 
certain broad averages. For the present purposes chief interest 
attaches not to such items as the spread between the price of 
wheat and the price of bread, but to the major or general differ­
ential between the average prices received by primary producers 
for raw materials and the average prices paid by final consumers 
for the wide variety of finished goods into which these materials 
enter. The margin between average prices at these primary and 
terminal stages represents the cost of the se..,ices of the middle­
men who fabricate, transport and distribute the goods by which 
we live. This is the central margin upon which all productive 
and distributive activity, other than that of primary production, 
depends. In tracing variations in this margin and in the elements 
of cost and of selling price that define it we shall be dealing 
with a magnitude of central importance in the working of the 
economic system. Movements persisting over extended periods 
are reflected in long-term variations in this margin_ The first 
impact of a change in industrial productivity falls upon the costs 
of fabrication that are covered by this margin. The incidence 
and economic consequences of inflation and deflation may be 
most readily traced through the effects of such movements upon 
this same major differential. And the study of recent changes in 
this margin is of special interest because of critical movements 
that occurred prior to and during the recession of 1929. 

14- Because of changes in overhead costs, per unit of product. with variations 
in quantities bandled, a price differential olIeri.ng attractive profits under 
certain conditions may involve operating losses, with a reduced volume of 
production and trade, under other conditions. 

Over a long period the incentive to business activity is provided. of mune. 
J1.ot by profit per unit of goods handled but by rate of return on invested 
capital and. for the small entrepreneur. by rewards JeCUred for time and 
_lIort expended. But the faelolS that enter into these appraisals are not 
ignored in applying the more immediate test of per unit profit. 
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Changes from 1933 to 1936 in this differential rellected the 
inlluence of the National Industrial Recovery Act and the Agri. 
cultural Adjustment Act, as well as of elements customarily 
present in recovery. The effects of the new factors upon the 
immediate groups concerned, upon the margin between material 
costs and selling prices to consumers and upon the working of 
the price system as a regulatory mechanism have been of par· 
ticular significance during certain stages of recovery. 

2. Notable among the elements of the price structure are those 
defining the economic position of primary producers. Among 
these, farmers stand in a distinctive position in the Am"rican 
economy, which combines the features of an industrial and an 
agricultural country. In spite of protective tariff walls farm 
products are peculiarly exposed to the forces of world competi. 
tion and to changes in world economic conditi,!ns. New elements 
were introduced into the farm situation by the enforcement of 
the Agricultural Adjustment Act and the Soil Conservation Act. 
Special problems of other types center about the work of other 
primary producers. 

3. Capital goods industries play a crucial part in a modem 
industrial economy. As they lead in expansion, so do they play 
a dominant role in economic recession and depression. We must 
trace price changes in these industries and the relations of these 
changes to economic processes at large. 

4. Finally, and perhaps most urgently, we are concerned with 
changes in the prices of goods ready for sale to final consumers. 
Prices prevailing at the terminus of the productive·distributive 
process stand in a position of high strategic importance in the 

• working of the economic system. Prices to consumers condition 
the movement of goods at all earlier stages and help to deter· 
mine the volume of finished goods that may be marketed. Faulty 
relationships among these prices and the prices of unfinished 
goods may seriously impede productive activities. 

These four points noted for special attention are by no 
means unrelated. The costs of fabrication and distribution 
that are represented by the margin between the prices of 
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raw and processed goods have an obvious relation to the 
selling prices of finished goods. whether intended for capital 
equipment or human consumption. And the real rewards 
of primary producers are conditioned. in part. by the costs 
of fabrication and the prices of finished goods. The economic 
developments of the stormy years from 1914 to 1936 wrought 
great changes in the fortunes of primary producers. fabri­
cators and buyers of finished goods. The succeeding chap­
ters trace some details of these developments. 

Changes in Commodity Prices and in the Purchasing Power of 
Given Groups of Producers 

The relation between changes in prices and in the broad 
streams of goods' moving from producers to consumers calls for 
special attention. For time differentials in the responses of prices 
to the forces of recession and of revival may appear. at a given 
instant. as disparities-discrepancies that may substantially alter 
the volume of goods produced and sold. or their distribution 
among consuming groups. or both. This relation is worthy of 
brief demonstration. 

The per unit price of a given commodity multiplied by the 
number of units produced during a stated period yields. of 
course. its total money value. Or. if we are dealing with changes 
in these factors. rather than with absolute magnitudes. a relative 
number (P). defining the change in per unit price over a period. 
multiplied by a relative number (q). defining the change in 
number of units produced. yields a measure (pq) of the change 
in aggregate value of product over this period. This measure 
defines changes in monetary values. If interest attaches to changes 
in the aggregate purchasing power of the producers in question 
this measure of relative value must be divided by a measure (P) 
of the average change. over the same period. in the per unit 
price of the goods to be purchased by these producers. Thus. 
using the symbols suggested. pq /P (the measures all being in 
relative form) defines.' the change. with reference to any given 
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base, in the aggregate purchasing power of the producers of a 
given commodity. The ratio of this quantity to q, the relative 
defining degree of change in the amount produced, is pq:p 
which reduces to PIP, the ratio of the price of the product to 
the average price of goods to be purchased (both in relative 
form). This simple ratio, then, may be taken to define the rela­
tion between changes in two important physical aggregates-the 
aggregate physical rewar(is (or purchasing power) of a given 
group and its aggregate physical production or contribution. If 
we have knowledge concerning changes in these factors we may 
trace the major shifts in the economic status of various groups of 
producers and consumers. 

We should note that shifts in the ratio of the physical produc­
tion, or the physical rewards, of a given group, to the total 
physical output of the economy are not defined by the above 
measurements. To measure such changes of relative status we 
should have an index of Q, the total physical output. 

Other issues with which we shall be concerned in the fol­
lowing pages relate to more general aspects of the working 
of the price system. One of the important, external connec­
tions of the network of interrelated values that constitute the 
price structure is that defining the value of the monetary 
unit in terms of gold. (This external bond may, of course, 
run to some commodity or commodities other than gold.) 
The stimulus to change may come to the price system 
through this connection, as well as from any of the elements 
bound together in its internal structure. 

Changes in the system of prices arising from the play of 
internal forces may be far reaching. Changed conditions of 
production of a raw material that affect its price will be 
reflected, in a free price system, at all stages of the produc­
tive-distributive routes along which that material moves to 
ultimate users. These same changes will be reflected in the 
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prices of competitive materials and of all their products, and 
thus will spread, as do ripples in a pond, to all parts of the 
price structure. If the internal force is of major proportions, 
arising from the changed status of a whole group of pro­
ducers, the repercussions upon other parts of the price 
system will be more violent, and the period of readjustment 
will be longer. 

The character of this readjustment and the period neces­
sary for its attainment will depend upon the closeness of the 
ties that bind the element in which the disturbance origi­
nates' to other parts of the price structure, as well as upon 
the violence of the initial disturbance. In a perfectly free 
and fluid system, in which all parts were free to adjust them­
selves promptly to changed relations (and in an economic 
system in which corresponding physical adjustments could 
be as readily made), these two factors would be, presumably, 
the only ones conditioning the reaction of the system to an 
internal change and affecting the ultimate readjustment. 
Prices, as passive, sensitive indexes of changed economic 
conditions, would transmit the necessary intelligence and 
would promptly readjust themselves to the new physical re­
lations resulting from the change. If, however, prices were 
not free, the degree of price inflexibility (or the degree of 
tardiness of prices in their response to changes in physical 
conditions, or in other prices) would enter as a third factor 
affecting the duration and the character of the economic read­
justment. Under these conditions prices would cease to serve 
as effective instruments for the transmission of economic 
intelligence. As soon as restraints upon the free movement 
of prices are introduced (restraints arising from monopoly 
power, price-fixing through formal or informal agreements 
or public regulation, the inertia of custom, the rigidity 
of debt and other fixed charges, or the like), prices reftect 
these restraints rather than the quantitative conditions of 
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market supply and demand. InRexible prices, the market 
representations of these restraints, may thus become active, 
positive factors in economic change, inRuencing the physical 
processes which in an ideally free system they would merely 
mirror. 

The same general considerations apply to a stimulus to 
change developing on the monetary side, a stimulus trans­
mitted through the bOl1d that ties the price system to a gold 
(or other) standard. A change originating here, arising from 
an alteration in the value of the monetary unit, would, under 
conditions of perfect freedom, be communicated directly to 
all parts of the price system. (It is assumed that a free gllld, 
or other, standard prevails, with full convertibility.) "All 
prices would change in equal degree, and the relationships 
established on the basis of the new real value of the mone­
tary unit would be the same as those prevailing under earlier 
conditions. Prices would, again, be passive instruments, 
merely recording the monetary change, exerting no direct 
inRuence upon economic processes proper. But if the price 
system were not free in all its parts, if business conventions, 
monopolistic powers, legal restrictions, contractual obliga­
tions, overhead charges ~d the physical conditions of pro­
duction imposed varying time differentials upon prices dur­
ing the process of readjustment to changed monetary values, 
the primary reactions to such a change would be irregular 
and incomplete. Here, again, prices would cease to play "a 
J>3SSive role. Instead of merely transmitting intelligence con­
cerning economic changes on the physical side, prices would 
actively affect economic processes. New price relationships 
created by the lagging adjustment to altered monetary values 
would necessarily be reRected in changed relations among 
physical forces. 

This argument may be put in slightly different form: un­
der the conditions noted the prices of individual commodi· 
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ties respond to the influence of forces other than those 
competitive elements of supply and demand that are assumed 
to be the active factors in price changes in a free price system. 
It is true, of course, that other (non·price) elements always 
lie behind the behavior of prices. Prices themselves cannot 
be in any sense final causes. Prices are the focusing points of 
a complex of market forces and reactions, and price move­
ments and relations are the net resultants of these forces and 
reactions. Prices may, however, be important intermediate 
factors in a circular relationship. This point has a bearing 
on the preceding reference to free prices. The concept of a 
completely 'free' price system is highly ab.stract and unreal. 
The condition is one that could never be realized under 
contemporary conditions. Time differentials in price read­
justments to changing conditions are inherent in any system 
of which we may conceive. Technical conditions of produc­
tion, habits, debts and other contractual obligations, institu-

. tional factors of many sorts are bound to create such time­
lags in the responses of prices to forces making for change. 

What is perhaps of chief importance here is that it is pre­
cisely during a period of rapid and extreme change that 
such normally passive technical and institutional elements 
become active factors in the economic situation. For when 
wide fluctuations occur in the average level of prices, rigid­
ity in some parts of the price structure tends to prevent 
prompt adaptation of all its elements to the new situation. 
The resulting changes in price relations condition the 
process of physical readjustment. And since the readjustment 
of physical conditions (of consumption, production, trade) 
to sharply modified price relations is likely to be an extended 
and economically painful process, price disparities may con­
stitute real barriers, in a positive sense, to a prompt restora­
tion of full economic activity. 
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On Price Disparities 

In the preceding section, and in various other parts of this 
study, reference is made to 'price disparities', and to some of 
their in:l.plications and consequences. The meaning that is here 
given to this term should be explained. 

The use of the term 'price disparities' rests upon an implicit 
assumption that the activities of a modern economy may be 
viewed as the working of a closely-knit system of interdependent 
parts. The price system, a coherent body of related price quota­
tions on commodities. services and disposable values of all sorts. 
is one element of this general structure. The operations of the 
economic system, in the allocation of productive factors, in .. the 
production and distribution of goods and services, iIi the appor­
tionment of income, are conditioned by the relations among the 
working parts of the system as a whole and, more particularly, 
by the relations among quoted prices of the factors of production 
and of other commodities. 

The economic system at large and the price system (which 
permeates the general system as the nervous system permeates 
the human body) are subject to the play of forces that alter the 
relations among their constituent elements. If we assume a state 
of equilibrium prior to one of these changes, compensating move­
ments must occur after the initial change in a given relation. 
In a highly integrated industrial economy such as ours today 
these compensating movements may extend over a wide area and 
may require considerable time, before balance is again achieved. 
The extent of the compensation necessary and the time required 
for compensation to be effected will depend upon the magnitude 
of the original change, upon its economic incidence (if it origi­
nates outside the economic system) and upon the nature and 
closeness of the relations that bind the elements first affected to 
the system at large. 

Our immediate concern is with certain aspects of the changes 
that are manifest in the system of prices. changes that may origi­
nate anywhere, within or without the economic system proper. 
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We define as a price disparity the condition prevailing after a 
shift in price relations to which there has not been complete 
adaptation among elements of the economic system at large. We 
take the term adaptation, in the above definition, to mean such 
adjustment in respect of the volume or character of production, 
allocation of man·power, investment of capital, distribution of 
income, or disposition of other elements of economic life as may 
be necessary to a working balance of economic elements, with 
effective utilization of available productive resources. 

This general definition of price disparity and of economic 
maladjustment suffers because definite criteria of disparity and of 
maladjustment are not available. The definition goes back to a 
rather vague conception of a state of balance, or equilibrium, 
or mutual adjustment among the working parts of an abstract 
entity called the economic system. In the present state of our 
economic knowledge, when the conditions of balance, or even 

. of operating elliciency, in the economic system at large may not 
be precisely defined, this weakness in the definition is hard to 
correct. We shall shortly suggest certain more concrete types of 
evidence, bearing upon the presence or absence of what we have 
called price disparities. These are more specific than the general 
condition noted in the definition, but the precise circumstances 
of disparity remain elusive. 

With reference to the general definition given above, dispari­
ties are, of course, always present. They are, indeed, a customary 
condition of economic life, since changes in market conditions 
and price relations are continually occurring, with favorable 
consequences in some directions, unfavorable consequences in 
others. In respect of price disparities, as in so many other eco­
nomic problems, it is the time factor, in relation to the experi­
ence upon which economic behavior is based, that is of central 
importance. Serious difliculties develop only when a state of 
non·adaptation persists beyond the period within which adjust. 
ment is to be expected, on the basis of experience. If, in the 
market for a perishable product, current marketings are Dot 
promptly adapted to changed price and buying conditions, pro-
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ducers may suffer serious loss. Here a real dispari ty may develop 
over a very short period. Similarly. a disparity involving harm­
ful consequences may develop in the field of agricultural prices 
if adaptation to changed conditions is not effected within a single 
planting. growing and harvesting season. In such a market as 
that for capital goods the duration of a business cycle may be 
the period within which experience leads us to expect mutual 
adjustment of prices and physical conditions to a changed set of 
relations. 

It is. then. only when a price disparity continues beyond the 
expected period of adjustment that we may think of it as per­
sistent. True, reduced production and reduced real incomes may 
result from (or accompany) disparities that are not persist~nt. 
in this sense. Non-persistent disparities. equally with persistent 
disparities. may be manifestations of economic pathology. For 
the disparities developing and being corrected over the course 
of a single business cycle may entail serious losses. The term 
disparity may properly be used for both types of maladjustment. 
although persistent disparities are of special interest because of 
their probable connection with enduring changes in the eco­
nomic structure. 

A fair question arises as to the circumstances that may be 
responsible for the prolongation of the period of adjustment 
beyond normal expectancy. In general. perhaps. an extension of 
the time required for adaptation to changed economic relations 
of any sort may be attributed either to exceptional severity or 
persistence of the force creating disparity. or to change in the 
operating characteristics of the system affected. By the latter is 
meant a change that alters the reaction of the system to given 
influences. Thus a loss of flexibility by important elements of 
the economic system might seriously reduce the adaptive powers 
of the system as a whole .• Persistent post-War price disparities 
might be attributed to the excessive severity of the forces affect­
ing the price system and the economic system at large. or to 
changes in these systems that caused them to react, in post-War 
years, in a manner different from that prevailing in earlier times. 
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Circumstances of both types probably played a part in the ob­
served changes. 

Specific manifestations of price disparity are difficult to define. 
Innumerable price changes occur from day to day and from 
month to month, and it is impossible to draw a sharp line be· 
tween those that constitute disparities, representing definite 
economic faults, those to which adjustment has been readily 
effected and those that actually stimulate activity through the 
opening of new profit opportunities. As a working basis for a 
review of price movements, we may say that prima facie evidence 
of price disparity in a competitive economy is provided by the 
following conditions: 

Rapid and violent alteration of a set of -established price 
relations. 

Price changes of considerable magnitude not accompanied 
by corresponding changes in production costs. 

Important changes in productivity, not accompanied by 
corresponding changes in selling prices. 

A sharp redu.ction in the volume of production and trade. 
Unemployment of productive factors. 
A considerable variation over a relatively short period in 

the relations among the incomes of producing groups. 

Whether the presence of one or more of these conditions, in a 
given si tuation, is in fact evidence of price disparity must be 
determined, as well as may be, in the light of all the known 
circumstances. 

We may not here explore the implications and consequences 
of price disparities. These will concern us in the course of the 
detailed discussion in later sections. Shifts of economic advan­
tage and of- purchasing power from group to group, changes in 
the volume and character of commodities produced, in the 
amount and form of savings and in the direction of investment 
-these may result from, or accompany, inequalities in the 
changes occurring among different elements of the price system 
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to which adaptation of their economic elements has not been ef­
fected." 

In following the course of events between 1929 and 
1936 we shall be concerned with some general problems 
suggested by the preceding discussion. A price system operat­
ing under conditions of partial freedom and partial rigidity, 
composed of elements marked by diverse modes of beh~vior 
and bound together by ties of varying degrees of intinlacy, 
was exposed first to a violent recession and then to the forces 
of a recovery marked by highly novel elements. How did it 
respond? Was its role in the recession that of transmitting 
intelligence of changes on the physical side, or did it play 
an active, positive part in determining the character of 
the recession and the course of the depression? How did 
the system as a whole, and its chief elements, respond to the 
stimulus of recovery? Did prices furnish clear guides to 
the economic activity required under the conditions of de­
pression and recovery? These questions suggest some of the 
general problems faced in a survey of recent price changes. 

Other issues arise more directly from tl)e program of re­
covery initiated in the United States early in 1933. Reference 
has already been made to the potential influence upon prices 
of the National Industrial Recovery Act and of the various 
industrial codes based on it. The suspension of provisions 
of the anti-trust acts, the permission, in some cases, of price­
fixing agreements, the recognition of open-price agreements, 
the setting of minimum wage rates and the writing into 
many codes of provisions that selling prices should not be 
lower than costs of production, brought inlportant changes 
in the structure and working of the price system, during the 

1$ I have discussed some implications of price changes in a non·8.ex.ible 
economic system in a paper in the volume,. Economic Essays in Honor 01 
Wesley Clair Mitchell (Columbia University Press, (935). pp. 877-81. 
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period of code enforcement. Again, the setting by law of a 
. precise standard to which the average purchasing power of 
farm products should be restored, if possible, introduced 
another and entirely novel factor into the economic situa­
tion. Of a different order were the monetary measures 
adopted by the Administration in the effon to check defla­
tion, to bring about a general price advance, and to lighten 
the burden of debts carried over from an era of higher prices. 
Here were forces impinging upon the price system from 
without, modifying its structure and conditioning its work­
ing. These also belong in the picture of price changes in the 
recent past. 

This introduction is intended to pi-oviae the setting of the 
present inquiry. General aspects of the decline and of the 
recovery to date have been dealt with. An attempt has been 
made to provide perspective by setting recent movements in 
the United States against movements at other times and in 
other regions. Finally, reference has been made to certain 
features of the price structure, and various questions have 
been raised that will require eonsideration in later sections. 
We pass now to a brief consideration of the situation prevail­
ing when the storm of 1929 was loosed. 



CHAPTER. II 

THE PRE-RECESSION SITUATION 

A SUMMARY view of the economic situation prevailing in 
1929 is essential to an understanding of the changes that 
followed so quickly_ The shift in the direction and velocity 
of movement was so pronounced, in that year, that it is well 
to survey the course of pre-recession movements, and the 
character of the pre-recession situation before proceeding to 
the events of the recession itself.1 

FACTORS AFFECTING THE PRICE STRUCTURE OF 1929 

Conceiving of the price structure as a set of relations pre­
vailing among the prices of all the commodities and services 
that enter into economic activity, it is useful to consider the 
system existing in 1929 as the resultant of the following gen­
eral conditions and forces: 

1. As a foundation, providing the general framework of 
the 1929 structure, we must note the relations that had been 
built up over a considerable period of gradual change before 
the War. The chief inHuences bearing upon the price sys~ 
tem during this period, which we may say extended from 
1896 to 1914, may be summarized in these terms: 

a. A slow, secular rise in t!te price level caused aggregate com­
modity values to increase more rapidly than the volume of phys­
ical production, tended to keep labor and overhead costs down, 

1 A more detailed account of certain tendencies prevailing in the United 
States prior to the recession of 1929 is given in Economic Tendencies in 
the United States (National Bureau of Economic R.esearch. 19S2). 

89 
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relatively, and contributed to certain of the changes in price 
relations noted below. 
b. Raw materials rose more rapidly in. price than manufac­
tured goods. The price differential representing fabricational 
costs was steadily narrowed. 
c. The real per unit value of products of American farms, in 
raw state, was steadily enhanced. The average real value (i.e., 
per unit purchasing power) of other commodities declined. 
d. Consumers' goods (goods in shape for use by final con­
sumers) and producers' goods (articles of capital equipment and 
goods intended for consumption, after further fabrication) ad­
vanced in price at substantially equal rates. 
e. After increasing in price during .the .. expansion that cul­
minated in 1906 and 1907, commodities intended for use in the 
construction of capital equipment fell appreciably in relative 
value. 
f. Productivity in manufacturing industries advanced notably. 
Labor costs in manufacturing were reduced, relatively to general 
prices. The real wages of manufacturing labor were barely main­
tllined during this period of industrial expansion. 

2. Superimposed upon the foundation provided by these 
movements were the shifts arising froin the revolutionary 
economic changes of 1914-22, a period covering the War and 
the first great post-War recession. Changes in price relations 
during this period were in part of internal origin, reflecting 
the play of non-monetary forces. Perhaps more important, 
however, were alterations due to drastic changes in monetary 
values. These were transmitted with varying degrees of lag 
and in varying intensities to the different elements of the 
price system. 

In summary, we note these movements: 

a. The rapid price advance of 19.6-20 and the recession of 
1920-21 brought a sharp reversal of earlier relations between 
the prices of raw materials, particularly industrial raw materials, 
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and manufactured products_ War demands, the exploitation of 
new territory, and the stimulation of a rapidly rising price level 
had caused a rapid expansion in the output of raw materials. 
The checking of War-time demand, the inability of raw material 
producers to adapt themselves promptly to the new situation, 
and the greater promptness of manufacturing producers in adapt­
ing production schedules to changed conditions were factors in 
this reversal. In 1921 raw material producers throughout. the 
world were in a position of extreme price weakness, and manu­
facturers in a relatively strong price position. 
b. The steady pre-War improvement of the average status of 
farmers was followed by War-time afBuence. Then came abrupt 
decline in 1920-.1 to a position lower than any that farmers 
had known in a quarter of a century. 
c. Producers' goods in general were materially cheapened as a 
result of the price shifts of 1914-21, while the real per unit value 
of consumers' goods was greatly enhanced. Buying and selling 
prices were alike favorable to the reaping of profits in the opera­
tion of business enterprises, when the advance of 1922 started. 
d. In contrast to this favorable price situation on the operating 
side the costs of capital equipment in general and construction 
costs in particular were high in 1922. 

e. Although employment fell sharply in the recession of 
1920-21, real wage rates were substantially advanced as a result 
of the War and immediate post-War shifts. Labor costs, as a 
consequence, were relatively high at the opening of the industrial 
expansion of the nineteen twenties. 

3. The price structure that existed in 1922 was subject, 
during eight years, to a new set of influences. In brief sum­
mary: 

a. The physical volume of producti.on increased between 192. 

and 1929 at a rate in excess of that which prevailed during the 
decade preceding the World War. 
b. The productivity of manufacturing labor increased more 
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rapidly than during any other period for which records are avail­
able. (Acceptable records go back to 1899.) 
c. In the expansion of this period an increasing proportion 
of the nation's productive resources was devoted to the output 
of durable goods and of luxury goods, both being types marked 
by high elasticity of demand. 
d. Articles of capital equipment were being produced at a 
rate materially greater than that prevailing for physical goods 
in general. 
e. Heavy foreign lending and rapid growth of the volume of 
export trade characterized this period. The dominant export 
groups consisted of goods of elastic demand. 
f. The aggregate amount of capital funds_available to Ameri­
can industry increased at a notable rate. This helped to main­
tain an upward swing in security prices for an exceptionally long 
period. It facilitated the improvement of mechauical equipment, 
and was thus a major factor in enhancing the productivity of 
labor and in contributing to technological unemployment. 
g. The period as a whole was marked by an apparent loss of 
lIexibility in certain important elements of the price structure. 
This loss of flexibility-a loss due in part to the steady advance 
of overhead costs, price regulation, trade agreements, valorization 
efforts-paralleled movements that tied together even more closely 
the various elements of the industrial structure, and made a 
continuing and flexible adjustment of working parts more essen­
tial to economic stability. 
h. Commodity prices were marked by a slightly declining trend 
during the first post-War decade. A declining trend intensi­
fies the difficulties of readjustment after a cyclical recession, and 
compels more thoroughgoing liquidation than is necessary when 
the secular push of prices is upward. 

In passing now to a brief account of 1929 price relations 
in the United States, we deal again only with certain salient 
aspects of the general situation. 
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PRICES OF RAw AND PROCESSED GoODS; PRICE POSITION 

OF THE FARMER 

Raw materials as a class rose in price in the United States 
between 1922 and 1929; processed goods declined. Although 
these movements tended to correct the extreme disparities 
created during the 1920-21 recession, they left raw materials 
in an unfavorable position in 1929. in terms of pre-War re­
lations. This is clearly shown by an examination of relevant 
index numbers of wholesale prices.! These measurements 

Raw materials 
Manufactured goods 

1922 Z929 
100 106 

100 98 

191J 1922 1929 
100 13! ~41 

100 155 151 

indicate that in average per unit worth. in terms of commodi­
ties in general at wholesale. raw materials were in 1929 some 
5 per cent lower than in 191 3. manufactured goods 2 per 
cent higher; (In deriving these measurements the index 
numbers of wholesale prices given in the table have been 
divided by the corresponding index of general commodity 
prices. at wholesale.) In default of accurate and compre­
hensive records of changes in production costs we may not 
appraise this shift with precision. It is known that produc­
tion costs of many raw materials were reduced during the 
decade and a half following the beginning of the War.' 
Some of the technical gains that manufacturing industries, 

2 Unless otherwise DOted, the index numbers presented in this monograph 
have been computed by the National Bureau of ·Economic R.esearch from 
quotations compiled by the U. S. Bureau of Labor Statistics. The detailed 
measurements. with notations concerning the number of commodities repre­
sented. are given in Appendices m and IV. 
'lmportant technical improvements occurred in the copper. lead. zinc. 
silver and petroleum industries. and the production of lin and ~heat was 
marked by increasing mechanization. Cf. Raw Material Prices and BwineSl 
CondiliOfU. Melvin T. Copeland (publications of the Graduate School of 
Business Administration, Harvard Univemty. Vol. XX, NO.3. May 1935). 
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had enjoyed earlier were now realized in extractive indus­
tries. But it is doubtful that such cost reduction equaled 
the very substantial declines in production costs in manu­
facturing industries during the decade prior to 1929. The 
advantage brought by relative price movements to manu­
facturing industries during these years was probably reaL 

The loss that the American farmer suffered in price posi­
tion in 1920-2 I, a loss which wiped out the gains of many 
years, was in part made up during the succeeding eight 
years. Dealing first with the situation in wholesale markets, 
we have the following record of changes in the wholesale 

I9:J2 ~9::J9 I9IJ 1922 1929 
All products of American farms. raw 100 110 100 157 150 
All other commodities 100 g8 100 151 148 

prices of raw farm products and all other commodities (in­
cluding processed farm products and raw and processed non­
farm products). Between 1922 and 1929 the prices of raw 
farm products gained distinctly on other commodities. As is 
shown by the entries on .the '9'3 base, this gain more than 
corrected the '922 disparity, putting farm products slightly 
above the general average in 1929.' 

Wholesale prices, although useful as a common denomi­
nator in the comparison of changes affecting different groups 
of producers, do not necessarily indicate the true buying and 
selling position of the farmer. To define this position we 
compare the course of prices actually received at the farm 

.. In this. as in all other comparisons of index numbers. we must note the 
limitations attaching to measurements of price changes over time. Only for 
staples of relatively unvarying quality are these measurenients accurate. 
Changes in quality and in design. among fabricated goods. may not be 
adequately translated into terms of price and are, indeed. usuaUy ignored 
in the construction of index numbers. Errors due to such changes are 
usually slight over short periods. more serious in comparisons covering a 
number of yean (see footnote 6, p. 45). 
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with changes in the prices of goods bought by fanners_ The 

~922 1929 
Prices received by farDlerS 100 111 

Prices paid by farmers for production 
and family maintenance 100 103 

I9IJ 1922 1929 
100 131 145 

index of farm prices relates to thirty major agricultural 
products; the index of prices paid is based on payments by 
fanners, at retail, for articles used for productive purposes 
and for direct consumption and use_' Here, again, a sub­
stantial gain is shown for the years between 1922 and ~929, 
but the advance started from a lower relative position in 
1922 than is indicated by the wholesale price quotations_In 
1929 the per unit purchasing power of fann products, mea.­
sured with reference to the prices paid by farmers, was lower 
than in 1913-

This record leaves out of consideration possible changes 
in production costs of fann products and changes in the 
quality of some articles bought by farmers_ It is certain that 
changes of these types occurred between 1913 and 1929-. 
While the resulting gains may not have been sufficient to 
offset the price disadvantage revealed by the above index 
numbers, there is no doubt that by 1929 fanners, 'as a class, 
had made great strides towards recovering their pre-War 
economic status_· 

lIlndex numbers computed by the U. S. Bureau of Agricultural Economics; 
The index numbers on the pre-War hase are only slightly modified if the 
standard of reference be the five years. August 1909 to July 1914. instead of 
the single year 1913. 

Prices received by farmers 
Prices paid by farmers 

August '90!}-
July 191-1 I92IJ 1929 

100 182 146 

100 149 153 

• The J!neasurements of changes in the purchasing power of farm products, 
cited in the text, are derived from the cot.:nParison of price changes among 
two groups of commodities-farm products, and commodities bought by 
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MARGIN BETWEEN THE PRICES OF RAw AND PROCESSED 

GOODS. 1929 
• 

We have stressed in an earlier section the economic im­
portance of the differential between the prices received for 
materials by primary producers and prices prevailing for 
finished goods at the other end of the productive-distributive 
process_ This differential measures the cost of those activities. 
so characteristic of modern economic life. that intervene be­
tween the extractive processes and the final consumption of 
physical goods_ Available data do not span the entire range 
of this differential. but it is possible to measure the changes 
over substantial portions of this important margin_ 

WHOLESALE PRICES 

The customary comparison. in tracing changes in the 
manufacturing margin. is between the prices 'of all raw ma­
terials and all manufactured goods_ This is significant. but 
it is not entirely appropriate to the purpose; for a consider­
able group of raw materials consists of products such as 

farmers for use in production and in family maintenance. The fint is com­
posed of standard raw materials (wheat, mtton, bogs. cattle. etc.) subject 
to only minor variations in quality. The second includes diverse materials, 
such as farm machinery. automobiles, tractors. many of which have been 
marked by steady improvement in quality with the passing years. It is 
estimated, for example. that the quality-the productive e.l6ciency-of farm 
machinery increased 70 per cent between pre-War years and 1931 (estimate 
cited in Index Numbers of Prices Paid by Farmns for Commodities Bought, 
'9IfJ-Z9J#, U. S. Department of Agriculture. September 19M). Automobiles 
have been marked by similar improvements in quality. over the period of 
their general use. It is obviously erroneous...iL long periods are involved. to 
set against the prices of goods of unvarying quality prices of equipment that 
has improved so substantially in quality. without taking account of quality 
changes. The above measurements. therefore. certainly overstate somewhat 
the degree of 1.,.. in the purchasing power of farm products between 191! 
and. post~War yean. 
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vegetables, eggs and milk, which are purchased in their raw 
form by ultimate consumers_ Such raw consumers' goods are, 
in general, subject to price-making forces quite different 
from those that operate among raw materials subject to more 
or less complex processes of fabrication before being ready 
for use, either for purposes of consumption or as instruments 
of further production_ It is the latter group of raw producers' 
goods that should properly be compared with manufactured 
commodities, if interest attaches to changes in the manufac­
turer's price margin_ 

Price tendencies prevailing among these two classes of 
goods during the years preceding the 1929 recession ate 
shown by the accompanying index numbers, which define 

Producen' goods, raw 
All proczssed goods 

Z~2 I!P9 
100 lOS 

100 g8 

Z9ZJ 1922 1929 

100 127 151 

100 155 151 

changes in the average wholesale prices of broad classes of 
goods at successive stages of production_ T (They do not re­

late, we should note, to precisely the same commodities at 
these stages_) The net effect of the eight years of expansion 
that began in the United States after the depression of 1921 
and continued without grave interruption until 1929 was to 
reduce the relative margin between the prices paid by manu­
facturers for their raw materials and the prices, at wholesale, 
at which processed goods were sold, Raw producers' goods· 
rose slightly in price, manufactured goods declined slightly 
on the average_ If we neglect questions relating to costs, pro­
ductivity and changes in degree of fabrication and in volume 
of output, questions that naturally affect the interpretation 
of the changed differential, we find an apparent tendency 

T See Appendices ll-IV (or index numbm by yean, with an explanation 
of their derivation. 
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towards a reduction of fabricational charges between 1922 
and 1929. 

But a longer view is needed if the situation in 1929 is to 
be properly understood. The preceding measurements in­
dicate that in 1929. as well as in 1922. the margin was ex­
ceptionally wide. that the costs of the services of the manu­
facturers (and. in some degree. distributors) to which this 
margin relates remained high. relatively to pre-War ,tand­
ards. during the whole post-War period. In 1929. at the peak 
of the expansion of this period. the average per unit price 
of raw producers' goods was 31 per cent above the 1913 
average; the average per unit price of manufactured goods 
was 52 per cent higher. In comparison with these wide dif­
ferences the slight narrowing of the margin between 1922 
and 1929 is not impressive. The post-War decade. it appears 
from this evidence. was marked by high prices for the services 
covered by this basic differential.s It is to be expected that 
such a change would be paralleled by notable shifts in the 
real incomes and in the relative economic status of different 
economic groups. 

Measurements based upon a threefold division of com­
modities. which includes a representative group of semi­
finished goods as well as raw materials and finished com­
modities. suggest that this widening of the manufacturing 
differential was not universal. in fabricational processes. 
Thus. while raw producers' goods rose 33 per cent between 
1913 and 1929. and all finished goods rose 54 per cent. the 
group of semi-finished goods advanced only 28 per cent in 

• The general relations between the price index numbers for raw producers' 
goods and manufactured goods are not altered when a broader pre-War base 
is used: 

Producers' goods, raw 
All processed good. 

19O9-Z913 1922 1929 
100 117 lSI 
100 158 155 
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price_" These measurements indicate that the costs that had 
risen, and that dominate the general index numbers pre­
viously cited, were those relating to the later stages of the 
manufacturing process, rather than to the simpler manu­
facturing processes that intervene between raw and semi­
finished stages_ 

Further aspects of the change prior to 1929 in the major 
differential between prices of raw and processed goods must 
be studied, and possible reasons for it sought, in a more 
detailed examination of price differences and manufacturing 
costs. In the following summary we distinguish three -groups 
of producers' raw materials and corresponding classes :of 
manufactured goods. 

Z922 1929 z9ZJ z922 1929 
Crops, raw, producers' 100 1('7 100 117 156 

Crops. processed 100 97 100 146 141 

Animal products, raw, producers' 100 108 100 ISO 140 

Animal products. proaossed 100 110 100 150 165 

Minerals. raw, producers' 100 97 100 '40 155 
Minerals. processed 100 95 100 '59 '5' 

Metals • .raw. producers' 100 106 100 III u8 
Metals. processed 100 108 100 151 164 

The manufacturer's margin in the fabrication of farm 
crops appears to have been reduced rather substantially be-

'Following are the index numbers of wholesale prices for these three com~ 
modity groups. The entries in this table. it should be noted, do not relate 
to identical commodities at three different productive stages. Indeed. many 
classes of goods included in the 'raw' and 'finished' groups are not included 
in the ·sem.i~fi.nished· group. But the three sets of index numbers may be 
taken to be generally representative of three successive stages of production. 

NO. OF 
COMMODITIES 19l J I922 1929 

Producers' goods. raw 90 100 109 IS5 
Producen' goods. semi-finished 47 100 'M 128 
All finished goods 5 19 100 156 154 
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tween 1922 and 1929. No significant change occurred in the 
other two main groups. The measurements on the pre-War 
base give a different -picture. The manufacturing differen· 
tial was distinctly wider in 1929 than in 1913 for animal 
products, appreciably greater among mineral products, and 
slightly greater for farm crops. In the subgroup metals a rise 
of but 28 percent in the prices of raw materials subject to 
processing was accompanied by an advance of 64 per cent 
in the prices of manufactured goods. Our search for groups 
exercising preponderant influence upon the major differen­
tial leads us, then, to two important commodity groups­
animal products and metals. In tile fabrication of these 
goods, apparently, the advance in costs between 1913 and 
1929 was greater than the-rise in prices of raw materials, and 
of commodities in general. 

The part played by fabrication costs in the price changes 
of the pre-recession period is strikingly revealed by a series 
of index numbers of price changes among manufactured 

GROUP 

A 
B 
C 

NO. OF 
COMMODITIES 

99 
'57 
87 

19:I:J 

.00 

.00 

.00 

'iP9 '9'3 'iP" 'iP9 
.08 .00 129 '40 
96 .00 '56 '49 
95 .00 .85 '75 

goods, classified according to the degree of fabrication 
through which they have passed.'· Group A is made up of 

10 Total costs of fabrication. including profits. are defined by the figures on 
'value added by manufacture' in Census compilations. The percentage rela· 
tiona of fabrication costs to total value of product. upon which the present 
classification rests, are based upon figures for 1925. This is true also of the 
figures relating to wages and total value of product. upon which the classifi­
cation in the next table is based. Some changes occur, of course, from year 
to year but these changes are not such as materially to affect the present 
classifications. 

The price quotations wed in constructing these index. numbers are those 
compiled by the U. S. Bureau of Labor Statistics. The data wed in the 
classification of cxmunodities are drawn from the Census of Manufactures. 
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commodities for which fabrication costs constitute less than 
25 per cent of the total value of product, group B those for 
which fabrication costs constitute from 25 to 50 per cent of 
total value of product, and group C those for which fabrica­
tion costs are 50 per cent or more of total value of product_ 
From 1922 to 1929 slightly fabricated materials (group A) 
increased in price, more heavily fabricated goods declined_ 
But this movement must be interpreted with reference to 
the situation in 1922- Here we lind a delinite relationship, 
slightly fabricated goods being lowest in price, relatively to 
1913, more highly fabricated goods standing next in order, 
with most heavily fabricated goods far above the other 0\10 

classes. These differences had been reduced by 1929, but the 
same general relations persisted. As against a relative of 140 

(1913 base) for slightly fabricated goods, we have 175 for the 
highly fabricated articles in group C. These clear progres­
sions, prevailing in 1929 as well as in 1922, give unmistakable 
evidence of the part played by manufacturing costs (includ­
ing prolits) in shaping post-War price differences." 

If we base our classilication upon wages expended in the 
manufacturing process, instead of upon all fabrication costs, 
similar conclusions emerge. Below are given index numbers 
of wholesale prices for three groups of commodities, those 
for which manufacturing wages constitute less than 10 per 
cent of the total value of product (group D), those for which 
they make up from 10 to 25 per cent of total value of prod: 

11 We should avoid the implication that the chain of causal relations neces­
sarily runs from higher fabricational costs to higher selling prices. In general. 
when the level of prices is rising. it is probably true that conditions in the 
markets for finished products allow higher fabricational msts to be incuITed 
and higher profits to be paid. (Even at such a time. of course, the force of 
competition may prevent a rise in the fabricational margin.) When the level 
of prices is falling. the active factor in expanding the fabricational margin 
(relatively to general prices) is more likely to be found on the oost side. 
Overhead and labor c:osts are less flexible than material costs when business 
oooditions necessitate a downwan:! adjustment of prices and C'JOSts. 
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uct (group E). and those for which they make up 25 per 
cent or more of the total value of product (group F). In 1922 

NO. OJ' 
GROUP COMMODITIES Z9U r9~9 z9I J 1922 r9~9 

D II, 100 106 100 1'1 1,8 
E 159 100 94 100 161 151 
F 81 100 gb 100 Ill? 180 

goods in group D stood only 31 per cent higher in price than 
in 1913; goods in group F stood 87 per cent higher. Here is 
a striking difference. By 1929 the discrepancy had been re­
duced. but we still find a definite progression; those goods 
for which wages were a relatively sl!1all !tem in total value 
were lowest in relative price. while goods with relatively 
high labor costs were highest. 

We have noted. in using index numbers relating to the 
prices of specific classes of goods at different stages of the 
productive-distributive process. that precisely the same com­
modities are not necessarily represented at these different 
stages. More exact (though more limited) comparisons are 
possible if we deal with the prices of identical commodities 
at different productive stages. Index numbers derived from 
such prices. which are given in Appendix V. show conflicting 
movements between 1922 and 1929. in respect of the fabrica­
tional margin. More significant for the immediate purpose 
are index numbers on the 1913 base. With only three ex­
ceptions in the entire list of eighteen groups of related com­
modities. the relative margins between the prices of primary 
products and of more highly processed goods were distinctly 
wider in 1929 than in 1913. The long-standing pre-War 
tendency towards a narrowing of this differential was clearly 
reversed. if we take account of the net change over this 
sixteen-year period. 
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FABRICATION COSTS 

Some limitations attach to a study of price differentials 
through the comparison of price movements at different 
manufacturing or distributive stages. Production costs may 
vary with changing industrial productivity; the degree of 
fabrication may vary; the share of overhead costs allocated to 
each unit of manufactured output may vary markedly with 
changes in the volume of production. We may approach the 
same subject from a different direction, and avoid certain of 
the more important of these sources of possible error, by trac­
ing changes in the costs and selling prices of American m~u­
facturing industries." As in the earlier account we devote our 
attention to the situation in 1929 and to the changes occur­
ring during the years of post·War expansion and the longer 
period dating from 1914. 

INDEX NUMBERS MEASURING CHANGES IN MATERIAL COSTS, 
SELLING PRICE AND FABRICATION COSTS, MANUFACTURING 

INDUSTRIES OF THE UNITED STATES 

(All me4Jtlt't"t'lUftU rtllJte to IJWf'dg~ trric~ and cost cM"ges Pef' unit 01 
manulactuTea product.) 

192J 1929 1914 z923 1929 
Selling price 100 91 100 159 145 

Cost of materials .00 8g .00 '55 '56 
Fabrication cnsts. plus profits .00 95 .00 '74 .66 

Labor cnstJ .00 86 .00 .SI '57 
Overhead, pilla profits .00 .01 .00 .68 ".71 

These records reflect changes of the same general charac­
ter as those defined by the measurements already reviewed. 
Between 19211 and 1929 material costs (which here include 

11 The technical methods employed in deriving these measurements are 
described in Economic Tendmciu in the United Statu. The measurements 
are derived hom compilations of the Census of Manufacturtl. and are thus 
available only for Census y ...... 
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the costs of semi·manufactured goods) dropped, the selling 
prices of manufactured goods declined, and fabrication costs 
declined, though by a smaller amount. In the present analysis 
we may distinguish two elements of fabrication costs, labor 
costs and a composite of overhead costs plus profits. The 
decline in fabrication costs during the period of post·War 
expansion appears to have been the resultant of two conftict· 
ing movements-a substantial drop (14 per cent) in labor 
costs, a small advance (2 per cent) in overhead costs plus 
profits. In interpreting these movements we should recall 
that these years were marked by the steadily increasing meclt· 
anization of industry, and that this process tended to lower 
labor costs and to increase overhead costs:The capital funds 
at the disposal of manufacturing corporations were increas­
ing rapidly, and if mechanization had proceeded at an equal 
rate the addition to current overhead cltarges would have 
been substantial. A definite tendency in this direction un· 
doubtedly prevailed. 

For a true conception of the 1929 situation a longer per· 
spective is required. If we look back to 1914 we find that the 
present evidence clearly substantiates that of the earlier 
sections. Over the fifteen years 1914-29 the cost of materials 
(including semi·finished goods), per unit of manufactured 
product, increased 36 per cent; the selling prices of finished 
products advanced 45 per cent; fabrication costs, plus profits, 
increased no less than 66 per cent. The services of fabrication 
agents were definitely more expensive in 1929, by an amount 
materially exceeding the rise in the general price level. The 
two constituent items of fabrication costs both advanced 
more than the average selling price of manufactured prod· 
ucts. The rise in overhead costs plus profits was the greater." 

11 These Index numbers, bailed upon a larger group ~f indwtries. diller 
IOmewbat from thOle cited in Economic Tmdencia. 
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FIGURE 5 

CHANGES IN AVERAGE SELLING PRICE, COST OF MATERIALS AND 
ELEMENTS OF FABRICATION COSTS PLUS PROFITS, PER UNIT OF 

PRODUCT, '9'4-'929 

MANUFACfURING INDUSI'RlES OF THE UNITED STATES 

(Percentage devi4tions from z9z4 level, in dollars of constant purchasing 
power at wholesale) 
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These general movements are shown graphically. in dol­
lars of constant purchasing power at wholesale. in Figure 5 .. 
Supporting data appear in Appendix VI. Here. again. quali­
tative factors cloud the interpretation of t;hese results. The 
particular 'price' that is defined by fabrication costs, per unit 
of product. does not relate to a standard and unchanging 
economic good, especially over periods a decade or more in 
length. As for the cltanges from 1914 to 1929. a detailed study 
of the record suggests that several important factors con­
tributed to th~ notable widening of the fabricational margin 
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we have observed. Real advances in fabricational costs, in 
excess of the concurrent increases in selling prices, occurred 
among numerous industries mrning out standardized prod­
ucts. There is good evidence (other than the statistical data 
here cited) that manufacturing labor and ownership were in 
positions of strategic advantage, after the World War, in 
their rela.tions with producers of raw materials, and that their 
rewards increased correspondingly. But it is also true that 
the degree of fabrication to which materials of manufacture 
were subjected was increasing. In 1929 the actual physical 
contribution of fabricators to the average product of manu­
facture was greater than in 1914. Refinement and improve­
.ment of fabrication in the making of machine products, 
elaboration of fabrication in the production of food products 
and in their preparation for the market, were characteristic 
of this period. This qualitative change was unquestionably a 
factor in the widening of the fabricational margin that was 
so distinctive a feature of the years between 1914 and 1929, 
intensifying the influence of a substantial real rise in the 
price paid for the services of fabricators." 

The fifteen years prior to the recession of 1929 were 
marked by an exceptionally rapid advance in the output of 
durable goods, both capital equipment and durable con­
sumers' goods. The production of durable goods increased 
112 per cent, as compared with increases of 63 per cent for 
semi-durable goods and 71 per cent for perishable commodi­
ties. (Each reference applies to the output of manufactured 
goods. The measurements given are based upon index num­
bers constructed by the National Bureau of Economic Re­
search.) Examination of index numbers relating to the va-

U.ln certain cases in which the degree of monopolistic or semi-monopolistic 
control was increased during this period the widening of the differential 
between material coats and final .elling price may be attributed to this 
control. rather than to an increase in fabricational (OIlS proper. 
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rious elements of production cost, for these three groups of 
manufactured goods, reveals substantial equality in respect of 
changes in material costs, between 1914 and 1929- The chief 
differences appear in the movements of labor costs (up 69 
per cent for semi-durable goods, 54 per cent for perishable 
goods and 49 per cent for durable goods) and overhead costs 
plus profits (up 76 per cent for semi-durable goods, 75 per 
cent for durable goods ;jnd 66 per cent for perishable goods). 
The very considerable rise in overhead costs plus profits for 
durable and semi-durable goods is notable, the more so be­
cause of the great increase over this period in the volume of 
durable goods produced. Indeed, such charges for dura pie 
goods had increased no less than 13 per cent pet- unit of 
output during the period of rapid industrial expansion be­
tween 1923 and 1929. Heavier overhead charges, in the broad 
sense in which that term is here used, were an important ele­
ment in the maintenance of a high fabricational margin 
during the post-War period. 

PRICES OF CAPITAL EQUIPMENT AND CONSUMPTION GOODS 

In distinguishing between the prices of goods for capital 
equipment and of articles intended for direct human con­
sumption or use we are setting off two major fields of eco­
nomic activity. Processes of investment and of consumption, 
processes relating to the building up of the instruments of 
production and processes directed towards the satisfaction of 
immediate human wants, are conditioned by these prices. 
Proper coordination of. these two central types of activity is 
essential to the maintenance of order in our economic life. 

In a comparison of price changes among these classes of 
commodities we should use the prices of finished goods .only. 
For our interest lies now not in the margin representing 
fabricational or distributional costs, but in the relative costs 
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of capital goods, finished and ready to perform their instru­
mental role in production, and of commodities ready for 
direct and final consumption. It is these prices of final 
products that are significant in shaping the courses of invest­
ment" and of consumption. But we are faced here by de­
ficiencies of data. Available quotations on the finished instru­
ments of production-machinery and equipment of all sorts 
-are few. As the best approximation to changes in such 
prices we shall follow changes in the prices of processed 
goods intended for use as capital equipment or in the con­
struction of such equipment. Since we are interested not in 
absolute prices but in price changes, the approximation will 
be reasonably accurate. Price changeS among these goods are 
compared, in the accompanying summary table, with changes 
in the prices of goods ready for use by final consumers and in 
the general level of wholesale prices. 

Produc:etS' goods for capital 
1922 :1929 :t9:tJ 1922 1929 

equipment. processed 100 r¥l 100 165 160 

Consumers" goods. all 100 104 100 155 160 

All mmmodities 100 100 100 . t48 148 

Between 1922 and 1929 prices of these two types of goods, 
both representing terminal stages of the productive-distrib­
utive process, diverged somewhat; goods for capital equip­
ment £ell slightly in price, consumers' goods rose. But over 
the longer stretch of years between 19111 and 1929 the two 
groups moved upward by the same relative amount-60 per 
cent, as compared with an advance of 48 per cent in the 
general price level. The high 1929 prices of both these 
classes stand in marked contrast to the very low prices of 

11 High prices of capital goods may. of course, be counter-balanced by low 
interest rates. Moreover, high prospective returns may outweigh high current 
costs of construction. These faetorS in the problem. of investment and of 
"'pila) goods creation an! not disc:uued at this point. 
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those producers' goods which are intended for human con· 
sumption, after fabrication. (The average price of such 
goods, in 1929, was only 29 per cent above the 1913 aver­
age.) The wide margin between these unfinished goods and 
goods ready for consumption has been discussed in an earlier 
section." Equally striking is the contrast between the low 
prices paid by producers for'goods to be fabricated and the 
high prices paid for goods entering into capital equipment. 
On the operating side price relations were very favorable 
indeed to manufacturing profits. But on the investment side 
the situation was less pleasing. Manufacturers reached the 
end of the prosperous period of the 1920'S with a large '(/01-

ume of new capital equipment, much of it constructed under 
conditions of exceptionally high cost. The full weight of 
this burden was not felt while activity remained at high 
levels, but after 1929 these capitalized costs became a major 
factor in the problem of readjustment." 

11 The group of consumers' goods. the prices of which are given here. in­
cludes both raw and processed goods. although it is more heavily Weighted 
with the latter. These two subdivisions followed different counes between 
1921 and 1929. The one group of raw materials that remained relatively 
high in price during this post-War period, and ended the period in a posi­
tion of marked price advantage, was composed of goods ready for final COD­

sumption in a raw state. 

Consumers' goods. raw 
Consumers' goods. processed 

Z9ZJ Z9J~ r9~9 

'00 '54 '75 
100 155 157 

IT Construction cnsts enter into the production of both capital equipment 
and durable consumers' goods (residences). In the following table the 
Engineering News-Record's index of construction costs, which includes wage 
rates of labor engaged in the building industries as well as prices of build­
ing materials, is oontrasted with generaJ wholesale prices. Costs of oonstruc­
tion were high in 1921. some 18 per cent above wholesale prices (on the 1915 
base). During the .even yean following wholesale prices showed no net 
change, but oonstrUction oosts rose to a level 40 per cent above that of 
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In the existence of a plateau of high prices for goods ready 
for use, whether by final consumers or in an instrumental 
way by producers, we have a very significant feature of the 
post-War decade_ Such a condition places obvious difficulties 
in the way of continued movement of goods, in customary 
volume and in customary channels. It involves a transference 
of purchasing power to fabricators, a reduction in the pur­
chasing power of primary producers and of those ultimate 
users (consumers and industrial users of equipment) who 
do not profit from the enlarged fabricational margin. De­
ficiencies in the aggregate purchasing power of these groups 
may, of course, be temporarily filled if new sources of credit 
(such as consumer credit) are being tapped, or if other ele­
ments of income (such as speculative profits) are swelled_ It 
is possible, too, that equilibrium within the industrial struc­
ture may be re-attained, in the face of such a price situation, 
after changes in the division of national income and in the 

. make-up of the aggregate volume of goods marketed_ But a 
condition of the first sort (a filling of the voids in the pur­
chasing power of adversely affected groups) would seem to be 
necessarily teII\porary, while a change of the second type (a 
permanent alteration in the division of aggregate purchasing 
power~ would involve very considerable economic and social 
changes, if substantial price shifts were to persist. These con­
siderations will concern us when we trace the developments 
of the recession that began in 1929, and of the succeeding 
period of recovery. 

wholesale prices. Here was an imporrant additional factor contributing to 
high capital costs and to high costs of consumen' goods. 

Construction costs 
Wholesal. prita 

.I92S 1~9 

100 119 

100 100 

191j 19~a 1929 

100 174 1"7 

.00 '48 148 
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POST-WAR PRICE SCHISM 

There is an obvious relation between the various price 
phenomena described in the preceding pages. Relatively low 
prices of primary products and high prices of manufactured 
goods intended for human consumption and for use in cap­
ital equipment are concomitants of a wide fabricational mar­
gin. The evidence reviewed indicates that in the United 
States, prior to the receSsion of 1929, the margin between the 
prices of raw industrial materials and of manufactured goods 
was distinctly wider than in pre-War years. The statistical 
data show that this condition became pronounced, for the 
first time, between 1919 and 1922, although some relative 
weakness in raw materials developed between 1917 and 
1919.'. The gap then opened between the prices of finished 
goods and of raw materials intended for fabrication persisted, 
in the main, during the entire decade of the ·twenties. In 
certain industrial fields the gap was narrowed, and, indeed, 
in some fields no such gap existed, but for manufacturing 
industries in general the fabricational margin that prevailed 
in 1929 was significantly wider than before the War. 

II The major shift between 1917 and 1922 may be traced in the following 
index numbers of wholesale prices: 

Producers' goods. raw 
All processed goods 

zgZj 1917 1918 1919 1920 1921 1922 

100 180 194 195 201 118 117 

100 IGg Ig8 106 "40 .65 r55 
Pertinent, also. are data showing the relations between Changes in the OO5t 
of materials and in fabrication costs, per unit of product. in manufacturing 
industries: 

Cost of materials 
Fabrication oosts 

191~ 1919 1921 192J 
100 101 156 158 

100 log 175 '74 

(Costa of materials, as reported in tlie Census of Manufactures,· include 
lOme fabrication costs, since semi-finished goods constitute ·materials' for 
many producers.) 
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The persistence of this margin constitutes one of the most 
striking features of the post-War economic situation. It is 
notable, for one thing, because its existence represents a 
reversal of tendencies that had prevailed in this country for 
many years prior to the War. The history of the quarter 
century prior to the War is a history of a steady cheapening 
of fabricated products in tenns of raw materials, a steady 
reduction in the cost of the services of manufacturing indus­
tries. The margin is notable, again, because it was not solely 
a domestic phenomenon. The post-War world was marked 
by a wide disparity, relatively to pre-War standards, between 
the prices of raw materials and of manufactured goods. The 
terms of exchange between raw material producing areas 
(with certain exceptions) and manufacturing areas were 

altered, by the events of 1914-22, to the marked disadvantage 
of the former. There developed, to a degree not equaled in 
modem times, a price schism between raw material produc­
ing areas and manufacturing areas that materially impeded 

. the ordinary processes of trade. Some of the economic conse­
quences and accompaniments of this schism-depleted pur­
chasing power and a forced draught to production in raw 
material producing -areas, reduced volume of trade and 
consequent unemployment in industrial areas, uneconomic 
movements of short- and long-term loans-have been out­
standing features of the post-War world situation. 

It is desirable that we briefly summarize the factors that 
appear to. have contributed to. the development of this mar­
gin and to its persistence during the post-War decade, in 
direct reversal of earlier tendencies. In doing so we shall be 
speaking primarily of the domestic situation in the United 
States although certain world conditions bear upon it. 

The sharp widening of the fabricational margin occurred 
in the price recession of 1920-21. As factors affecting this 
movement we may note the following: 



THE PRE-RECESSION SITUATION 63 
a_ The usual sensitiveness of raw material prices to the forces 

of economic recession. and the greater stability of the prices of 
finished goods_ The reasons for this difference are many. includ­
ing the inelasticity of demand for many primary products. the 
inability of primary producers to limit ~upply in the face of fall­
ing demand (contrasted with the high degree of control exerted 
over the output of most fabricated products) and the greater im­
portance of relatively fixed costs in the production of manufac­
tured goods_ 

b_ The accentuation of this sensitiveness of raw material prices 
by an exceptionally weak position at the end of the War_ A 
forced draught had been applied during the War to the pioduc­
tion of raw materials throughout the world_ Indeed, as we have 
already noted, the peak of raw material prices in 'the United 
States in relation to general prices occurred in 1917: Thereafter 
the prices of manufactured goods rose more sharply_ This rela­
tive weakness. appearing prior to the peak of the War-time 
boom, is highly significant_ The ending of the War left large 
stocks on hand, and the expansion of production by the warring 
countries, with the end of the fighting. intensified these diffi­
culties. 

c. The customary lag of wage rates and overhead charges. at a 
time of price recession. Here. again, the usual tendency towards 
a relative increase in fabricational costs, as a result of this lag, 
was accentuated by the magnitude and intensity of the general 
price decline. During the preceding advance of prices, from 1914 
to 1920, labor shortage and War-time demands had stimulated 
a sharp rise in wage rates. Much of this gain was held during 
the sharp break of prices in 1920 and 1921. 

cL The violence of the first post-War price recession and its 
brief duration, relatively to the magnitude of the change in the 
price level. In 1920-21 the average level of wholesale prices 
dropped 45 per cent in twenty months. This was almost three 
times the intensity (in rate of decline per month) of the 192!r33 
decline and four times the intensity ,of the 1873--'79 price drop. 
Under these conditions a rapid widening of the margin between 
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flexible and inflexible prices was inevitable. Time was not given 
for adaptation and adjustment. Subsequent readjustment was. of 
course, to be expected. barring the presence of factors tending 
to perpetuate the conditions that developed during the recession. 

World conditions of supply and demand. the customary 
behavior of the prices of different classes of goods. the rela­
tively strong position of agents of fabrication in 192CHtl 

and the intensity of the drop in general prices all contributed 
to the initial widening of the fabricational margin. and to 
the consequent depressing of raw material prices and the 
elevation (relatively) of the prices of finished goods. But the 
emergence of the margin. as a cyclical phenomenon. was in 
accord with experience. What was altogether exceptional was 
the persistence of these conditions during the· succeeding 
eight years of economic expansion and of rapidly rising 
productivity in manufacturing industries. We list below cer­
tain factors that appear to have played important roles in 

. these years: 

a. The continued weak position of primary producers. The 
effects of the War·time stimulus to the output of raw materials 
did not pass over night. Large supplies from new sources. com­
bined with the re-entry of producers in the former combatant 
countries. maintained price weakness among raw materials.l ' 

Actual cost reductions in the production of certain raw mate­
rials. as a result of gains in productivity. served also to lower 
prices. This was a factor of considerable importance in the out­
put of certain minerals and of some farm products. The post.War 
years witnessed considerable improvement in technical methods 
of mineral extraction and of agricultural production. Price de­
clines rellecting cost reductions do not necessarily involve reduc· 

18 We should note, however. that for raw materials in general .. the effects 
of W3r stocks and war expansion ... had worn off before 1919" (Copeland. 
loc. tit., p. 44). We must look. in the main, to other conditions for an ex­
planation of the persiatent post-War margin. 
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tion of incomes_ However, such cost reductions are never effected 
uniformly, by all producers. Lowered costs by some, particularly 
by large producers, may change the location of the margin of 
production, forcing to the margin, or beyond it, producers for­
merly comfortably within it. In such an industry as fanning, 
where complete retirement from production is difficult, this con­
dition may cause real and persistent distress. 

b. The persistence of a price level some 35 per cent below that 
of 1920_ Had prices moved upwards again, to the approxiinate 
pre-recession level, wage costs and overhead costs in manufactur­
ing industries would probably have been reduced, re\ativelx,and 
earlier relationships with prices in general approximated. The 
customary lag of such costs would have contributed to this read­
justment. But the gains scored by the agents of ·fabrication 
during recession were consolidated, in large part, because of the 
succeeding stability of prices at a level close to that reached in 
the 1921 depression. 

c. The economic strength of industrial labor. The prolonged 
expansion that followed the first post-War depression began just 
when immigration restriction was curtailing the supply of indus­
trial labor, particularly unskilled labor. Thus the bargaining 
position of labor was strong in these early yea~ of expansion, and 
this circumstance contributed to the maintenance of the earlier 
gains in real wage rates. Related to this, but arising from other 
conditions as well, were the high living costs and high living 
standards of industrial labor after the War. There are, of course, 
circular relations here. Living standards were high, in part, be­
cause a wide manufacturing differential made it possible for 
high wages to be paid. But there is something more to it than 
this. The high standards gained during the War tended to per­
petuate themselves. Wage earners, and all other consuming 
groups, cling tenaciously to gains in standards of living. This 
became a positive factor, tending to maintain the wide differen­
tial of the early post-War years. 

d. The possible increase in distributional costs. During the 
decade of the 'twenties national advertising increased rapidly 
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and other forms of selling pressure received new emphasis. These 
costs were reflected in the prices paid by final consumers. We 
cannot say whether or no this selling pressure actually increased 
volume of sales sufficiently to reduce distributional costs per unit 
of product. They may well have done so in some industries. 
Where advertising is largely competitive, drawing business from 
other producers instead of promoting an increase in aggregate 
sales, increased advertising would add to the average per unit 
cost of goods sold. Some such addition was probably made during 
the expansion of the 1920·S. Certainly the persistence of a high 
level of prices to consumers does not indicate that the great 
expansion of advertising in these years served to lower the living 
costs of the population at large. 

e. Quality changes, representing actuai increases in the degree 
of fabrication to which the materials of manufacture were sub· 
ject. In 1929 (and in 1933) the actual physical services of fabri· 
cators constituted a larger proportion of the bundle of materials 
and services bought by the final consumer than in 1914. Improve­
ments in the quality of mechanical goods and the grading and 
'packaging of food products are obvious examples of changes of 
this type. Perhaps some of this extra service, as in the making 
of ornate containers, was not a real gain to the consumer. Never· 
theless, the service was rendered and a higher fabricational mar· 
gin was required to pay for it. This emphasis on quality changes, 
real or apparent, and the desire to give specific products special 
appeal through refinements of fabrication, were probably more 
characteristic of the years since 1914 than of the period before. 
If so, they help to explain the curious reversal in the relative 
trends of prices of raw materials and of manufactured goods that 
occurred after 1914. 

f. Fortuitous additions to the purchasing power of consumers. 
It was not enough to ensure the persistence of relatively high 
rewards to fabricators that their bargaining position should be 
strong. or that the position of primary producers should be weak. 
It was necessary that the buyers of finished products be able to 
purchase, in quantity, at the relatively high price level prevailing 
for such goods. Low returns to primary producers, who consti· 
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tute an important element of the total body of consumers, would 
tend to lower the aggregate income and purchasing power of con­
sumers_ High returns to fabricators would tend, of course, to 
maintain such purchasing power, but fabricators constitute only 
one restricted part of the total consuming group_ Something 
more than the boot straps of fabricators was needed to maintain 
the buying power of consumers at large at levels necessary to 
ensure the marketing of an expanding volume of consumers' 
goods at' post-War prices. Three circumstances contributed to 
the enltancement of consumer purchasing power during the 
period of expansion that began in 1921-22. Some of the prqceeds 
of heavy foreign loans served, directly or indirectly, to finance 
the purchase of consumers' goods in the United States. Many of 
the profits realized from speculative operations in reai estate and 
securities found the same outlet. Not least important was the 
swelling of consumer purchasing power by the tapping of the 
new reservoirs of credit-consumer credit-through which install­
ment selling was financed. During the expansion of such credit 
the additions to the total volume outstanding represented net 
increases in the current buying power of consumers.·O All these 

10 These sums, while not of great magnitude in anyone year. relatively to 
total national inmme. constituted a steady addition t9 the current inmme 
of consumers during the decade preceding the recession. The following table 
(baaed upon estimates given in Lougb and Gainsbrugh. High.Level Con­

sumption, McGraw-Hill. 1935. p. 812) indicates the magnitude of the annual 
additions to consumer income between 1919 and 1929- The debts of which 
aemunt has been taken in preparing this table include those arising from 
purchases 'and from personal loans. All sums are in millions of dollars. 

NET CHANCEl" 
CONSUMER. PUR-

TOTAL SHORT- ANNUAL CHANGE IN CHASING POWEll 
TERM OON- TOTAL CON- CAltRYING PROM PRECEDING 

smaaDEBTS SUMERDEBTS CHAOCES YEAR 

1919 5445 
1920 6006 +565 +1 +562 
IgU 6u8 +111 +78 +54 
19:a:J 6055 -65 -31 -54 
19>3 6829 +776 +47 +729 
'9>f 71go +561 +14 +847 
19>5 7675 +485 +54 +451 
(Nol • • 0 concluded on ,. 68) 
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elements were essentially non-recurring_ They bolssered the de­
mand for goods during the major expansion of the 'twenties, and 
supported the price relations we have described_ There was no 
promise in this situation, however, that these price relations 
would be stable when consumer buying power was again con­
fined to disbursements arising from the normal productive opera­
tions of the economy_ 

g_ Favorable conditions for sellers in the markets for capital 
equipment_ Sellers of finished goods for use in capital equipment 

(Note 20 concluded) 
NET CHANGE IN 

CONSUMER PUR-
TOTAL SHORT- ANNUAL CHANGE 1 N CHASING POWER 

TERM CON- TOTAL CON- CARRYING FROM PRECEDING 
SUMERDEBTS SUMEIl DEBTS CHAlIGES YEAll 

1926 7914 +289 +47 +'91 

1927 8177 + 065 +55 +110 

19::18 8786 +60g +55 +554 
1929 9477 +691 +58 +655 

The derivation of the final entries may need a word of explanation. The 
inaement of 565 million dollars from 1919 to 1910 represents new purchas­
ing power placed in the bands of consumers in 1920. However. canying 
charges on shorHerm consumer debts. which had amounted to 584 million 
dollan in 1919. came to 585 millions in 1920. Thus the net inaease in COD­
sumer purchasing power from 1919 to 1920 was 565 millions less one million, 
or 561 million dollars. The figures for other yean were similarly derived. 

With but one exception. each of these ten years was marked by a net addi­
tion (over the preceding year) to consumer buying power, as a result of 
increasing loans to consumers. In four of the ten yean the increase exceeded 
500 million dollan. These figures are the more significant if we' recall that 
they represent increases on a continually expanding base. 

The above interpretation of the consumer debt figures differs from that 
given by Lough and Gainsbrugh. These authon deduct the total carrying 
charges each year &om the figures representing annual changes in total 
short-term consumen' debts. If the changes from one year to the next in 
the actual sums available to consumers for the purchase of goods are being 
computed_ the Lough-Gainsbrugh procedure involves the assumption that no 
payments on account of carrying charges were made during the fint year. 
This is ob~ously faulty. If the amount of consumer debts and annual carry­
ing charges were constant from year to year. there would dearly be no 
change, &om one year to the next, in the IUms available to CODlumen for 
purchasing good •• 
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were favore" by similar fortunate circumstances during the ex­
pansion of the ·twenties. Low rates for capital funds. high profits. 
which facilitated the growth of corporate surpluses. and a spirit 
of optimism. which inspired business men to expand their plants 
and add to equipment without severe scrutiny of costs. stimu­
lated heavy sales of capital equipment. Under the circumstances. 
relatively high prices for such equipment did not dampen sales. 

These. then. were important factors contributing to the 
creation and persistence of the exceptionally wide post-War 
margin between the prices of raw materials and manufac­
tured goods and to the high price level of finished goods. It 
may. indeed. be argued that the persistence of these cOl)di­
tions was due to the incompleteness of the liquidation and 
readjustment effected between 1920 and 1922. That violent 
world-wide price recession would be considered a first stage 
10 a necessary process of readjustment; thereafter fortuitous 
conditions made possible a recovery in the United States 
before readjustment was completed. But we do not know 
enough about the conditions essential to economic stability 
to be sure that this was the case. The relations revealed by 
a study of post-War prices and their comparison with pre­
War relations would not be inconsistent with such an hy­
pothesis. however. 

We have noted certain conditions. on the operating sid~ 
which bear upon this post-War price differential. Quality 
changes. reftecting more intensive fabrication. occurred in 
many manufacturing industries. Where the finished product 
thus represented a greater relative contribution on the part 
of fabricators and increased utility to consumers. some expan­
sion in the manufacturing differential and some rise in the 
price of the finished goods were to be expected. Yet this 
cannot be looked upon as the sole or indeed as the chief 
factor in the widening of the differential. A detailed study. 
by industries. reveals increased costs of fabrication as a typ-
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ica1 post-War condition. prevailing where quality changes 
are known not to have occurred. as well as where they did 
occur. 

On the other hand. as against increased contributions of 
fabricators. industrial productivity increased notably during 
the decade 1919-29. Output per wage earner employed in 
manufacturing industries increased 15 per cent from 1921 
to 1923. This followed a gain of I per cent. from 1919 to 
1921. and was followed by a gain of 8 per cent. from 192!1 
to 1925. In part. these gains in productivity were due to 
heavier capital investment. and the installation of better 
equipment. But the actual reduction of production costs. it 
is fair to assume. more than offset the average gain in quality. 
among manufactured products. That the increase of produc­
tivity occurred concurrently with a widening. instead of a 
contracting. fabricational margin is noteworthy. We shall 
be concerned at a later point with some economic conse-

. quences of enhanced industrial productivity accompanied by 
a wide fabricational margin. 

PURCHASING POWER OF MAJOR PRODUCING GROUPS. 1929 

The significance of changes among the various elements 
of the price structure is not always readily apparent to the 
economic agents involved. Of immediate concern to these 
agents are the shifts in actual command over goods that fol­
low directly upon changes in the relations among prices. We 
tum now to a brief survey of the changes in the relative 
status of different economic groups. in respect of aggregate 
purchasing power prior to 1929. We deal here only with 
general movements. for the available data do not make pos­
sible a high degree of accuracy in the measurement of pur­
chasing power changes. 

Three factors affect the direction and degree of change in 
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the aggregate purchasing power of a given economic group 
over a stated period: changes in the average per unit price 
of its products (or services), changes in the quantity pro­
duced and sold, and changes in the average price of the com­
modities and services for which its money income is ex­
pended_ Obviously, records of these changes are not to be 
had for all important economic groups. Indeed. they are not 
available, in detail and .with a high degree of accuracy. for 
any economic group. For a few major groups. however, we 
may approximate the changes in these factors with sufficient 
accuracy to obtain fairly reliable indications of the changes 
in their aggregate purchasing power. In picturing the general 
situation prevailing in 1929 we take 1914 as a standard of 
reference. 

In 1929 the aggregate physical volume of production in 
the United States (excluding construction) was approxi­
mately 64 per cent greater than in 1914. If the net gains of 
these fifteen years had been divided equally among all pro­
ducing groups an increase of this amount would have been 
recorded in the total volume of goods commanded by each 
group, that is, in its aggregate purchasing power, as that 
term is here used. Actually, of course, no such equality is 
found. Following is a summary of the changes among certain 
important producing groups: 

PRODUCERS OF 'RAW MATERIALS 

Farmers 
Aggregate purchasing power in '929 some 20 per cent greater 
than in '9'4, in wholesale markets, 10 per cent greater in 
the markets in which farmers actually spent their money. 
The advance in farmers' purchasing power was due primarily 
to increased farm output, which .was 11 per cent greater in 
1929 than in 19'4. The per unit purchasing power of farm 
products advanced in wholesale markets, declined somewhat 
in the markets in which farmers buy. 
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Producers of raw mineral products 
Aggregate purchasing power in wholesale markets in 1929 ap­
proximately twice that of 1914. This gain was the net re­
sultant of an increase of about 70 per cent in volume of pr,," 
duction and of about 20 per cent in the purchasing power of 
each unit produced. 

Producers of raw forest products 
Aggregate purchasing power in wholesale markets in 1929 
about 18 per cent greater than in 1914. This gain was the net 
resultant of a drop of some 6 per ~ent in number of units 
produced, an advance of about 25 per cent in average pur· 
chasing power per unit. 

AGENTS OF FABRICATION 

All agents 
Aggregate purchasing power of all agents of fabrication (i.e .• 
those whose rewards are secured from the differential between 
costs of materials to manufacturers and the selling price of 
manufactured goods) in 1929 in wholesale markets approxi· 
mately 120 per cent greater than in 1914. This gain resulted 
from an increase in output of some 84 per cent and in per 
unit purchasing power of about 20 per cent. 

Manufacturing labor 
Aggregate purchasing power in 1929 a\>out 7 I per cent greater 
than in 1914. owing chiefly to an increase of 77 per cent in the 
physical output of manufacturing labor. The actual purchasing 
power of the pay received for each unit of goods produced 
declined about 8 per cent. with reference to the items included 
in the budget of the average industri'!\ worker. (If purchasing 
power changes in wholesale markets be measured. for compar­
ison with similar measurements for other 'groups. we have 
advances of 100 per cent in aggregate purchasing power, 
II per cent in per unit purchasing power.) The change in 
rewards per unit of goods produced is to be interpreted with 
reference to a gain of approximately 49 per cent in output 
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per wage earner in manufacturing industries between '9'4 
and 1929. 

Ownership and management in manufacturing industries 
Aggregate purchasing power in wholesale markets in 1929 ap­
proximately '35 per cent greater than in '9'4. The gain was 
due to an increase in output of about 90 per cent. in per unit 
purchasing power of approximately 23 per cent." 

These several estimates of changes in the aggregate pur­
chasing power of important producing groups are not per­
fectly comparable. and indeed. in default of accurate itt4ex 
numbers of the prices prevailing in the marke~ in whi~ 
mese groups spend meir money incomes. it is impOSsible to 
secure comparable measurements. Wim mis important quali­
fication. we may use these measurements as indications of 
certain major changes in me distribution of purchasing 
power between 1914 and 1929. We should note. in so using 
them. that we do not have here measurements of net income 
distribution. either personal or by functional groups. No ac­
count is taken of the deductions from gross returns necessary 
for the determination of net incomes. nor.is attention given 
to changes in amount of investment or in the numbers of 
income recipients in me several groups named. But as in­
dexes of movements over a fifteen-year period in certain 
broad divisions of gross income. in physical terms. the mea­
surements mrow light on important phases of economic' 
change. 

Among the mree major groups. farmers. mineral extrac­
tors and those engaged in manufacture. me last-mentioned 

11 See Economic Tendencies in the United States, pp. 505-15. for an explana. 
tion of the procedure employed in deriving these measurements. and for a 
fuller explanation of their significance. Because of revisions in the original 
sources the prescnt measurements differ in lOme respects &om those in 
Economic Tendencies. 
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scored the major gain. With a total output some 80 per cent 
greater than in 1914, their aggregate physical rewards more 
than doubled. Mineral producers gained only slightly less, 
while the aggregate gains of farmers approximated 10 per 
cent. Among manufacturing producers labor gained about 
70 per cent, in aggregate purchasing power; the residual 
share going to ownership and managefil$:nt advanced about 
135 per cent. 

These figures represent the resultants of mixed forces, in· 
distinguishably blended. In part they reflect cyclical dlanges 
in the real incomes of farmers, mineral producers, manufac­
turing labor, and owners and inve~tors._ in manufacturing 
enterprises. In part they define deep-seated and enduring 
shifts in the relative importance of these elements of the 
national economy. The expansion of manufacturing plant 
with the growing industrialization of the country would 
of itself lead to permanent alterations in the division of 
aggregate physical output among producing groups. Simi­
lar fundamental changes affected other groups. 

We should note the particularly striking gains of those 
engaged in manufacturing, whidl accompanied a notable 
increase in industrial productivity. The advance in output 
per worker between 1914 and 1929 was about 49 per cent; 
in the ten years 1919-29 it exceeded 40 per cent. Over the 
manufacturing field as a whole this striking illcrease in 
efficiency was not reflected in lower selling prices. The 
immediate benefits accrued to agents of fabrication-labor, 
management, ownership, and the service agencies whose 
compensation is included in the 'value added' by manufac­
ture. Some of the economic consequences of the increase in 
produdiVity and the division of the resulting gains during 
the post-War decade will concern us at a later point. after 
the record of the recession and the recovery has been sur· 
veyed. 
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THE WORLD 'PruCE STRUCTURE IN 1929 

The function performed within national boundaries by a 
domestic price structure is performed for the world economy 
by a world-wide system of related prices. The How of raw 
l11aterials from colonial to industrial areas, the reverse move­
ment of manufactured goods, the interchange of manufac­
tured goods among' industrial nations are all directed with 
refer,ence to price relations. More broadly, the productive 
activities of different economies are coordinated and capital 
movements and short-term lending are directed in terms of 
these same relations. Through this mechanism the elemeit.ts 
of production costs are in some degree controlled' and the 
various parts of the world economy are held in some sort 
of equilibrium. 

But the system of world prices is not a perfect agency for 
the coordination of international economic processes. In even 
greater degree than the domestic structure it is subject to the 
play of disturbing forces, which prevent the proper perform­
ance of the functions suggested. These disturbing forces were 
especially strong between 1914 and 1929; .as a result the 
world price system of 1929 differed from that of 1914 not 
only in internal structure but, as well, in its efficiency as a 
coordinating agent. 

The price structure of 1914 constituted a fairly satisfac­
tory instrument for the regulation of international economic' 
activities. The gold standard extended over the industrial 
world, and its operation held international price movements 
in reasonable balance. The general price advance of the 
twenty years preceding had affected different domestic price 
structures in much the same way. Differences in standards 
of living and in production costs prevailed. of course, and 
tariff barriers existed. In part. these differences were com­
pensated by corresponding differences in industrial produc-
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tlVlty; to the degree that this was not true there had been 
adaptation to them over the several decades of fairly undis­
turbed relations that had previously prevailed: After 1914, 
however, a number of forces were at work, tending to alter 
price relations and to affect the efficiency of the world price 
system. The factors and conditions of major importance to 
an understanding of the 1929 structure of world prices may 
be discussed under three general headings. 

ECONOMIC NON-INTERCOURSE AND THE WORLD PRICE 

STRUCTURE 

From 1914 to 1918 the War set barriers to free economic 
intercourse between important elements of the world econ­
omy. Even where no definite barriers were set up, the chan­
nels and the character of trade were so fundamentally altered 
by the exigencies of war as substantialIy to modify the 
economic relations of certain countries and, in effect, to iso­
late important elements of their economic life, so far as 
international competition was concerned. Severe currency 
disturbances, some of which persisted for seven or eight years 
after the Armistice, combined with the general disruption of 
the gold standard to prolong this period of non-intercourse, 
so that in all over a decade passed before the way was open 
to the resumption of earlier relations among important trad­
ing countries. During this period the usual checks to the 
continuance of divergent tendencies among different ele­
ments of the world economy were inoperative. The contin­
ual adjustments customarily made among economies closely 
bound by trade and financial ties were prevented, and ex­
treme divergencies persisted. The fulI force of these accumu­
lated results of non-intercourse was felt when trading rela­
tions were again established. The different elements of the 
world economy were no longer in gear, as parts of a working 
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world order. Economic disharmonies and inconsistencies 
abounded . 

. It would be far from accurate to say that all these dis­
harmonies originated in disparate price changes. For the 
origins of the unbalanced and discrepant conditions that 
appeared during the era of non-intercourse were to be found. 
in the main. in the general economic systems of the various 
nations. Trade was over-developed in one region. in relation 
to the needs of a reconstructed world order; population was 
excessive in another. in relation to the world situation that 
existed when trading relations were generally re-established; 
production costs in given industries might be entirely out ,of 
line with those of competitors. once the period of non-inter­
course was terminated. Yet. whether the price structure 
occupied a primary or secondary place with respect to the 
origins of these economic discrepancies. it is true that the in­
equalities. as direct obstacles to the resumption of trade 
relations. found expression most directly through the price 
system. 

Evidence of such faulty adj ustments is especially difficult 
to obtain. Trade between countries is not conducted on the 
basis of relations between price levels. as measured by the 
familiar index numbers of prices. Trade proceeds on the 
basis of innumerable specific relations among prices. wages 
and costs of production; these specific relations were broken 
or distorted during the disturbed years following 1914. In­
formation on these numerous individual relations is not 
generally available. and we are forced to lean heavily on the 
less pertinent index numbers. Some conclusions of value 
may be drawn from their study. Gold prices are used. since 
international relations are in question. 

In measuring the divergence of price levels in different 
countries between 1913 and 1929 we suffer from lack of 
perfect comparability of the available measurements. Index 
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numbers differ in respect of content and technical methods 
of construction. It is probable, however, that the general 
picture would not be materially changed if fully comparable 
index numbers were available. 

WHOLESALE PRICES IN GOLD, THIRTY COUNTRIES 

Australia 
India (Calcutta) 
Peru 
Japan 
Denmark 
canada 
NOrway 
Dutch East Indies 
New Zealand 
Bulgaria 
Netherlands 
Switzerland 
Sweden 
Indo-China 
Germany 
United. States 
Spain 
United Kingdom 
Italy 
France 
Argentina 
Belgium 
Greece 
Latvia 
Chile 
Estonia 
Union of South Africa 

INDEX. NUMBERS 

'9'J 192 9 
100 166 

1001 158 

100 156 

100 155 
100 150 

100 149 
100 '49 
100 148 

100 147 
1001 145 
100 14'1 

100 '4' 
100 '40 

100 'S9 
100 '57 
100 137 
100 ,,6 

100 IS6 

100 lSI 

100 127 
100 125 
1001 124 

100 121 

100 120 

100 ,,8 

100 "7 
100 ,,6 

Egypt (cairo) 1()01 ,,6 

Hungary 100 1 104 
Austria ,..J. 95 

SOUltCES: League of Nations. Statistical Year-BooA, Z9Jt1-19J5, pp. 
117-29: Handbook of Foreign Currency and Exchange. U. S. Depart­
ment of Commerce. Bureau of Foreign and Domestic Commerce. 
Trade Promotion Series No. 102. Washington. D. C .. 1950 
11914=100. 
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The differences among wholesale price levels, ranging 

from a fall of 7 per cent for Austria to a rise of 66 per cent 
for Australia, are fairly wide, though not excessive in terms 
of pre-War experience_ The single averages do not, of course, 
convey any accurate picture of the status of the various na­
tional price structures_ It was within and among the elements 
of these price structures-among production costs, wages, 
costs of capital equipment, and all the prices of individual 
commodities and services' entering into international trade­
that faulty adjustments prevailed, serving as barriers to free 
economic intercourse. 

DISPARITIES IN PRODUCTION COSTS 

In periods not marked by extreme disturbances in inter­
national economic relations production costs in different 
trading countries stand in certain rather definite relation­
ships. Through the play of competition import and export 
trade is adapted, in respect of content and price, to differing 
production costs in different countries. The elements of 
fabrication cost (i.e., wages, interest charges and other over­
head expenses, and the related factor of industrial produc­
tivity) do not ordinarily suffer violent change, so that trading 
relations based upon established conditions of cost are not 
subject to sudden alteration. In the post-War price structure, 
however, elements of cost, in different producing countries, . 
were widely diverse and their relations were quite different 
from those existing before the War. 

Differences in price levels would be expected to lead to 
differences of this sort, but many of the inequalities of cost 
actually prevailing could not be thus explained. For two 
countries may have identical gold price levels, with reference 
to a given base, but the internal relations among elements 
of their domestic price structure may be quite different, as a 
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result of recent inflationary or deflationary movements. De­
flation, with the characteristic lagging of wages and of all 
fixed charges, leaves production costs high, relatively to 
other elements in the price structure, while inflation, accom­
panied by the same lags, creates a price structure in which 
production costs are relatively low. Such cost differences 
were of particular importance after the stabilization efforts 
of the middle 'twenties, for the restoration of the gold stand­
ard offered wide opportunities for variation in the relation 
of old and new parities, and such variations were reflected 
in disparate cost conditions. 

Direct information concerning production costs is difficult 
if not impossible to obtain, for most industrial countries. We 
may get some evidence on this important point by comparing 
wholesale prices and living costs in certain countries. These 
two sets of index numbers are not directly comparable, for 
they are composed of quite different items, but the relations 
between them are significant. Living costs, a highly impor­
tant factor in determining the purchasing power of wages, 
are directly related to production costs. Where living costs 
are relatively high, the cost of labor tends to be high; the 
reverse is true where living costs are low, in relation to a 
standard prevailing in a base period not too far removed in 
time. As has been noted, living costs lag behind wholesale 
prices during periods of changing price levels. They tend, 
thus. to be relatively high after a deflationary movement of 
the price level and relatively low after an inflationary move­
ment. Index numbers of wholesale prices and living costs for 
seven important industrial countries are given in Table 3. 

We find a considerable range of difference among these 
seven countries. with respect to the ratio of living costs to 
wholesale prices. Czechoslovakia and France stood at the 
lower end of the scale, as countries with relatively low pro­
duction costs in 1929. in terms of this standard. while the 
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TABLE S 

WHOLESALE PRICES AND LIVING COSTS, '9'4-'929 

SEVEN INDUSTRIAL CotJNTRIES 

RATIOS OP COST 
OF LIVING INDEX TO 

J N D E X NUMBERS INDEX OP WHOLESALE 
WHOLESALE PRICES UVINGOOSTS PRICES, AS RELATIVES 

1914 19'9 1914 19'9 1914 19'9 
Czechoslovakia .00 . 9'5 .00 763 .00 84 
France .00 6'5 .00 556 .00 gO 
Japan '00 '75 .00 .8. '00 .03 
Germany .00' '37 .00' '54 .00' '\.2 
Italy .00' 48• .00 545 .00' 115 
United Kingdom .00 '56 .00 '64 '00 12. 
United States .00 '40 .00 '70 '00' '2' 

SOURCE: League of Nations. Statistical Ye4r-Book~ Z9Jj-z9J6, pp. 

'59-44· 
11915=100. 

2 Wholesale price index. 1915: living costs index. 1914. 

United States and the United Kingdom stood at the upper 
end. There is no clear division into inflationary and defla­
tionary countries here. The relations between wholesale 
prices and living costs were affected, of course, by the terms 
of stabilization, largely completed between- 1924 and 1926. 
as well as by the inflationary or deflationary experiences of 
the early years of the decade. Tentative and approximate as 
this ratio is. the range of 50 per cent between the two ex­
tremes may be taken to represent a real difference in produ,,­
tion costs. relatively to the 1914 situation." Higher efficiency 
might. of course. make possible the maintenance of higher 
living costs and living standards. without increasing produc­
tion costs. But variation in respect of productivity changes 
over these fifteen years could hardly be as great as the dif­
ferences indicated. 

II No alSumption is here made that produd.idn costs in these oountries were 
equal in 1914. The relations of 1914 were modified, in the degree indicated. 
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DISPARITIES BETWEEN PRICES OF RAW MATERIALS AND 

MANUFACI'URED GOODS 

In discussing the post-War price structure of the United 
States attention has been called to the disparity, world-wide 
in scope, between the prices of materials intended for in­
dustrial use and the prices of finished goods. Here and there, 
special conditions made it possible for c.ertain groups of raw 
material producers to exchange their goods on relatively 
favorable terms for manufactured products, but in general 
the post-War status of raw material producers the world 
over was distinctly less favorable than before the War. Al­
though the situation in this respect' was-somewhat better in 
1929 than in 1921, disparities persisted. Their effects were 
far reaching, influencing the major economic movements of 
the period and coloring the whole post-War epoch. 

The existence of this disparity has been noted by various 
observers, and the fact of its persistence beyond the period 
of the usual cyclical divergence of prices of raw and proc­
essed goods has been emphasized. One of its phases is 
rather strikingly revealed by tiJe measurements in Table 4. 
For each of twenty-one raw materials, as priced in various 
world markets, Table 4 defines changes in purchasing power 
for manufactured. goods in three important industrial coun­
tries. Thus a bushel of wheat, as quoted in the central world 
market at Liverpool, had in 1929 a purchasing power for 
manufactured goods in the United States 12 per cent below 
that of 1913. The worth of a bushel of wheat in Liverpool 
in terms of goods exported from the United Kingdom 
(mainly manufactured goods) was 16 per cent less in 1929 
than in 1913. The same commodity had a 1929 value in 
terms of manufactured goods in Germany 16 per cent less 
than in 1913. But the table tells its own story. In 1929 only 
coffee, tobacco and, for certain markets, tea, wool and lead, 
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T.ABLE 4 

CHANGES IN THE PER UNIT PURCHASING POWER OF IMPORTANT 
RAW MATERIALS, '9'S-'929 

PURCHASING POWER OF G[vEN COMMODITY FOR 

VARlOUS CLASSES OF GOODS 

FOR 
FOil MANU· FOR MANUFAC~ 

FAcrURED GOODS, EXPORTED GOODS, TURED COODS, 
l!NITI'.D SlATES UNITED KINGDOM GERMANY 

Wheat 
191J 1922 1929 191J 19U 1929 191J 1929 

England. Liverpool 100 88 88 100 76 B4 100 84 
Canada. Winnipeg 100 go 100 100 77 95 100 'g6 
U. S., Chicago 100 ~1 87 100 69 83 100 84 
AuStralia. Melbourne 100 91 87 100 77 83 100 84 

Rice 
France. Marseilles 100 69 66 100 59 63 100 63 
U. S .• New Orleans 100 75 66 100 64 63 100 64 

Sugar 
England, London 100 84 55 100 72 53 100 53 
U. S., New York 100 87 72 100 74 68 100 59 

CoDee 
Netherlands. Amsterdam 100 69 106 100 59 101 100 102 
U.S., New York 100 70 110 100 60 105 100 106 

Te. 
England. London 100 84 93 100 80 89 100 90 
Netherlands. Amsterdam 100 97 110 100 83 105 100 106 
U. 8., New York 100 79 85 100 67 81 100 8, 

Cocoa 
,England. London 100 48 51 100 4' 48 100 49 
Netherlands. Amsterdam 100 88 92 100 75 88 100 89 
U. S., New York 100 49 67 100 42 64 100 B4 

Tobacco 
Netherlands. Amsterdam 100 145 275 100 124 262 100 264 
U. S., Louisville 100 105 124 100 go 118 100 119 

Lard 
U. S., New York 100 68 72 100 58 59 100 59 

Nitrate 01 Soda 
U. S .• New York 100 66 58 100 57 55 100 56 
France. Dunkerque 100 77 6. 100 66 58 100 59 

Cotton 
England, Lnndon 100 101 97 100 87 93 100 94 
U. S., New Orleans 100 104 97 100 89 92 100 93 
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TABLE 4 (cont.) 

CHANGES IN THE PER UNIT PURCHASING POWER OF IMPORTANT 
RAW MATERIALS. '9'8-'9'9 

PURCHASING POWEll OF GIVEN COMMODITY FOR 

VARIOUS CLASSES OF GOODS 

Fa. 
FOR MANU- Fa. MANUFAC-

FAcrURED GOODS, EXPORTED GOODS, TURED GOODS, 
UNITED STATES UNITED KINGDOM GERMANY 

Wool ~9IJ '9"" 19~9 191J 19:J2 1929 191J 1929 
England, London ".0 12. 10. 100 105 97 100 98 
U. S., Boston 100 '4' ll6 100 ". llO 100 ll. 
Australia, Melbourne 100 9· 10' 100 79 97 100 98 

Silk 
U. S., New York 100 128 89 100 llO 85 100 86 
France. Lyon 100 "4 85 100 106 79 100 79 
Japan. Yokohama 100 155 9" 100 150 86 100 B7 

Hides, cattle 
England, London 100 66 65 100 56 6, 100 6. 
U.S .• Chicago 100 64 61 100 54 58 100 59 

Pig iTOn 
Germany, Essen 100 74 100 7

' 
100 7' 

England. London 100 9' 79 100 78 75 .00 76 
Copper 

England. London 100 54 75 100 46 6g '00 7" 
Germany. Berlin .00 78 .00 75 100 76 
U. S. .00 55 76 .00 47 75 100 75 

Lead 
England. London .00 76 54 .00 65 80 .00 81 
U. S .. New York 100 85 '0' 100 78 97 100 98 
Germany, Berlin .00 80 .00 76 100 77 
France, Paris 100 76 80 100 65 77 100 77 

Zinc 
England. London 100 77 7' 100 66 6g 100 6g 
U. S .. New York 100 68 77 100 58 74 100 74 
Germany. Hamburg 100 7' 100 68 100 6g 
France. Paris 100 76 7· 100 65 6g 100 7" 

Tin 
England. London 100 46 67 .00 4· 54 100 54 
U. S .• New York 100 47 66 100 4· 65 100 64 

Rubber 
England. London 100 .6 .8 .00 13 ., '00 18 
U. S., New York 100 '4 17 100 .. 16 100 .6 
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TABLE 4 (cont.) 

CHANGES IN THE PER UNIT PURCHASING POWER OF IMPORTANT 
RAW MATERIALS, '9'5-'929 

PURCHASING POWER. OF GIVEN COMMODITY FOR. 

VARIOUS CLASSES OF GOODS 

FOK 
FOR-MANU- .oK MAHUFAC-

FAC1'URED GOODS, 2XP01lTI:D coons, 'rtmm GOODS, 
UNITED SlATES UNITED KINGDOM GERMANY 

zgZ} 1922 .1929 .lg.1} .19:.12 .1929 .l9I J .192 9 
Newsprint 

Canada. Ottawa 100 105 80 100 88 78 .00 79 
Sweden 100 8g 78 100 76 74 .00 '75 

Woodpulf> 
Canada .00 81 B7 100 69 85 '00 B4 

SOURCE: The original price series are given in the Bulletin Me-mud" de l'Oflice 
Permanent. Institute International de Statistique. La Haye. The prices have 
been converted to a gold. basis. 

had real exchange values, in terms of the products of these 
three industrial countries, exceeding those of 1913. The real 
worth, per unit. of each of the other sixteen commodities fell 
below the 1913 level, far below for some commodities. 

If we pass from the records of individual commodity prices 
to index numbers purporting to measure' changes in the 
average prices of raw and of processed goods. we face diffi­
culties in securing adequate and unambiguous statistics. 
Satisfactory index numbers of the prices of raw and of proc­
essed goads are available for only a few countries. and even 
these are not designed to meet the purposes of the present 
inquiry. Thus the indexes of raw material prices usually in­
clude raw consumers' goods as well as raw producers' goods; 
a combination not altogether appropriate to this compar­
ison_ However. the records of the prices of raw and manu­
factured goods in various countrie~ are pertinent and require 
investigation, ('ven though some reservations must be made 
with respect to them. The comparison is shown in Table 5. 
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TABLE 5 

INDEX NUMBERS OF WHOLESALE PRICES OF RAW MATERIALS AND 
MANUFACTURED GOODS IN VARIOUS COUNTRIES, '9'S-'929 

COUNTRY AND COMMODITY GROUP I9zJ 1922 1929 
Belgium 

Raw materials lC>O' 834 
Finished products .00

' 9"5 
Canada 

Raw and semi-manufactured goods .00 '49 15S 
Fully and chiefly manufactured goods .00 '55 '44 

Denmark 
Raw and semi-manufactured goods 100 'SS 
Consumers' goods 100 lGg 

Germany 
Industrial raw materials and semi-manufactured' gOods 100 'S' 
Raw materials z 

, 
100 lS8 

Finished goods 100 157 
Italy 

Raw materials .00 464 
Semi-manufactured goods 100 45" 
Finished goods 100 5

'
4 

Sweden 
Raw materials .00 '47 135 
Semi·manufactured goods .00 155 '4' 
Finished products 100 196 '42 

United States 
Raw materials 100 ·SS '4' 
Manufictured • goods 100 '55 '52 

SOURCES: The original index numbers appear in Memorandum on Production 
and Trodel 1923 to I928129~ League of Nations. 1930, p. 64. and Review 01 
World Production, Z9JI, League of Nations, 1932, p. lOS. . 
1';9'4=100. 
z Producers' goods only; consumers' goods are omitted. 

The records of' Canada, Sweden and the United States for 
the period 1922-29 indicate a progressive cheapening of man­
ufactured goods, in relation to raw materials. The manu­
facturing margin was narrowed in the 'twenties. But in each 
of· these countries, 1922 was marked by a manufacturing 
margin exceeding that of pre-War years. The degree of ex-
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cess ranged from the.Canadian figure of some 4 per cent to 
the Swedish figure of apprOltimately 33 per cent. Subsequent 
events reduced this excess and; for Canada, carried the mar­
gin to a point lower than that of 1913. But in all the other 
countries listed the relative price differential, out of which 
the costs of fabr\cati?n are met, was greater in 1929 than in 
1913. 

The margins here indicated are of necessity measured 
roughly. The indexes of raw material prices include in at 
least four instances goods ready for consumption, such as 
fruits, vegetables, and coal. Yet only products used as'raw 
materials in processing may be compared in price with m,!n­
ufactured commodities, if the margin available for.payment 
to agents of fabrication is in question. It is probable that the 
margins indicated understate the true differentials, if the 
situation in the United States be taken as representative. For 
here, while all raw materials in 1929 were 41 per cent higher 
in price than in 1913, raw materials used in production were 
on! y 31 per cent higher. 

A variety of forces combined, then, to create a world 
price structure in 1929 quite different from that of 1913. 
Many of the articulations of pre-War days, articulations 
which were never perfect but which made it poSSIble for in­
ternational economic intercourse to proceed in a reasonably 
efficient manner, were broken. The pre-War equilibrium of 
the world economic structure, which was maintained through 
price relations of fairly long standing, was seriously disturbed, 
though the maguitude of this disturbance was partly con'.. 
cealed by certain necessarily temporary developments of the 
first post-War decade. 

We have noted three outstandip.g characteristics of world 
prices, as they affected international economic relations. 

A definite price schism existed between raw material produc-
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ing and industrial areas. This schism wa$ in part international, 
in part domestic. On the international side it served to divide 
the countries of the world into two broad groups, comprehend. 
ing colonial or raw material producing areas on the one hand, 
industrial areas on the other. 

Industrial countries differed considerably with respect to the 
level of production costs. Countries that had passed .through pe­
riods of inflation, and that had restored the gold standard on 
such terms that dom~stic prices and costs were low, in relation to 
foreign currencies, constituted one general class. Czechoslovakia 
and France exemplify this group. The domestic price and cost 
'structures of other industrial countries, the chief of which were 
the United Kingdom and the United States, were built upon 
values relatively high, with reference- to the general post-War 
level of gold prices. But' there was no sharp line of division in 
this respect, for many factors affected costs. Thus costs were 
relatively high in Italy, after stabilization, which was effected at 
a level above those at which other countries passing through 
post-War inflation had stabilized. 

As a result of the accumulated differences of the period of 
international non-intercourse or of definitely restricted inter­
course which began in 1914 and which extended, for some coun­
tries, wen into the first post-War decade, numerous other dis­
parities existed among national price structures. Chief of these 
were the differences in the levels of gold prices prevailing after 
the general restoration of the gold standard in the middle 'twen­
ties. These general differences translated themselves into a very 
large number of concrete disparities among the elements of the 
various national price structures, and economic relations among 
nations were correspondingly impeded. Many such detailed dis­
parities had arisen as a result of more specific causes, operating 
during the years of non-intercourse, or of restricted intercourse. 
The coordination of elements of the world price structure usu­
any effected from day to day and month to month when trade 
relations are free had been prevented for many years. When free 
relations were restored, in whole or in part, with the monetary 
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adjustments of the middle 'twenties, the elements of national 
price structures were out of gear_ Costs, buying and selling prices, 
the prices of different categories of goods-all the elements that 
are usually adapted one to another through the play of trade 
competition-required readjustment on an international scale_ 
The forced draughts that maintained international trade from 
Ig25 to Ig2g did not effect lasting readjustments, so we come to 
Ig2g with great discrepancies of this sort still existing_ A going 
world economy had not been reconstituted by that date_ 

·DISPARITIES IN POST-WAR PRICE RELATIONS 

The world price structure, as it existed in 1929, was marked 
by disparate national price levels, disparate production costs, 
and by a world-wide disparity between the prices of the raw 
materials of industry and finished industrial products_ The 
pre-recession history of the domestic price structure of the 
United States was characterized, similarly, by extensive 
changes in the relations among different elements cif the price 
system, changes especially pronounced in the relations be­
tween raw and processed goods_ These various shifts in price 
relations worked in their several spheres to alter the terms 
on which goods and services might be exchanged, interna­
tionally and domestically_ Some of the alterations were suf­
ficiently great to serve as effective barriers to the movement 
of goods_ In other instances exchanges were still made, but 
the relative positions of the trading groups concerned were 
radically different from those that had prevailed earlier_ The 
distribution of purchasing power, domestically and interna­
tionally, had been substantially altered_ 

Such alterations in the distribution of purchasing power 
are usual accompaniments of eCGllomic change_ During the 
course of any decade in economic history buying power is 
shifted from group to group_ The world's total output of eco-
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nomic goods is never divided in exactly the same proportions 
from one year to· the next. What is notable. however. is that 
the shifts here in question had not been accompanied by 
corresponding changes in the techniques or costs of produc­
tion. and that standards of living had not been adapted in 
any permanent sense to the purchasing power changes. Cer­
tain of the shifts in purchasing power were due to the play 
of non-economic factors (i.e .• to post-War political conditions 
and relations); in others they were due to faults in the 
mechanism of exchange; in still others they were due to alter­
ations in international economic relations to which adapta­
tion had not yet been effected. The pre-War economic rela­
tions of the nations of the world. had oeen permanently 
altered. in important respects. Certain conditions. which in 
retrospect we now know to have been temporary. prevented 
for a time a realization of the full effects of these economic 
difficulties. but the faults persisted. 

One aspect of these world-wide disparities has special rele­
vance to the economic situation in the United States. Between 
1919 and 1921 a gap. world-wide in scope. was opened be­
tween the prices of raw materials and processed goods. In 
magnitude. duration and scope. this gap was without counter­
part in recent economic history. Cyclical recessions and de­
pressions have always brought some such price inequalities. 
But no previous recession of which we have record opened 
up a gap of such magnitude. which affected so many com­
modities. over such a wide geographical range. and which 
persisted for so many years after the original difficulties de­
veloped. 

For highly industrialized countries and raw material pro­
ducing countries the gap thus opened was an external schism. 
a break· that tended to separate the whole economy from 
other (complementary) economic systems. The impact of the 
break. in respect of purchasing power or employment. would 
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not necessarily be precisely the same upon all economic 
groups, but in general the whole economy would be affected 
in somewhat the same way_ Thus in a typical raw material 
producing area such as the Dutch East Indies, persistent eco­
nomic difficulties with generally reduced purchasing power 
would be expected among most elements of the economy, 
whether engaged directly in the output of raw materials or 
not_ A typical industri,d area such as the United Kingdom 
would feel the effects of low material costs, low purchasing 
power of important foreign markets and a depressed state of 
business accompanied by extensive unemployment_ ~It is 
true that protected trades and protected labor forces did not 
suffer, in the United Kingdom, as severely as did competifive 
trades producing directly for foreign markets_ These differ­
ences were in part attributable to rigidities within the British 
national economy_) 

Of a different order would be the effects of such a schism 
on an economy that included both highly industrialized and 
raw material producing areas, neither type being dominant_ 
A more pronounced internal cleavage would here result, 
with a clear conflict of interests and of economic fortunes 
within the economy. Raw material producers suffering from 
low prices of their products would find their aggregate pur­
chasing power seriously impaired, unless price deficiencies 
were compensated by heavy output or, temporarily, by bor­
rowing. Industrial producers would find themselves in.a 
favorable price position, being able to buy materials at rela­
tively low prices and to sell manufactured goods at high 
prices. Concrete results of this advantage might not be real­
ized if the purchasing power of consumers at large were 
seriously reduced because of the plight of those drawing their 
incomes from the sale of raw materials_ If, however, the re­
duced purchasing power of primary producers were offset 
by enhanced purchasing power 0·£ other consumers, or by the 
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acquisition of new markets, the state of industrial producers 
might be 'very happy. In this case the contrast of economic 
fortunes within the economy might be very pronounced 
indeed. . 

To some extent this internal schism affected a number of 
national economies, for no countries of economic importance 
are exclusively industrial or exclusively devoted to the pro­
duction of raw materials. But the schism was present in most 
pronounced form in the United States, where highly indus­
trialized areas co-exist with extensive regions devoted ex~ 
elusively to the output of raw materials. In the economy of 
the United States, therefore, we find the clearest example of 
a cleavage sharply separating two major-· economic groups. 
The economic history of the entire post-War decade in the 
United States is deeply affected by it, and many of the dis­
tinctive characteristics of. the period of expansion and of the 
subsequent depression are attributable to the divergence of 
the fortunes of the two groups thus distinguished. 

The development of this situation in the United States 
between 1919 and 1921's altered sharply the internal dis­
tribution of purchasing power and the conditions under 
which the national economy functioned. The persistence of 
the situation and the concurrent development of a high state 
of industrial prosperity present one of the most striking 
paradoxes of economic history. And the aggravation of the 
situation during the recession of 1929 raised economic issues 
of great complexity in the succeeding years. 

Aspects of this cleavage, in the aggravated form that de­
veloped with the recession, will engage us in later pages. We 
here summarize certain of its pre-recession aspects. 

Raw material producers in the United States faced the same 

a8 See Economic Tendencies, Cbs. VII, VIII. IX. for a discussion of con­
ditions giving rise to this situation. 
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three alternatives that confronted such producers in the world 
at large: they could expand production in the attempt to offset 
the effects of the plice loss; they could maintain purchasing 
power by borrowing; they could suffer a reduction in their 
standard of living_ Their actual fortunes during this period re­
lIected elements of all three alternatives_ A pressure to expand. 
or at least to maintain. output kept the supply of raw materials 
at a high level and served to. impede what might have been a 
normal tendency towards .price readjustment_ (Inelasticity of de­
mand for many of the products in question accentuated this 
difficulty _) Heavy borrowing. both in the form of mortgage in­
debtedness and of installment buying. supported their inade­
quate purchasing power_ But these devices failed to offset the 
unfavorable marketing situation. and raw material producers' as 
a class suffered a substantial loss of purchasing power with a 
corresponding decline in their standards of living. relative to 
pre-War standards and to the fortunes of other economic groups. 

In the face of the reduced purchasing power of raw material 
producers. both domestic and foreign. industrial producers we,re 
confronted by the possibility of a considerable reduction in the 
volume of their sales. with resulting unemployment and scant 
profits. unless the deficiency of buying power on the part of 
. material producers. due to the price schism. could be offset by 
gains elsewhere. In large degree it was offset. giving rise to the 
paradoxical situation noted-industrial prosperity co-existing 
with low purchasing power and. in some degree. real distress 
among raw material producers as a class. Various factors con­
tributed to the persistence of this situation in the United States. 
These included. in brief: 

The gaining of new foreign markets. as a result of the 
War and post-War disturbance. 

Heavy lending to foreign buyers. on both long and short 
term. 

The temporary offsetting of part of the reduced purchas­
ing power of raw material producers at home through bor­
rowing and installment buying .. 
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The swelling of the purchasing power of industrial pro­
ducers as a result of their advantageous economic position. 

A general increase in the purchasing power of consumers 
through the rapid development of instaIlment buying. 

The enhancement of purchasing power throughout the 
nation through speculative profits, reaped from real estate 
and security speculation. 

Increasing industrial productivity, which made possible 
large profits and high wages without further advance in'seIl­
ing prices. 

Obviously, many of the elements that made possible the simul­
taneous continuance of industrial prosperiry and of subnormal 
purchasing power and living standards ou"' the part of some 
groups of raw material producers were necessarily temporary. 
Some of the new elemen ts of purchasing power through which 
industrial sales were maintained were clearly of a non.recurring 
nature, and plant expansion based upon these was doomed to 
ce~tain difficulty. Yet so long as these conditions made it possible 

, for industrial production and sales to be kept at high levels, 
industrial prosperity, high wages and high profits might co-exist 
with economic distress among some primary producers. As we 
have seen, the degree of divergence between the economic for­
tunes of these two great groups within the economy of the 
United States had been substantiaIly reduced by 1929, but ele­
ments of the fundamental cleavage stiIl existed. 

Highly important, as a condition concurrent with the widen­
ing of the fabricational margin in the early post-War years, was 
a notable increase in industrial productivity. In manufacturing 
industries the gain in output per wage earner exceeded 40 per 
cent from 19'9 to 1929. The striking feature of this situation, as 
we have seen, was that the benefits of higher productivity during 
this decade were reaped largely by agents of fabrication. The 
rewards of primary producers remained relatively low, and 
prices to buyers of finished goods remained relatively high. We 
shaIl return, in the final chapter, to a further consideration and 
interpretation of this situation and its economic consequences. 



CHAPTER III 

PRICE MOVEMENTS AND RELATED ECONOMIC 

CHANGES DURING RECESSION AND DEPRESSION 

THE price decline precipitated in 1929 was of major propor­
tions, world-wide in scope, and affected directly or indirectly 
virtually every element of the economic system. The funda­
mental relations between primary producers, manufacturers 
and distributors and final consumers which have concerned 
us in the preceding pages were profoundly altered, and these 
changes were reflected widely in the physical operations of 
production and exchange and in the living standards of dif­
ferent producing groups. In defining certain of these changes. 
and in tracing their consequences, we deal first with groups 
engaged in the extraction and production of raw materials. 

PRIMARY PRODUCTS IN THE PRICE RECESSION 

As a background for the survey of the recession we have 
traced some of the changes occurring in earlier years. The 
steady pre-War improvement in the status of primary pro­
ducers was followed by a brief period of exceptional proS­
perity during the War. The recession of 1920-21 brought 
heavy losses to these producers, in both unit prices and 
aggregate rewards. The situation in the United States, in this 
respect, was but a phase of a world-wide schism between the 
prices of raw materials and manufactured goods. Between 
1922 and 1929 there was definite and steady improvement in 
the position of raw material producers. On a per unit basis 

95 
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some price disadvantage persisted, but there is evidence that 
substantial reductions in unit costs of production were ef­
fectell in extractive industries generally and in non-ferrous 
metals particularly. Where such reductions occurred pros­
perity could exist without full restoration of an earlier price 
parity with commodities in general. For agricultural. pro­
ducers in the United States pre-War parity with non-agricul­
tural prices was barely attained by 1929. Indeed, if farm 
prices be compared with the prices paid by farmers, at retail, 
some disparity still existed in 1929. 

The price record of the recession is familiar. Raw materials 
. dropped precipitately; manufactured goods, customarily slug-

All commodities 
Raw materials 
Manufactured goods I: 

WHOLESALE PRICES 
luly Feb"""" 

1929 1 I9JJ 
100 61 

100 51 

100 6g 

PERVNIT 
PUR.CHASINC POWER 

(July '929='00) 
Feb"",ry '9JJ 

100 

S. 
111 

1 July 1919 is taken as the base, since that month marked the high point of 
. general prices immediately before the recession. For some purposes it might 

be desirable to use a broader base, covering the prosperity phase of the cycli­
cal swing preceding the 1929 recession. Thao the present comparisom would 
be modified only slightly by such a shift is indicated by the following com­
parison of the standing of index numbers of wholesale prices at the two 
periods. The classification, which is that of tbe U. S. Bureau of Labor 
Statistics, is three-fold rather than two-fold as in the text. but the relative 
price movements among raw and processed goods are clearly shown. 

All a>mmodities 
R.aw materials 
Semi-manufactured products 
Finilbed products 

October z928-
July '929 July '929 

100.0 100.7 

100.0 101.6 

100.0 99 .• 

100.0 1004 

Ii This index. of the average prices of manufactured products is based upon 
the quoted prices on standard goods. As will appear in a later section. the 
average prices actually realized by the manufacturer showed a greater de­
cline from 1929 to 19!55. A shifting to goods of lower quality and some 
under-cutting of quoted prices during the worst months of the depression 
were facton in this divergence of quoted and realized prices. 
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gish in their response to a downward pressure of values, 
lagged behind. The degree of difference is indicated by the 
index numbers on page 96. In wholesale markets raw mate· 
rials declined approximately one·half in forty-three months. 
Since this decline exceeded materially the drop in general 
prices at wholesale, it meant a substantial loss in real per 
unit values, that is, values in exchange for commodities in 
general in wholesale markets. On the average, each unit of 
raw materials lost approximately 18 per cent in 'purchasing 
power', as thus defined; the corresponding gain in per unit 
purchasing power of manufactured goods was 11 per cent.' 

That the weight of price recession should fall more heavily 
on producers of raw materials than on fabricators is to· be 
expected, in the light of the preceding discussion of the na­
ture of the price problems faced by these two producing 

1 For tonvenience. in discussing price disparities. it is desirable to trace 
changes in purchasing power as well as changes in current prices. A com­
modity that rises in price less rapidly than the general average during a 
period of rising prices or falls more rapidly during a period of declining 
prices loses in purchasing power, per unit. Unless the loss is compensated by 
increases in the number of units sold. producen of that commodity will 
suffer a 1055 of aggregate' purchasing power. The re~rse is true of a com­
modity that rises .in price more rapidly than the general average during a 
period of price advance or falls in price less rapidly during a period of price 
decline. It is thIough such changes in aggregate purchasing power that the 
economic center of graVity shifts from time to time, as economic power passes 
from group to group. Per unit purchasing power is, of course, just one 
element of the aggregate: changes in volume of output or sales may play 
an important part in the shifts of economic power; various cost factors enter. 
when the purchasing power of net income is in question. But during periods 
of rapid price movement. changes in the price factor may dominate. changes 
in both net and gross income. and in the purchasing power of such income. 

In the present account we shall in general define per unit purchasing 
power in terms of the broad list of commodities that enter into the general 
index of wholesale prices. That is, the index of price changes for a given 
commodity group will be divided by the.. index of change during the same 
period in the level of wholesale prices. In certain instances (notably in this 
chapter) purchasing power is measured. whh reference to other standards. 
but when this is done the standards of reference are specifically noted. 
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groups. In 1929 the general sensitiveness of raw material 
prices to the forces of recession was enhanced by certain ex· 
ceptional conditions growing out of War and post-War de· 
velopments. A clue to the price behavior of· goods of these 
two types during the recession is found in the record of 
production changes. Annual index numbers of correspond· 

VOLUME OF PRODUCfION 
1929 1930 z9Jz .1932 

Raw materials 100 97 97 88 
Manufactured goods .00 85 75 6. 

AVERACE WHOLESALE PRICES 
1929 1930 I9JI 1932 

.00 B7 6g 57 

.00 93 8. 74 

ing price and production movements in the United States 
reveal a clear inverse relationship. Sharply reduced output 
and relatively well-maintained prices-characterized manufac­
tured goods over this period of recession. Maintained pro­
duction and severe price decline marked the behavior of raw 
materials. The pronounced difference in the two records goes 
back, of course, to the conditions of production and the 
character of competition prevailing among producers of the 
two types. Control over output and ready adaptability to 
changed conditions of demand' are found, in general, in 
manufacturing industries, while the reverse is true of extrac· 
tive industries. The differing price records reflect these con· 
ditions, as well as the influence of special price-determining 
forces. 

The declines in prices and in purchasing power were by 
no means equal, among the various classes of raw materials. 
The nature of the changes in four major commodity groups 
is shown by the index numbers below. Agricultural pro-

PER. UNIT 
WHOLESALE PRICES PURCHASING POWER 

July February (lUiZ~OO) 
RAW PRODUCTS .192 9 z9JJ Fe ry 19JJ 

Crops .00 40 65 
Animal .00 59 65 
Forest • 00 65 ... 
Mineral 100 73 118 
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ducers suffered most severely; raw crops and animal products 
lost no le~ than 35 per cent in per unit purchasing power. 
Raw forest products, which suffered a price decline about 
equal to that of general prices, lost nothing in purchasing 
power. Raw mineral products gained 18 per cent in per unit 
worth. In the United States the critical problem of price 
disparity, as between raw materials and manufactured goods, 
centered in agricultural.products. 

These price changes accompanied and reflected important 
changes in the conditions of supply, as well as of demand. To 
facilitate comparison of certain of these movements we bHng 
together below annual data relating to production and pr~ce 

VOLUME OF PRODUcnON AVERAGE WHOLESALE PRICES 
IlAW PR.ODUcrs 1929 ~9JO I9JI I9J2 1929 1930 z931 1932 

Mineral 100 89 75 6, 100 93 81 78 
Forest 100 8, 57 38 100 go 78 66 
AgricullUrai 100 100 106 99 100 85 54 48 

changes during the years of rece~ion. We find here a general 
inverse relationship between movements of prices and of 
output. The most severe price declines occurred among agri­
cultural products, the production of which" was maintained 
close to the pre-rece~ion level. The effects on the market 
of this maintenance of production were aggravated by a sharp 
decline in agricultural exports. For the crop year 1932-33 
such exports were some 27 per cent smaller in quantity than 
in 1928-29. Mineral products, the output of which was more 
severely reduced, experienced a smaller price decline; forest 
products suffered heavily in both output and price.> 

Z Just as the index: numben relating to all raw materials conceal the impor­
tant differences revealed by the three sets of group measurements given 
above. so each of these hides divergent movements among its subordinate 
elements. Among raw mineral products the _output of fuels was relatively 
wen maintainod. while the production of metals droppod to • very low 
level. Among fo .... t products the drop in output of pulpwood, tnrpentio .. 
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PRICES AND PURCHASING POWER OF FARM PRODUcrs 

Agriculture calis for chief attention. in a detailed survey 
of the price schism opened by the recession. The difficulties 
of agricultural producers during this period have been no­
torious. The accompanying index numbers define their rela­
tive position at the low point of the depression. While 

WHOLESALE PRICES 
1141, Febrwry 

Z9!l9 1 19JJ 
All commodities 100 6. 

Products of American farms. raw 100 40 
All other products, raw and 

processed (including proc-
essed products of American 
farms) 100 

Products of American farms, raw 
Producers' goods 100 

Consumen' goods 100 

68 

57 
47 

PER UNIT 
PURCHASING POWER 

(Jul, 19'9=100) 
February z9JJ 

100 

110 

59 
76 

1 The we of a broader pre-recession base would lower somewhat the index 
numbers of farm. prices for the period. of depression. In July 1929 the index 
number of farm prices was some 3 per cent above the average for the pre­
ceding ten months, while the index of wholesale prices for all commodities 
other than farm. products and foods was one-half of one per cent below the 
average for thai period. 

general commodities at wholesale were declining 38 per cent 
the wholesale prices of raw American farm products were 
dropping 60 per cent. with a loss of no less than 36 per cent 
in per unit purchasing power in wholesale markets.· If we 

and rosin was much less severe than in lumber. Among agricultural prod­
ucts no striking differences appear. over the period 1929""11 as a whole. 
Perhaps most significant is the increased output of fruits and vegetables. 
The several production index. numbers for the subordinate groups are given 
in Appendix VII. 

I The price and purchasing power changes here measured are those taking 
place between July '909 and February 1953. the dat .. of the high and low 
points of general wholesale prices. If interest attaches to changes in the 
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lump together all other products (including farm products 
in processed form) we find a drop of but 32 per cent in 
average price. a gain of 10 per cent in average per unit 
purchasing power. at wholesale. 

The records of average price change for farm crops and 
animal products. in raw state, show no differences. If, how· 
ever. we distinguish farm products ready for consumption in 
raw state (garden truck. milk. potatoes. eggs. etc.) from those 
subject to processing before use. we find a considerable dif· 
ference in price behavior. While raw consumers' goods. 
among fann products. lost 24 per cent in average per unit 
purchasing power, raw producers' goods lost 41 per cent. We 
find here an example of a common rule. that price vicissi· 
tudes, both falling and rising, are greater among producers' 
than among consumers' goods. 

A comparison of the situation at the depression low with 
that of pre-War days is possible by means of the following 
index numbers.' The results of price decline during the first 

PER UNIT PUIlCHASING POWER, AT WHOLESALE 

IgZ] 
Products of American farms, raw 100 

All other products 100 

Crops, rawl 
Animal products. raw 1 

Products of American farms, raw 

100 

100 

Z92:J 

91 

101 

91 

8g 

July February 
'9'9 '9JJ 

101 66 
100 

10' 

98 

110 

66 
61 

Producers· goods 100 88 99 59 
,Consumers' goods 100 105 111 85 

1 These index numbers include all raw aops and raw animal products, of 
American and foreign origin. The index numben in the preceding table 
included only products of American lanna. . 

(Footnote I concluded) 
actual purchasing power of farmers these are not the most significant dates. 
for account should be taken of the seasonal marketings of farmers. Changes 
in the aggregate purchasing power of different economic groups during the 
recession are discussed in later sections. 
'The price indexes from which these measurements of purchasing power 
changes are derived axe given in Appendices III and IV. 
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post-War recession, which by 1921 had carried raw American 
farm products 18 per cent below their pre-War ,exchange 
parity with other commodities and which left them in 1922 
with an 8 per cent disparity, were slowly corrected. By July 
1929 the position of raw farm products'in wholesale markets 
was approximately the same as in 1913. In the precipitate 
drop that followed, their per unit worth in terms of com­
modities in general, at wholesale, fell to a level 34 per cent 
below that of the pre-War base period. Other commodities 
(a much more heavily weighted group, of course) showed 
an increase of 10 per cent, in per unit purchasing power.' 

II Agricultural economists usually compare post-War prices with average 
prices prevailirig during the five years. August 19o9-Ju1y 1914. This broader 
base is taken as more representative of pre-War cxmditions than any single 
year could be. For general comparative purposes the situation in 1915 is 
used in this study as representative of pre-War conditions. but it is desirable 
that the degree of difference between figures on the two bases be Doted. 
Changes in purchasing power, per unit, between 1910-14 and selected later 
dates are shown in the following table. The figures are derived hom indexes 
of wholesale prices. (The base is the average of the five calendar years. 
1910-14. inclusive.) The general relatioll5 shown in this table between raw 
products of American farms and all other products are much the same as 
those found when the 1915 base is used. The use of the wider base changes 
the relative positions of crops and animal products. and lowen somewhat 
the post-War figures for raw farm products ready for consumption. 

PER UNIT PURCHASING POWEll, AT WHOLESAl.E 
1910- lui, FebnuJry 
1914 19:a:a 19:a9 19J:a 19:a9 '9JJ 

Products of AmeriaD fanus, raw 100 87 96 68 97 lit 
All other products 100 105 101 log 100 III 

Crops. raw· 100 84 94 6. 95 61 

Animal products. raw· 100 91 99 7' 100 64 
Products of American farms. raw 

Pl'Oduten' goods 100 84 go 59 94 56 
Consumers' goods 100 97 106 91 104 79 

• The index numben of prices of crops and animal products include the 
prices of a few im(K)rted agricultural products. 
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PRICES AT THE FAIlM AND PRICES PAID BY FAIlMERS 

If we take account not of buying and selling prices at 
wholesale but of prices received at the farm for goods sold 
and of prices actually paid by farmers for goods they buy 
we secure a somewhat different picture. These index num­
bers • show that the actual buying and selling position of the 
farmer was materially worse in February 1933 than is indi­
cated by the wholesale prices of raw farm products and other 
products. In forty-three months the actual worth of a unit of 
farm products, in terms of the goods the farmer needs' for 
production and family maintenance, was reduced 43 per 
cent. 

Commodities sold: average prices at farm 
Commodities bought: average prices paid by fannen 
Commodities sold: average purchasing power per unit 

Jul, 
1929 

.00 

.00 

.00 

Fe"",,,ry 
'933 

37 
66 
57 

The degree of loss in per unit purchasing power varied, of 
course, from group to group of fa~ products. For grains the 
loss from July 1929 to February 1933 was (,7 per cent, for 
cotton 54 per cent, for meat animals 52 per cent. The average 
per unit worth of poultry products declined 39 per cent, that 
of fruits 36 per cent, that of dairy products 26 per cent, and 
that of truck crops only 10 per cent! It is noteworthy that 

II Computed by the U. S. Bureau of Agricultural Eoonomics. Detailed figures 
are given "in Table 24. The measure of purchasing power is derived by 
dividing tbe index of prices received by farmers by the index of prices paid 
by farmers for goods used in production and family maintenance. 
r Purchasing power is measured with reference to the commodities farmers 
buy. at retail. The general qualification previously noted. relating to the 
Significance of purchasing power figures for specific months, applies here 
also. February is not a month of heavy marketing by farmers. A longer 
period, such as the crop or calendar year, should be used if changes in 
aggregate purchasing power are to be accurately measured. Aggregate pur­
chasing power of farmrrl is discussed in a later section. 
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the three groups of products suffering losses greater than the 
average-namely grains, cotton and cottonseed, and meat ani­
mals-are the great staples for which prices are set in national 
or world markets. Poultry products, fruits and vegetables 
and dairy products, the three groups in .which losses were less 
than average, contain a large proportion of consumers' goods 
that are less sensitive to the play of world economic forces. 
But in all groups except truck crops the losses in per unit 
purchasing power during the depression were substantial. 
For important single products the losses were even greater 
than those here shown. 

Here, again, we should survey these changes with refer­
ence to a more distant base. Where did farm products stand, 
in per unit purchasing power, prior to the rece.ssion and at 
the low point of the depression in 1933, when the base of 
comparison is a period antedating the War? The accompany­
ing measurements answer this question. The recovery from 

lu/y FebnuJry 
Z929 I9JJ 

Commodities sold: average prices at farm 100 146 54 
Commodities bought: average prices paid by farmers 100 151 100 

Commodities sold: average purchasing power per unit 100 97 54 

the depths of the first post-War depression and the changes 
of the 'twenties did not restore the relations that had pre­
vailed in 1913 between the prices of things farmers sell and 
the prices of things they buy. The per unit purchasing power 
of farm products was 3 per cent less in July 1929 than in 
1913. (This does not necessarily mean that farmers were 
worse off in 1929 than in 1913, for no account is here taken 
of costs of agriculturaJ. production, or of relative changes in 
the qualities of goods bought and sold. If we could allow 
for the known reduction of production costs and for im­
provement in the quality of agricultural implements, the 
position of the farmer would be somewhat better than is in-
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dicated by the figures given.) The ensuing decline, which 
carried farm prices down far more' rapidly than average 
prices, reduced the average per unit purchasing power of 
farm products to just about half of what it had been in 19111. 
Whether we take the pre-War or the 1929 situation as the 
standard of reference, the economic condition of the farmer 
in the early months of 1933 was bad.· 

The major subgroups .of farm products stood in February 
19311 in the same relative positions, with reference to the 
pre-War base, as in the comparison based on 1929 parity. 
The two great international staples, grains and cotton; de­
clined most severely from the 1913 level, while commodities 
produced primarily for the domestic market resisted the price 
decline more successfully. Although the range of variation 
was considerable, the loss was substantial for all groups. In 
per unit purchasing power grains lost no less than 63 per cent 
between 19111 and February 1933, cotton lost 55 per cent, 
while dairy products dropped only 110 per cent. 

AGGREGATE PURCHASING POWER OF PRIMARY PRODUCERS 

The aggregate purchasing power of the various classes of 
raw material producers reflected the changes wrought by the 
depression in their average selling prices and aggregate pro­
duction. These two factors, together with the average price 
of goods purchased by each group, determine the volume of 
goods it receives. The gross purchasing power of a group 

• The picture is unchanged in its essentials if we use as the base of this 
cnmparison the period August 19O!rJuly 1914. as is commonly done by 
agricultural economists. Following are the index numbers: 

Commodities sold: average prices at farm. 
Commodities bought: average prices paid by farmers 

A.ugwl 
190'J- Ju1, FebNJJJ? 

Ju1, '9'4 '9'9 19JJ 
100 '41 55 
100 155 101 



106 PRICES IN RECESSION AND RECOVERY 

(which is not to be confused with net income) cannot be 
measured exactly. largely because adequate records of average 
buying prices are not available. but the major changes in 
gross returns may be approximated. For the principal com­
parisons we assume that the prices of goods purchased by 
each group fluctuated in the same degree as general prices 
at wholesale-an assumption only roughly in accord with the 
facts. Where more exact records of changes in buying prices 
are available. supplementary use is made of them. 

In the preceding chapter we noted the general movements 
of group purchasing power during the fifteen years. 1914-29. 
Declining per unit purchasing power of farm products re­
duced the relative share of the toW volume of goods pro­
duced going to farmers. A volume of physical output some 
11 per cent greater in 1929 than in 1914 brought an aggre­
gate physical return. in goods received. approximately 10 per 
cent greater.' Producers of forest products made a slightly 
greater gain in aggregate purchasing power. measured at 
wholesale. since their per unit purchasing power rose some 
25 per cent while the number of units produced dropped 
only 6 per cent. Producers of raw mineral products approxi· 
mately doubled their purchasing power. gaining both from 
increased output and advancing per unit worth of their 
goods. 

Against this background we set the changes of the depres· 
sion years. Three years of recession brought a decline of 
approximately 57 per cent in the aggregate gross income of 
all primary producers (as measured by the aggregate value 
of their product). The volume of physical goods for which 

• For a discussion of the derivation of these and certain other measure­
ments given in this section the reader is referred to Economic Tendencies 
in ·the United Stdtes~ Cbs. VII and IX. The measures here cited. which are 
based upon revised figures. differ somewhat from those in Economic Tenden­
cies. 
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AGGREGATE 

VALUE OF 
PRODUcr,19!12 
(19'9='00) 

(.) 

All primary producers 45 
Produc:en of 

Raw farm products 45 
llaw mineral products 42 
Raw forest products 25 

AGGREGA.TE COMMAND OVER GOODS, AT 
WHOLESALE, AND TWO CONTRIBurlNG 

FACI'Oas, 19~2 
(1929=100) 

(5) 
Aggregate 
command 
over goods 

64 

66 
6, 

57 

(4) 
Purchasing 

power 
per unit 

79 

65 
115 
97 

(5) 
Number of 
physical 

units 
88 

99 
6. 
58 

this gross income could be exchanged ( at wholesale) fell by 
from 11' to 36 per cent.'· This decline in physical rewards 
far exceeded the drop of about 12· per cent in the volume 
of physical production of primary products. The explanation 
of the difference is found, of course, in the reduced per unit 
purchasing power of raw materials, a loss approximating 21 

per cent. The unfavorable change in trading relations was 

10 The loss in aggregate mmmand over goods. as given above. was 36 per 
cent. This is the figure derived by deflating the change in estimated aggre­
gate value of product, appearing in column (2) of the table. But if the 
entry in mlumn (3) were derived by multiplying the entries in columns (4) 
and (5). as it logically could be, we would have an index of 69. indicating 
a loss of 31 per cent in aggregate purchasing power of primary producers. 
from 1929 to 1932. Residual errors in the value, price and production index 
numbers aCCXJunt for the- difference between this figure and that derived 
from the table. . 

Similar errors are present in the measurements relating to the three­
groups of primary producers. Index numbers of aggregate purchasing power 
in 1932 (on the 1929 base). derived from the measurements in columns (4) 
and (5) are 65, 71 and 57, respectively. for the producers of farm products, 
mineral products and forest products (the last of these is the index given in 
the table). The differences between these measurements and those in 
column (5) of the table for producers of farm and mineral products may be 
taken al indications of the magnitude o~ the. errors involved in the estimates 
of changes in aggregate purchasing power. For raw mineral products the 
figure in mlumn (5) i, based upon a more~ mmplete coverage than are the 
price and quantity indica. 
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more important than reduced output in lowering the phys­
ical rewards of primary producers. 

Among the three groups ofprjptary producers we find 
some notable differences. Proqu~ers of farm products and 
mine{al. products suffered roughly equal declines (from 30 
to 40 per 'cent) in aggregate purchasing power. For farmers 
this drop was due primarily to a loss in the real per unit 
value of their products; output fell only I per cent. Mineral 
producers actually gained in the real per unit worth of their 
products. but lost almost 40 per cent in volume of output. 
Hardest hit of the three groups were producers of forest 
products. With approximately stable per unit purchasing 
power. a decline of approximately 60 per cent in volume of 
output brought an equal drop in their aggregate purchasing 
power. 

The use of an index of wholesale prices in determining 
changes in the average purchasing power of these various 
producing groups involves some loss of accuracy. but no 
other general standard of comparison is a~ailable. For farm­
ers an index of changes in the prices of goods purchased is 
to be had. This shows a loss of about 36 per cent in the 
average per unit purchasing power of farm products between 
1929 and 1932. which is very close to the estimate based on 
wholesale price changes. The reduction in the physical vol­
ume of goods going to farmers was approximately equal to 
the reduction in total physical output of the country. 36 per 
cent. The rewards of farmers in 1932 were not commensurate 
with their physical contribution to the total national produc­
tion. but they suffered. in respect of aggregate command 
over goods. no more severely than did consumers at large. 
Their net cash income was. of course. more sharply curtailed. 
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The period of expanSion -that ,fQllowed the recession of 
Ig20-21 was characterized' by the persistence. even in pros­
perity. of a relatively wide margin' between tpe prices of 
finished goods and raw materials intended for fabrication. 
The exceptionally wide gap that was opened up during the 
price collapse of Ig20 was only partly closed during the suc­
ceeding years. Some elements of this situation have been sug­
gested in earlier sections. The weak competitive position of 
raw material producers after the War. and the correspond­
ingly strong position of manufacturing interests. were related 
to this differential. In the United States concurrent improve­
ment in mechanical equipment. with increased overhead 
charges. and the general acceptance in important manufac­
turing industries of the principle of high wages were also 
factors in widening the price spread between raw materials 
and finished goods. In considerable part the gains made by 
labor during the War were maintained during the recession 
of 1920-21; during the following decade wage.rates and labor 
costs in manufacturing were high. as compared with pre-War 
levels. Certain fortuitous circumstances. discussed in Chap­
ter II. served to swell currently available purchasing power 
and to maintain the volume of production and trade in the 
United States during the years preceding the 1929 break. in. 
spite of a relatively wide fabricational margin and of rela-
tively high prices to final consumers.' • 

Our immediate concern is with the effects of recession on 
this situation. Past experience, and consideration of the rela­
tive f1exibilities of different elements of production costs, 
lead us to expect a much sharper drop in the prices of mate­
rials than in the prices of finished goods. with a resultant 
widening of the relative. if not of the absolute. margin be-



110 PRICES IN RECESSION AND RECOVERY 

tween the prices of raw and of finished goods. With the 
available data various methods may be employed to trace the 
changes brought by recession in the price relations that de· 
fine this margin. We turn first to an examination of com· 
posite index numbers of the prices of processed goods and 
of raw materials intended for use in production. 

PRICE MOVEMENTS AMONG RAW AND PROCESSED GOODS 

The following index numbers relate to changes brought 
by the recession in the manufacturing differential. As is usual 

Producers' goods, raw 
Manufactured goods. all 

Ratio of index of prices of manufactured goods to in· 
dex of prices of raw producers' goods 

WHOLE5ALE PRICES 
July Febnulry 
'g'g '911 

100 49 
100 6g 

1.00 1041 

during recessions. the price drop among raw materials in­
tended for fabrication was distinctly more precipitate than 
among manufactured goods. Wages and salaries. charges on 
capital investment. rent and other relatively rigid elements 
of cost serve as effective brakes on the decline in prices of 
manufactured goods. while the greater possibility of control· 
ling supply renders maintenance of prices easier than among 
most raw materials. Moreover. differences in the duration 
of production processes and in durability may be important 
causes of differences in the price flexibility of different goods. 

The significance of this shift in relative values may be 
more clearly revealed if we assume that producers of raw 
materials exchange their goods direCtly fur the"'ntanufactured 
commodities made from them. The ratios at the foot of the 
preceding table define this relation. In February 1933. 1.41 
units of raw materials were required to purchase that quan-
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tity of manufactured goods that one unit of raw materials 
would have purchased in July 1929. Over forty-three months 
the per unit purchasing power of raw materials had declined 
notably; in the absence of compensating changes. this loss 
was bound to have its effect on the volume of finished goods 
that could find a market. 

The same comparison. on a pre-War base. is made below. 

WBOI..ESALE PRlCFS 
Jul, February 

ZgIj ,go, 1929 '9JJ 
Producers' goods. raw 100 107 'S4 . 66 
Manufactun:d goods. all 100 '55 '5S 105 

Ratio. manufattured to raw • .00 1.22 1.14. '·5!! 

Because of the gap between the prices of raw producers' 
goods and of manufactured goods already existing in 1929. 
the situation here disclosed is blacker than that shown by 
the preceding table. Raw materials for use in fabrication sold 
in February 1933 at prices 34 per cent below those of 1913. 
while goods in the intermediate or finished stage of the fabri­
cation process sold at prices 5 per cent above 1913 prices. 
Even more striking are the shifts that occurreJi in the trading 
relations between raw and processed goods. as distinct classes. 
A constant quantity of manufactured goods. which could be 
purchased for a single unit of raw materials in 1913. was 
worth 1.22 units of raw materials in 1922. 1.14 units in July 
1929. and 1.59 units in February 1933. Of course. it is not. 
accurate to picture domestic trade as an exchange between 
these two broad groups of producers. but a considerable vol­
ume of goods is so exchanged. In this trading area the shift 
in relative values was revolutionary; it affected established 
relations throughout the economic system and altered mate­
rially the distribution of current purchasing power. 

To secure a clearer understanding of the changes in the 
manufacturing differential during· the recent recession we 
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must go behind the broad averages shown above, for there 
have been wide differences. among the major commodity 
groups. in the degree of change in the margin between raw 
and processed goods. For each class we contrast raw pro­
ducers' goods (that is. goods subject to fabrication before 
being ready for use) with manufactured goods_ 

WHOLESALE PRICES 
Jut., February 

Crops: 
1929 19JJ 

P·roducers' raw 100 !8 
Processed 100 65 

Ratio, processed. to raw 1.00 1.71 

Animal products: 
Producers' raw 100 M 
Processed 100 54 

Ratio, processed to raw. 1.00 1.59 
Minerals: 

Producers' raw 100 '/0 
Processed 100 80 

Ratio. processed to raw 1.00 1,14 

Metals: 
Producers' raw 100 6! 
Processed 100 8, 

Ratio, processed to raw 1.00 1.29 

The actual price declines were substantially greater among 
crops and animal products than among minerals_ But our 
immediate interest is in the margin between the two sets of 
prices in each general category_ In all cases the manufactur­
ing margin widened. as is shown by the ratios that define 
the number of units of raw producers' goods of each type re­
quired to purchase. in February 1933. a stated quantity of 
processed goods of the same type (Le .• the ratio of the price 
index for processed goods to the corresponding index for raw 
materials)_ To purchase a certain constant quantity of goods 
manufactured from farm crops one unit of raw materials 
was necessary in July 1929; 1.71 units were required in 
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February 1933. The corresponding ratio for animal products 
in February 1933 was 1.59, for mineral products 1.14, and for 
the subgroup of metal products 1.29. 

With reference to a pre-War base, the 1933 situation shows 
even more extreme changes. Crops and animal products, the 

WHOLESALE PRICES 

July· February 
191J 'l>'2 1929 '9~J 

Crops: 
Producers' raw 100 "7 '37 5' 
Processed .00 146 '43 93 

Ratio, processed to raw •. 00 1.15 '·04 '>79 
Animal products: 

Producers' raw .00 '30 '48. 5<> 
P"""",ed .00 150 '67 9' 

Ratio, processed to raw • .00 1.15 1.1, • .8. 
Minerals: 

Producers' raw 100 '40 '35 94 
Processed .00 '59 '5' ... 

Ratio. processed to raw '.00 1.14 1.13 1.50 

Metals: 
Producen' raw • 00 12 • .. 8 8. 
Processed .00 '5' '64 '33 

Ratio. processed to raw • .00 1.t5 1.28 1.64 

weakest in economic position among primary products, ex­
perienced the greatest widening of the fabricational margin. 
In both groups raw materials dropped, in February 1933, to 
approximately half their 1913 price, while the corresponding 
manufactured goods declined less than 10 per cent. In ex­
change for constant quantities of finished goods of the same 
class, approximately 80 per cent more, by volume, of each 
type of raw material was required than in 1913. Here were 
probably the most extreme shifts in exchange relations that 
occurred in the price system. Raw minerals intended for 
fabrication were in better position; the low price of the de­
pression was only slightly below the 1913 price; processed 
goods were some 20 per cent above. The measurements for 
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metals indicate that the widening of the fabricational margin 
for minerals as a broad class was heavily influenced by the 
growing cleavage between the prices of raw metals and proc­
essed metallic products. 

A clearer .contrast between farm and non-farm products, 
and between corresponding manufacturing 'differentials, is 
afforded if we deal with the two major groups alone. The 
exchange ratio between the prices of raw and processed farm 

Products of American farms: 
Producers' raw 
Processed 

WHOLlrSALE PRICES 
July February 
z9:J9 Z9JJ 
100 3' 
100 60 

Ratio, processed to raw 1.00 1.62 
Products other than those originating on American fanm: 

Producers' raw 100 64-
Processed 100 77 

Ratio. processed to raw 1.00 1.20 

products increased sharply during the recession. The pro­
ducer of raw materials who desired to exchange raw for 
manufactured goods of the same type was required to give 
62 per cent more, by volume, in February 1933 than in July 
1929, for a constant quantity of processed goods. The cor­
responding increase for non-farm products was 20 per cent." 

11 Measurements for these groups on a pre-War base show still wider changes 
but with the increase in the raw-processed differential still distinctly greater 
for farm than for non-farm products. 

WHOLESALE PRICES 
Jul, February 

Products of American farms: 
Z9I J zgu 1929 '9JJ 

Producers' raw 100 150 148 54 
Processed 100 151 161 96 

Ratio 1.00 1 .• 6 1·09 1.78 
Products other than those origi-

nating on American farms: 
Producers- raw 100 liS 118 76 

Processed 100 158 146 111 
Ratio 1.00 1 •• 8 1.14 1-47 



RECESSION AND DEPRESSION 115 

Other categories of commodities show the same general 
movements. We may briefly summarize the shifts in exchange 
relations between various categories of goods. Detailed mea­
surements are given in Appendices III and IV. We cite here 
merely the ratios of the index numbers of processed goods 
to those of raw (or semi-finished) materials, recalling that 
such a ratio measures changes in the physical volume of 
raw materials exchangeable for a fixed volume of processed 
goods. 

Between July 19"9 and February 1933 the ratio of the price 
index of processed consumers' goods to the index of producers' 
goods intended for human consumption increased from '.00 to 
'.43; between 19'3 and February '933 the ratio increased from 
'.00 to 1.77. 

Breaking the above group of consumers' goods into foods and 
non·foods, we lind no substantial difference between them during 
the recession. Over a longer period there was a notable differ· 
ence, however. Between '9'3 and February '933 the ratio of the 
price index for finished food products to the price index for 
unfinished food products increased from '.00 to '.53; for non· 
foods, among consumers' goods, the increase ..!las from 1.00 to 
'.97. A greater degree of fabrication with corresponding improve­
ments in quality would account for part of the widening of this 
particular differential, but hardly for all. 

Between July '929 and February '933 the ratio of the price 
index for processed goods intended for use in capital equipment 
to the corresponding price index for raw materials increased 
from 1.00 to 1.39; between '9'3 and February '933 the ratio in· 
creased from 1.00 to 1.65. The relative costliness of capital equip­
ment, which was a conspicuous feature of the decade of the 
'twenties, was markedly accentuated by the widening of this 
p~rticular price differential during the recession. 
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MOVEMENTS OF MANUFACTURERS' MARGINS, AS SHOWN BY 

CHANGES IN THE PRICES OF SIMILAR COMMODITIES 

AT DIFFERENT PRODUCTIVE STAGES 

The measurements given above represent price changes at 
different stages of the manufacturing-distributive process. 
We may supplement these representative figures by direct 
measurements of changing differentials in the manufacturing 
process, derived from the· prices of 'identical' commodities 
(more accurately, commodities containing the same mate· 
rials) at successive fabricational stages-wheat and flour. raw 
silk and spun silk, raw sugar and granulated sugar, pig lead 
and lead pipe, etc. Our present ptirpos~ will be served by 
the comparison of averages defining price changes from 1929 
to 1932 for a group of 174 simple processed goods with cor­
responding measurements for the raw materials from which 
these goods were made. 

1929 
Raw materials 100 

Simple pro .... ed goods made from 
these materials 100 

WHOLESALE PRICES 
1930 1931 

85 65 

88 7. 

19J2 
54 

Here, where we are dealing with precisely the same com­
modities in raw and processed form, we find the widening 
margin revealed by the index numbers appearing on preced­
ing pages. The annual averages indicate a drop of 36 per 
cent in the prices of the simple processed goods here repre­
sented. a drop of 46 per cent in the prices of their raw 
materials. from 1929 to 1932." The margin of difference is 
substantial (the ratio of the index for processed goods to that 
for raw materials in 1932 was 1.19), but somewhat smaller 
than those given in preceding sections. The use of annual 

11 Detailed measurements for the different groups of commodities included 
in the above averages are given in AppendiX V. 
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rather than monthly values tends to lessen this margin. More 
important is the fact that the processed goods represented in 
the above index are not highly fabricated products. Simple 
processed goods are closer to raw materials. in their price 
movements. than are highly fabricated goods. 

MANUFAcruRING COSTS. 1929-1933 

The recession of 1929-33 was marked. as have been other 
recessions. by a fall in the prices of raw materials mum more 
severe than that for finished goods. The various costS of 
fabrication were not reduced during this decline by amounts 
equal to the drop in material prices. So mum we h:am from 
the records of wholesale prices we have been reviewing. But 
we do not get from these figures detailed information con­
cerning the relations between the changes in different fabri­
cational costs and. indeed. such information is not to be had 
from ordinary price quotations. Records of the Census of 
Manufactures contain data bearing on this question. We may 
review them for light on the course and maracter of liquida­
tion in manufacturing industries. Changes in prices and costs 
in manufacturing industries at large are defined in the next 
table and are shown graphically in Figure 6.'· The measure-

o 

cosT OF OVERHEAD 
SELUNG cosrop FABRICAnON LABOR cosrs PLUS 

PRICE MATERIALS PLUS PROFITS c.osr PROms 

1914 '00 lOG lOG lOG lOG 

1929 lOG 145 lOG 136 lOG 166 lOG 157 100 '7' 
19JI 78 "3 74 lOG B4 '40 87 137 S, '4' 
1933 66 g6 63 8S 7' "0 75 "7 71 .. , 
1. For an explanation of the derivation of ~hese measurements, see Economic 
Tendencies in the United Stotes, pp. 88-g. The index numbers in that book 
have been revised .lightly in preparing the 'present table. Index numbers 
for other Census years are given in Appendix VI. 
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FIGURE 6 

CHANGES IN AVERAGE SELLING PRICE. COST OF MATERIALS AND 
ELEMENTS OF FABRICATION COSTS PLUS PROFITS. PER UNIT OF 

PRODUCT. 191~1988 
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-10 

+10 

+50 

+40 

+30 

+20 
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o 

1929 31 33 

ments relate to average price and cost changes per unit of 
manufactured product. 

The index numbers on the 1929 base indicate a drop of 
34 per cent in the average selling price of manufactured 
goods during the four years ending in 1933. (The actual 
depression low in commodity prices. on an annual basis. 
came in 1932, rather than 1933, but the Census materials 
employed in the derivation of these measurements are not 
available for 1932.) This decline was the net resultant of 
drops of 37 per cent in material costs, 28 per cent in fabrica­
tion costs (which here include profits) per unit of manu-
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factured product. A lag in the reduction of manufacturing 
costs is, of course, to be expected. It is here that the more 
rigid components of price are found. Changes in two ele· 
ments of these fabricational charges are shown by entries in 
the remaining columns of the table. These indicate that 
labor costs per unit of product fell some 25 per cent, while 
the composite of overhead costs plus profits declined 29 per 
cent. (It is to be noted that the 1929 index of overhead 'costs 
plus profits was relatively high, some 6 per cent above 1927, 
while labor costs per unit in 1929 were 7 per cent below 
1927. Subsequent declines are to be interpreted with these 
facts in mind.) 

One of the most interesting features of this tabie, and one 
that points to certain distinctive aspects of the 1933 situa­
tion, is found in the failure of the index numbers derived 
from Census data to agree with measurements based on direct 
price quotations on manufactured goods. The differenceS are 
clearly revealed by the following index numbers relating to 
the average selling prices of manufactured goods. The drop 

Z929 
Prices realized by manufacturers (Census data) .00 
Prices quoted in wholesale markets (National 

Bureau of Economic Research) 100 8. 

Z9JJ 
66 

of 34 per cent in the averag~ prices realized by manufacturers 
is substantially greater than the decline of 24 per cent shown 
by the index based upon prices quoted in wholesale markets. 
Indeed, the decline of 34 per cent appears to be inconsistent 
with the various bits of evidence previously presented, which 
indicated a considerable expansion in the manufacturing dif­
ferential during the recession. This expansion appeared to 
be the result of the lagging adjustment of the final selling 
prices of manufactured goods to the sharp price declines oc­
curring in the markets for raw materials. Yet the 34 per cent 
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drop in average prices received by manufacturers is not far 
short of the decline of 40 per cent recorded for producers' 
goods, in raw state. 

It is well to recall, at this point, the derivation of the price 
index based upon Census data. It is secured by dividing an 
index of the total value of manufactured products by an in­
dex of the physical volume of production. The process is 
equivalent to that employed in computing average price by 
dividing the aggregate value of a stock of goods by the num­
ber of physical units. In the present case, of course, relative 
numbers, defining changes in aggregate value and in phys­
ical output, are used in deriving index numbers of changes 
in average selling price. The price index numbers thus de­
rived are, obviously, measures of realized price and not of 
quoted price. There is here .a possibility of difference be­
tween index numbers based on samples of quoted prices and 
those derived in the manner just described. Furthermore, 
we should note that the measures of realized price are fully 
comparable, from one period to the next, only on the assump­
tion that no considerable change takes place in the average 
quality of the goods entering into the aggregate. If quality 
improves or deteriorates materially, or if the relative impor­
tance of goods in different price classes changes notably, the 
changes in average realized price and in the average quoted 
price on goods of unchanging quality would not be the same. 

Index numbers of average selling prices of manufactured 
goods, as derived from Census records, are thus not equiva­
lent to measurements based directly upon quoted prices. In 
some degree they serve as checks upon them, being especially 
valuable for this purpose because of the comprehensive char­
acter of the data upon which they are based. During periods 
when no great changes occur in the quality and constitution 
of the stream of manufactured goods, close agreement be­
tween the two sets of measurements may be expected. In fact, 
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during the decade 1919-29. in which five biennial compari­
sons of realized and quoted prices are possible. very close 
agreements were recorded.'< But when the composition of 
the stream of manufactured goods changes. whether because 
of quality changes or of shifts in the relative importance of 
goods in different price classes. the index of realized prices 
will differ from an index relating to quoted prices on goods 
of standard quality. 

During the recession from 1929 to 1933 changes of four 
different types may have affected the price records of manu-
factured goods. ' 

1. Reduction of prices of standard goods. without change 'in 
quality. 

1. The following index numbers of the average selling price of manufactured 
goods bear upon this point: 

PRICES QUOTED IN PRICES REAUZEJ) BY 
WHOLESALE MARKETS MANUFAcrURERS 
(National Bureau of 
Economic Research) (Ce ........ da!a) 

'919 '00 .00 

I,:U 79 79 

19U .00 .00 

1923 .00 99 
0 

1923 .00 .00 

192' .00 99 

192; .DO 'DO 
1927 94 94 

1927 .00 .00 

• '9'9 '00 98 

.192 9 .DO .00 

'931 8. 78 

19J1 'DO 'DO 
19JJ 95 85 
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This change would be reflected equally in quoted and 
realized prices. 

2. Reduction of prices, accompanied by a lowering of quality, 
but without change in names or apparent standards of manu­
factured goods. 

This change would be reflected equally in quoted and 
realized prices. However, part or all of the reduction of ma­
terial costs, or fabrication costs, would be due to the lowering 
of quality and would not represent an actual reduction of the 
market prices of materials, or of fabrication costs for work of 
constant quality. 

3. Shift by manufacturer and consumer to goods of lower price 
and quality, without change in the actual or quoted price on 
goods of constant quality. (A larger proportion of the total 
manufactured product would consist of goods of lower qual­
ity and lower price.) 

This shift would not be reflected in quoted prices, and 
would thus not affect the current price index numbers. It 
would, however, be rellected in the average price realized by 
manufacturers. The. average cost of materials, per unit sold, 
or the average cost of fabrication, or both, would also be re­
duced. 

4. Undercover cutting of prires on standard goods, without 
change in quality and without change in quoted prices. 

This price-cutting would be rellected in realized prices. The 
average cost of materials, per unit sold, would not be reduced, 
but the average cost of fabrication per unit sold would be 
lowered (since profits per unit are included in the aggregate 
'value added' from which cost of fabrication is estimated). 

It is impossible to determine, in quantitative terms, the 
relative importance of these four types of change. It is not 
to be doubted that movements of the first type, involving 
straight price reductions for goods of standard grade, were 
highly important, indeed, most important, in bringing about 
the observed price changes of the recession period. There 
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were doubdess, also, movements of the fourth type-under­
cover cutting of prices, not reflected in current quotations. 
Although definite evidence is lacking, it is a matter of general 
knowledge that during the months of most severe depression 
goods of many kinds were being sQld at special prices. It is 
a fair assumption, therefore, that part of the divergence be­
tween realized and quoted prices is attributable to this 
source. The most important factor in this divergence, how­
ever, was probably a reduction in the grade of manufactured 
goods marketed, due llilrgely to a shift by manufacturer and 
consumer to goods of lower price and quality. Accommoda­
tion to a lower income was effected by the typical consumer 
through the purchase of clothing, shoes, automobiles, and, 
to some extent, foods from lower price classes. In the main, 
this also meant goods of lower average quality. As a mass 
phenolI\enon this movement was probably more important 
during the recent depression than in any depression through 
which the present generation has passed. 

Evidence of two types bears on this shift. For automobiles, 
a commodity of considerable importance in the domestic 
economy of the United States, we have records showing pro­
duction by price classes in different years. In 1929,54 per 
cent of all cars produced were priced, at wholesale, at $500 
or less. In 1933 the correspending percentage was 81. Further, 
we may note that in 1929, 18.6 per cent of all cars produced 
were priced at more than $750; in 1933 the prices of only 4.5 
per cent exceeded $750, at wholesale." Of course, this change 
was due in some degree to straight price reductions, but in 
the main it reflected a real shift by buyers to cheaper cars. 
(This shift was stimulated in part, of course, by a consider­

able improvement in the quality. of the cheaper cars.) The 

111 See National Automobile Chamber of _Co~erce~ Automobile Facts and 
Figuf'e$~ 1984 ed .• p. u. 
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net result of such a shift would be just such a reduction in 
the average price realized by manufacturers as we have ob­
served, a reduction that does not reflect an actual decline in 
quoted prices on standard goods. 

Equally revealing is evidence of another sort. We bring 
together below measurements relating to the declines in the 
average prices of materials of manufacture and of finished 
goods during two post-War recessions. The first two entries 

Producers' goods, all. Wholesale 
Producers' goods, raw, wholesale 

Percentage decline 
1919- 1929-
zg:JI 19JJ 
19 SI 
40 40 

Cost of material$,. per unit of manufactured goods 13 37 
Selling price (realized). per unit of manufactured goods 11 54 

relate to changes in quoted prices in wholesale markets. for 
producers' goods in general and for raw producers' goods. 
These classes are not identical with the 'materials of manu­
facture'. but such materials. raw and semi-finished. come 
from' the broad classes of goods represented by these two 
entries. From 1919 to 1921. when raw producers' goods were 
declining 40 per cent in price. and all producers' goods were 
dropping 29 per cent. the average cost of materials. to manu­
facturers. declined only 23 per cent. From 1929 to 1933 raw 
producers' goods. as priced in wholesale markets. dropped by 
exactly the same percentage as from 1919 to 1921. and the 
general group of producers' goods fell only slightly more than 
in the first post-War recession. With conditions in respect of 
quoted prices of 'materials' thus almost identical. we should 
expect to find approximately equal declines in the average 
cost of materials to manufacturers. in the two recessions. In­
stead. we find a drop of 37 per cent. from 1929 to 1933. as 
compared with a drop of 23 per cent from 1919 to 1921. We 
may note that the latest drop in the average cost of materials 
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to manufacturers. per unit of goods produced. almost 
equalled the decline in the average price of raw producers' 
goods. at wholesale. although manufacturers' 'materials' in­
clude semi-finished goods and supplies of all sorts. 

The notable reduction between 1929 and 1933 in the cost 
of materials entering into a unit of manufactured goods 
might have occurred as a result of 'skimping'. the use of less 
material per unit of finished goods; it might have resulted 
from a lowering of the average quality of materials purchased 
for manufacture. It might. finally. have been due to the gen­
eral concentration of manufacturers on the production of 
finished goods of lower average quality and price. Such a 
shift to goods of lower grade might or might not involve 
skimping. or the use of materials of poorer quality. To some 
extent the recession undoubtedly brought a reduction in the 
real quality (and price) of goods represented by current quo­
tations (a change of type 2). In greater degree. however. the 
lowering of the cost of materials was probably due to a shift 
on the part of manufacturers to the production of goods in 
the lower price ranges with no necessary reduction in the 
quality of these cheaper goods (a change of type'3). Only a 
shift of this sort would account for the divergence between 
quoted and realized prices that was so marked a feature of 
the 1933 situation.1I 

" 

10 Comparison. by industries. of measurements of changes in average quoted 
prices and in average prices realized by manufacturen indicates that the 
chief divergences occurred in the industries listed below. It was in these in· 
dustries. presumably. that there occurred pronounced shifts to the production 
of goods of lower average price. The list is not exhaustive, for quoted prices 
are not available for all industries, for comparison with the prices realized 
by manufacturen. 

Flour and grain mill products 
Cotton goods 
Woolen ano. worsted goods 
Boots and shoes 

Lumber 
R.ubber products 
Paper 
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Changes over a longer period are shown by the entries 
on the 1914 base (see table. p. 117). Both 1914 and 1933 were 
years of depression (the latter much more severe. of course). 
and the comparability of the measurements is thereby im· 
proved. In 1933 the average seIling price of manufactured 
goods was 4 per cent lower than in 1914. Changes in the two 
components of this price were markedly different. The aver­
age cost of materials in 1933 was 15 per cent below the 1914 
cost; the cost of fabrication. including profits. was 20 per cent 
above. These figures define one of the most striking changes 
in the American economy during the last two decades. It is 
true that quality changes obscure somewhat the direct com­
parison of costs. An increasing degree of fabrication has been 
a long·term tendency in American industry. and this factor 
would tend to increase costs of fabrication. relatively to mate· 
rial costs. A shift. in 1933. to goods of lower average quality 
would also tend to reduce cost of materials. But the notable 
expansion in the manufacturing margin between 1914 and 
1933 cannot be explained in terms of these movements. alone. 
The increase in the costs of fabrication during and immedi· 
ately following the War persisted ~uring the decade of the 
'twenties and survived the rigors of the most recent decline. 
The cost to the final consumer of a fixed task of fabrication. 
as this cost enters into the seIling price of the finished goods 
he buys. was notably higher in 1933 than in 1914. 

The changes in manufacturing costs between 1929 and 
1933 were in some respects unlike those of the period 191!r 
u. as we have noted in one of the preceding comparisons. 
The periods are not strictly comparable. it is true. because 
the phases of the two depressions do not agree. But a further 
comparison of the net changes over these periods throws light 
on -some of the distinctive features of the latest decline. The 
more recent recession. which covers two Census intervals. 
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may be followed over a two-year and a four-year period." 

Average selli;S price (realized) of manu· 
factu goods 

Average cost of materials, per unit of 
product 

Fabrication cost plus profits, per unit 
of product 

Labor cost 
Overhead, plus profits 

Percentage decline 
1919-1921 I9%g-z931 1929-1933 

II 22 34 

28 26 87 

'7 .6 28 
5 '3 25 

26 .8 29 

In comparing these figures we should observe that- the 
recession that initiated the current depression began in the 
summer of 1929. whereas the peak of production during 
the first post-War boom was not reached until the early 
autumn of 1920. Thus 1933 stands four £Ull years removed 
from the beginning of the recession whereas the entries for 
1921 relate to a period but one year later than the beginning 
of the first post-War decline. These differences in timing are 
to be kept in view. in addition to the differences in the dura­
tion and severity of the two recessions. 

The drop in the average selling prices .of manufactured 
goods from 1929 to 1933 was much more severe than the 
decline from 1919 to 1921. (A shift to goods of lower aver­
age quality played a consil;lerable part in this decline. as we 
have already noted.) Liquidation was not only more pro­
tracted; it cut deeper. Cost of materials dropped 37 per cent. 
as against the earlier drop of 23 per cent; fabrication costs 
(Plus profits) fell 28 per cent. as against the 1919-21 decline 

of 17 per cent. 
A striI$.ing difference between the periods is found in the 

l' The data for 1919-21 relate to 58 manufacturing industries, those for 1929-
51 to 111 industries and those for 192H! to 82 industries. They are thus 
not fully comparable in detail. but the samples may be accepted as representa­
tive of manufacturing industries in general. 
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relative movements of the two elements of fabrication costs. 
Labor costs per unit of product declined but 5 per cent be· 
tween 1919 and 1921. The greater decline in the recent 
period, 25 per cent, is probably due in part to the time factor 
previously noted. Labor costs are usually difficult to reduce; 
an extended spell of liquidation brings more drastic cuts 
than does a ·briefer depression. Indeed, it is notable that thl: 
reduction in labor costs was greater from 1931 to 1933 than 
from 1929 to 1931. For all the other elements recorded the 
decline was retarded in the second of these two·year periods. 
The declines of overhead costs plus profits, per unit of prod· 
uct, were approximately equal in the two periods of post· 
War recession-26 per cent betweerr 1919. and 1921, 29 per 
cent from 1929 to 1933. But the later drop, though approxi· 
mately equal in magnitude to the earlier, was slower and 
more protracted. The fall during the first two years of reces­
sion was substantially less than from 1919 to 1921. 

The reasons for these differences are many. The greater 
relative importance in the recent period of overhead expenses 
proper ,. is undoubtedly one factor. More machinery was in 
use per employee in 1929 than in 1919. Furthermore, most 
fixed elements in cost were more strongly entrenched in 
1929, after eight years of relative price stability, than they 
were immediately after the sharp price changes of the War 
years, and thus offered greater resistance to reduction. In 
addition, the greater magnitude of the decline in volume 
of manl,lfacturing production after 1929 rendered more diffi· 
cult the downward adjustment of fixed costs, on a per unit 
of product basis. Finally, the price drop that began in 1929 
was much more gradual than that of 1920, and business men 
were slower to accept the idea that the pre-recession price 
level would probably not be restored. So long as men thought 

18 In 1919 overhead expensea plus pro6ts constituted 18 per cent of the total 
value of product: in 1929. 14 per cent. 
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of the 1929 price level as 'normal' they were reluctant to 
reduce their fixed charges. Not until the recession had turned 
into depression was this conception generally abandoned. 

The measurements that define changes in 'overhead costs 
plus profits' per unit of product relate, as we have noted, to 
a highly heterogeneous composite.'· During a period of liqui-

18 The compilatiollJ of the Census of Manufactures do not permit an analysis 
of this mmposite into its elements. but the general nature of u..ese elements 
may be determined from corporate returns to the Bureau of Internal Revenue. 
The figures below. from Statistics o/Income for the year 1929. refer to cor­
porations engaged in manufacturing operations. (Corporations produ6ed 92 
per cent of all manufactured goods. by value. in the year 1919.) The figures 
on p. 150, from the Census 01 Manufactures for 1929. relate to all manufac­
turing establishments. The figures from the two sources are not -comparable 
in detail. since they differ in respect of enterprises covered (non-corporate 
returns are excluded from the first column). industries included (a few in­
dustries. such as those producing motion pictures and manufactured gas. are 
excluded from the Bureau of Internal R.evenue compilations). and accounting 
procedures, but the comparison of broad totals will serve the present purpose. 

DATA FROM: STAnsnCS OF INCOME. 1929 

(milliON 0/ dollars) 

Cost of goods sold 
Other statutory deductions 

Compensation of officers 
Interest 
Taxes. other than inmme 
Bad debts 
Depreciation 
Depletion 
Miscellaneoua 

Total other statutory deductions 
Income tax 
Compiled net profits. less tax 

Total, other statutory deductions, income 
tax, and net profits less tax 

Total receipts, manufacturing corporations 

1.171 

711 
617 
167 

1,755 
865 

10,191 

10,059 
72 ,224 

(Total receipts of manufacturing corporations include $6g.2!1i6 million from 
gross sales and ' •• g8S million of other uceipt&-inter .. t, rents, dividends. 
profits from operations other than those represented under gross sales, etc.) 



130 PRICES IN RECESSION AND RECOVERY 

dation, indeed, it is to be expected that the two major ele· 
ments of this composite will move in opposite directions. It 
is not possible, using the data of the Census of Manufactures, 
to break this composite item intQ its component parts. We 
may, however, make use of records .contained in Statistics of 
Income, issued by the Bureau of Internal Revenue, in esti· 
mating the relative changes in overhead costs and in profits, 
per unit pf manufactured product." These estimates, and 

Overhead costs, per unit of product 
Profits. per unit of product 

Z929 z9Jr 
105 117 
"9 (deficit) 

19JJ 
gl 
15 

they are, of course, only estimates, show a slight advance in 
overhead costs proper between 1927 and 1-929, and a substan· 

(Footnote 19 concluded) 
DATA FROM CENSUS OF MANUFACl'URES. 1929 

(milliom of dollan) 

Total direct costs (wages. materials. fuel. 
purchased energy) 
Overhead plus profits, other than salaries 

Salaries of principal officers 
Salaries in central offices 
Other salaries . 

Total salaries 
Overhead plus profits. total 

Total value, manufactured products 

!J64 
600 

2,651 

50•171 

16.06g 

4.195 
2·,164 
7·0455 

20 The ratio of net income to gross income was computed for the four years 
1927. 1929. 1951 and 1935 from data for oorporations published in Statistics 
01 lru:ome. Only data for those industries included in the Census sample 
were used. These ratios ~were then applied to the 'values of product' reported 
in the Census for the corresponding years. yielding a series of dollar figures 
representing profits. A similar series for overhead was obtained by subtracting 
the estimated profits from the Census 'overhead plus profits.' These two 
series were converted to relatives on the 1927 base. and these were divided 
by index numbers of physical volume of production on the same base. The 
resUlting series. in relative torm, provides the figures given in the text. 

In these calculations tax-exempt income (diVidends and interest on tax-free 
government bonds) is excluded from both net profits and gross income in 
order to avoid attributing to manufacturing operations much of the income 
derived &om other sources. 
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tial increase. amounting to 14 per cent per unit of product. 
during the next two years. The spreading of overhead costs 
among a smaller number of physical units was the imme· 
diate reason for this advance duHng the first years of the 
recession. Between 1931 and 1933. however. average overhead 
costs. per unit of product. dropped 22 per cent. This left 
overhead costs per unit still high. in comparison with more 
flexible elements of selling prices. but the evidence of sharp 
slashing of obdurate fixed cosu between 1931 and 1933. in 
the face of declining volume of output. is impressive. 

Profits per unit shared in the expansion preceding the i929 
break. advancing no less than 19 per cent from 1927 to 1929. 
The next two years wiped out all profits. leaving manufac­
turing industries with a net deficit. By 1933 profits were 
again appearing although on a per unit basis they amounted 
to only 15 per cent of 1927 returns. 

The major conclusions to be drawn from this general sur­
vey of liquidation among manufacturing industries. between 
1929 and 1933. may be briefly summarized. 

• 
Although the general drop in prices was less severe than in 

the 1920-21 recession. the prices of manufactured goods were 
much more sharply reduced in the latest recession. 

Material costs and selling; prices were reduced by manufac­
turers. in the 1929-33 recession. through a lowering of the aver­
age quality of goods purchased and sold. (This process merely 
supplemented. of course. actual reductions in the prices of both 
materials and finished goods.) A shift to goods of lower quality 
(and price) was a distinctive feature of this recession. 

Labor costs were much more severely cut in the 1929-33 re­
cession than in that of 1920-21. 

As in all recessions. the cost of fabrication increased. relatively 
to final selling price. in the 1929-33 decline. Since such costs 
were already high. prior to the recession. the fabricational mar­
gin was exceptionally wide in 1933. This fact was in part con-
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cealed, in the records of realized prices, by the shift to materials 
and finished products of lower average quality. 

Overhead costs per unit actually increased, between 1929 and 
1931, but were cut some 20'per cent during the two following 
years. Profits per unit disappeaz:ed in 1931, but in 1933 they 
averaged 15 per cent of the i927 return~ and 13 per cent of the 
1929 returns. 

Faced by the numerous difficulties of production and mar­
keting raised by the recession, manufacturers sought to adapt 
their costs to the reduced incomes of consumers by shifting 
to goods of lower quality, sharply reducing labor costs ana 
cutting the sluggish elements of overhead. Efforts in these 
directions were especially strong between 19!11 and 1933. 
Advances in productivity furthered these efforts to reduce 
costs. Nevertheless, volume of production was seriously cur­
tailed and the fabricational margin that represents the cost 
of manufacturing processes was widened, relatively to gen­
eral prices. 

On the Incid:nce of Recession among Manufacturing Industries 

The use of averages for all manufacturing industries in defin­
ing changes in selling prices, fabrication costs, etc., gives a mis­
leading impression of uniformity of behavior among these indus­
tries during a general industrial decline. No such uniformity 
prevails, of course. There is wide diversity in the response of 
manufacturing industries to the forces of recession, as is strik­
ingly revealed by the series of frequency distributions in Table 
6. These distributions are constructed from measurements relat­
ing to changes in production, selling price and the various ele­
ments of selling price for 82 manufacturing industries. (The 
unit, be it noted, is a change in a single industry or in a group 
of closely.related industries, not in a single establishment.) 

The median values of the items entering into these various 
distributions differ, ranging from 69.4 for material t<lil$ to 78.4 
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for overhead costs plus profits. per unit of product. But our im­
mediate interest centers in the evidence of diversity of fortune 
among the individual industries represented. In each distribution 
the range of values is considerable. It is significant that the varia­
tion in output is distinctly greater than the variation in seIling 
prices; there appears to be .more cohesion among manufacturing 
industries in respect of prices than in respect of physical produc­
tion. 

Among the components of selling price there is greatest. dis­
persion in changes in overhead costs plus profits. Wide variation 
in the composite of overhead costs and profits is to be expected 
during recession. since both elements are subject to extreme' and 
usually conflicting changes at such a time. 

TABLE 6 

FREQUENCY DISTRIBUTIONS OF RELATIVE NUMBERS MEASURING 
CHANGES IN VOLUME OF PRODUCTION. IN SELLING PRICE 

AND IN CERTAIN COMPONENTS OF SELLING PRICE. IN 
81 MANUFACTURING INDUSTRIES. 1919-1933 

(All measurements relate to changes per unit 01 product.) 

FREQUENCY 
INDEX NUMBEU (Number Of industries experiencing stated change) 
(J9JJ tu per- Physical Fabri-. Overhead 
centage 0/ volume of Selling Material cation Labor oosts plus 
z~9) production price costs cosU- costs pronu 

21 and under !J I 

15 8 
8S 

51 5 
54 1 

37 3 
40 I 

48 S 8 

46 8 I 
49 8 
51 1 

55 3 5 
58 8 3 
61 4 5 
64 3 7 

(Tabl. 6 conclud.d on p. '14) 

.1 

1 

7 
I 

5 
J 
5 
6 

8 
1 

8 

1 

4 
4 
4 

8 

J 

4 
7 
8 

I 

8 

8 

8 
8 
6 

• 
6 
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TABLE. 6 (cont.) 

IlREQUENCY DISTRIBUTIONS 011 RELATIVE NUMBERS MEASURING 
CHANGES IN VOLUME 011 PRODUCTION. IN SELLING PRICE 

AND IN CERTAIN COMPONENTS 011 SELLING PRICE. IN 
8. MANUFACTURING INDUSTRIES. 19.9-1935 

(All measurements relate to changes pet' unit of product.) 

INDEX NUMBERS 
('9JJ tIS p ... -
centage 0/ 

'9'9) 
67 
70 

73 
76 
79 
81 
85 
88 

91 

94 
97 

100 

10, 

106 
log 
III 

115 
118 
101 
114 
1'7 
I,D 

• 

FREQUENCY 
(Number of industries experiencing stated change) 

Physical Fabri- Overhead 
volume of Selling Material cation Labor costs plus 
production price costs costs costs profits 

• 7 7 5 9 5 
6 7 4 7 5 

5 5 8 6 8 5 
5 5 5 5 I I 

7 4 5' 9 7 
4 7 , 7 , 6 
6 6 , 5 ! 5 
7 8 • 6 5 5 
, 4 4 5 5 

• ! • 5 5 4 
I 

5 

I 

• 

I 

I 

I 

I 

I 

I 

• 
I 

I 

1 

I 

I 

I 

I 

• 

• 

4 
I 

I 

I 

5 

• 
135 and over 88 I' 

8. 
78.1 

1407 

., 
S. 
74-5 
14·7 

1rotal 8a 
Median 75.1 
Index of dispersion 1 a6.6 

1 Half the range between the two quartiles. as a percenta~ of the median . 
• One item in each of the following classes: 10. 13. Ig. 

8 One item in each of the following classes: 186. 151. loS. 
, One item in the following class: 1,6-
lOne item. in each of the following classes: 142. 157. 
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AGGREGATE PURCHASING POWER OF MANUFAcruRlNG PRODUCERS 

Practically all exchanges of goods today are monetary 
transactions. involving set prices. The purchasing power of a 
given group of producers in these markets depends on their 
aggregate money income and upon the average price paid for 
the goods bought. In tracing the effects of the recession on the 
purchasing power of producing groups we have already dealt 
with producers of raw materials. There we noted drastic 
reductions due. in the main. to declines in the average price 
of goods sold. The details of the picture are somewhat dif­
ferent for agents of fabrication. 

'9'9 '93' '931 
Volume of manufacturing production 100 75 59 
Average price per unit for fabrication (i.e .• OO5t 

of fabrication) 100 114 7· 
Aggregate value added by manufacture 100 68 50 
Aggregate purchasing power of value added in 

wholesale markets 100 8. 7' 
Aggregate pu'rchasing power in terms of articles 

entering into cost of living 100 70 66 

These figures, which relate to a large samPle of industries 
for which comparable data are available. indicate a drop of 
37 per cent in the money income of agents of fabrication (as 
measured by aggregate 'value added') between 1929 and 1931, 
a drop of So per cent, between 1929 and 1933. mere data. 
available for 1932 they would show a lower level than in 
1933.) These declines are the resultants of severe drops in 
volume of output. less severe declines in the average price 
per unit received by agents of fabrication. 

Reduction in the aggregate money value of the services 
rendered by agents of fabrication- did not entail an equal 
drop in their real purchasing power. The prices of the goods 
they purchased declined also, of course. If these buying prices 
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be considered to have declined after 1929. on the average. 
at the rate of fall in general wholesale prices. the drop in the 
physical purchasing power of fabricators may be estimated at 
about 28 per cent. between 1929 and 1933. If the yardstick 
of change in buying prices be the cost of living index for 
industrial workers. the drop in purchasing power may be 
estimated at 34 per cent. The true figure probably lies be­
tween these limits. We may conclude that the physical vol· 
ume of goods that could be purchased by persons drawing 
their incomes from manufacturing industries declined ap­
proximately 30 per cent between 1929 and 1933.21 

The above estimates of changes in the aggregate purchas­
ing power of those drawing incomes from manufacturing 
industries are based directly upon Census compilations. 
Census and other records have been used by the Department 
of Commerce in making annual estimates of the total income 
disbursements by manufacturing industries." These figures 
have the value. for the present purpose. of including all 
elements of income paid out. such as dividend payments out 

Income paid out by manufacturing in- 1929 1930 I9JI I9J2 I9JJ 

dustries 
In millions of dollars IS.(US 15.94° ".3&! 8.545 8.514 
In relative terms 100.0 88,5 68.6 474 47-5 

Purchasing power of incomes paid oul 
by manufacturing industries 

In wholesale markets 100.0 97.6 Bg.6 6g'7 68-4 
In terms of articles entering into 

cost of living 100.0 go-4 76.6 58.7 6a.l 

11 These estimates are made on an annual basis because of the difficulty of 
measuring, on a monthly basis, changes in the purchasing power of manu­
facturing producen. The annual figures. of necessity, show changes less 
extreme than those that actually occurred. 
n See "Expansion in the National Income Continued in 1955" by R. R.. 
Nathan in Survey of Current Business, July 19S6, pp. 14-19. and "Income 
Originating in Nine Basic Industries. ]91!r19.!J4" by Simon Kuznets. Bulletin 
'9, National Bureau of Economic Research. 



RECESSION AND DEPRESSION 

of surplus. The inclusion of these items is desirable. in fol­
lowing changes in the actual purchasing power of industrial 
groups. The summary of these estimates indicates a drop of 
approximately 53 per cent between 1929 and 1933 in the 
actual money receipts of those receiving incomes from manu­
facturing industries. a decline of 32 per cent in the purchas­
ing power of such receipts. in wholesale markets. and of 38 
per cent in terms of articles entering into the average work­
ingman's budget." These figures are not comparable. in .de-· 
tail. with those previously cited. but they indicate declines 
of somewhat similar magnitudes. We shall be reasonably safe 
in concluding. from these several sets of figures. that the 
depression reduced the purchasing power of those deriving 
incomes from manufacturing industries by from 30 to 40 per 
cent. (The lowest month of the depression would show a 
greater drop.) This means that the stream of physical goods 
(consumption goods and articles of capital equipment) and 
services produced to meet the demands of this group was 
reduced about one-third. This was roughly equal to the de­
cline in the aggregate purchasing power of primary pro­
ducers. an equality that is not altogether a c;oincidence. 

SUMMARY: 

CHANGES IN FABRlCATlONAL MARGINS DURING RECESSION 

In its general outlines the history of the changes in manu­
facturing costs between 1929 and 1932-33 is simple. parallei­
ing experience during earlier recessions. We start in 1929 
with a condition of relatively high fabrication costs. relatively 
low material costs. In spite of increasing productivity during 
the preceding decade. labor costs and overhead costs plus 

:II The purchasing power of income paid out by manufacturing industries. 
in terms of ankles entering into the ~st ~f living. was lower in 195. 
(41 per ",nt below 1929) tban in '955. 
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profits per unit of manufactured product remained fairly 
high, as compared with pre-War levels. As in most recessions, 
the impact of forced liquidation in 1929 was felt most 
severely in raw material markets. Special circumstances, no­
tably large world supplies of raw materials and the depressing 
effect on raw material producing debtor countries of the 
almost complete stoppage of international lending, accen­
tuated the force of liquidation among primary products. 

Tardy deflation of manufacturing costs was to be expected, 
then. The susceptibility of raw materials to fluctuations in 
the sales of finished products and the presence of peculiarly 
inflexible elements in the costs of fabrication both contribute 
to such tardiness. In 1929 there were speCial conditions con­
tributing to delay the downward readjustments of manufac­
turing costs, just as there were exceptional circumstances 
intensifying the usual weakness, during recession, of raw 
materials. The persistence, for almost the decade preceding, 
of a fairly stable price level led to a general reluctance to cut 
costs, in the belief that the price drop was temporary and that 
the previous level would shortly be restored. Furthermore, 
heavy capital investments during the preceding decade had 
added to the weight of overhead expenses (a notably inflexible 
element of cost) while pricing practices in many business fields 
had contributed to the development of rigid prices. 

The uneven character of the ensuing price decline was a 
natural consequence of these conditions. During the first 
twelve months of recession (beginning in July 1929) raw 
producers' goods fell 19 per cent in price; all processed goods 
fell but 9 per cent. During the next twelve months raw pro­
ducers' goods declined 22 per cent; all processed goods 
dropped 12 per cent. During the third twelve months raw 
producers' goods fell 14 per cent; all processed goods dropped 
9 per cent. The rate of expansion of ~e raw-processed differ­
ential was definitely diminishing in the third year, as old 
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rigidities were broken and established prices were finally 
feeling the force of liquidation. 

This phenomenon of price disparity is not a novel feature 
of a business depression. Inequalities of price movement 
characterize all periods of recession and depression. But in 
magnitude, persistence and devastating effects the price dis­
parities opened up during the recession and depression of 
1929-33 stand almost alone. An economic system probably 
less able than at earlier times to adapt itself readily to drastic 
changes was exposed to disruptive forces of exceptional 
strength, and a condition of almost unprecedented difficulty 
resulted. The necessary adaptations to this changed situation, 
fundamental financial and physical readjustments of which 
price readjustments were but the manifestation, were diffi­
cult to accomplish. Pending their accomplishment, the eco­
nomic system operated at a low level of efficiency. 

The reasons for the low efficiency of .the economic system 
after a period of sharp recession are many, more than we 
may explore here. But one important consequence of price 
disparities (and of the disparate financial and physical con­
ditions that lie behind price phenomena) we-must note-the 
inevitable reduction in the volume of intergroup trade. We 
found clear evidence of this in the declines observed in the 
aggregate purchasing power ,of primary producers and agents 
of fabrication. The physical volume of goods that could be 
purchased with the money incomes received by each of these· 
groups dropped one-third, or more, between 1929 and 1933. 
The price changes experienced by the two groups were 
widely different, as were also the reductions in physical 
volume of output. But the interdependence of their fortunes 
is clearly indicated by the approximate equality of the losses 
suffered in physical income. 
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PRICES AND VOLUME OF PRODUCTION OF CAPITAL EQUIPMENT 

AND BUILDING MATERIALS DURING RECESSION 

In following the prices of articles entering into capital 
equipment during the pre-recession ·period we have noted 
the continuing high prices for capital goods. An era of re­
markable expansion in the investment of capital funds and 
in the construction of capital equipment was marked by the 
persistence of high capital costs. Low material prices and 
rapidly increasing productivity provided American industry 
with the advantage of low operating costs during the long 
period of prosperity prior to 1929. But on the capital side a 
large volume of new equipment and a great number of new 
plants were being built at high cost_ These high costs set no 
immediate obstacle to profits during the heyday of prosper­
ity, but they rose to plague American business when the 
pangs of readjustment set in. 

In considerable part such readjustment of high capital 
charges during and after a period of liquidation is a problem 
of finance. We do not here examine that aspect of the matter 
in detail. But the problem of stimulating new investment 
and of initiating activity in the capital goods industries dur­
ing recovery is in some part a price problem. 

The changes during the recession in the prices of goods 
intended for use in capital equipment are defined by the 
accompanying index numbers. Building materials, which are 
an important element of capital costs as welI as an item in 
the cost of durable consumers' goods, are represented by a 

Producers' goods for use in 
capital equipment. processed 

Building materials 

AU commorutiel 

WHOLESALE PRICES 
July February 
Z9:J9 193J 

100 79 
100 76 

100 6. 

PER UNIT PURCHASINC POWER 

Uuly 192~OO) 
February I9JJ 

127 
l·S 

'00 
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separate index. While the general average of wholesale prices 
was declining 38 per cent, between July 1929 and February 
'933, processed goods intended for use in capital equipment 
declined 21 per cent; building materials dropped 24 per 
cent. The real worth of these goods in exchange for general 
commodities at wholesale gained, correspondingly, by some 
25 per cent. Here was an important barrier to the resumption 
of normal activity in the heavy industries .. ' 

At the peak of prosperity in 1929. as we have seen, capital 
equipment of all sorts was relatively high priced. Pressure 

24 We have pointed out above that processed goods destined for use in capital 
eqUipment are not necessarily finished goods. But it is certain that the ulti­
mate finished goods of this class experienced smaller price declines than did 
the oommodities included in this index. The index oventates the decline in 
the average prices of all types of finished capital goods. 

A bia.~ in the same direction is present in the figures relating to cbanges 
in steel prices during recession, because of the rigidity of freight rates. The 
Federal Trade Commission, in its report on the steel code. states that on the 
average realized steel prlces are higher than the basing-point prices which are 
used in current index numben. 

Let p o:::::5tecl price in base year 
P1=Steel price in given year 
fodreight charges in base year 
f
1
=freight charges in given year 

Then Pl++fl_the 'realized price' relative 
Po '0 I 

We use P1:=the 'basing-point price- relative 
p. 

Since ~)!l 
fo Po 

P.+f.) p. Then-- -
p.+l. p. 

(when prices decline. because of the rigidity 

of freight rates) 

That is. the 'basing-point price' relative is smaller (showing a greater 
decline) than the "realized price' relative. "Thus, barring price·cuning and 
COntract sales at prices below current quotations. published dlanges in steel 
prices overstate the actual decline in pricei paid by purchasers of steel. 
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from the demand side towards lower prices was not strong. 
and conditions of supply tended to maintain high costs. Spe­
cial circumstances in the building industries worked to the 
same end. We should take account of this fact in appraising 
the price changes of recession. A longer perspective for the 
study of recent movements is provided by index numbers on 
a pre-War base. The relative positions of the two capital 

Producers' goods for 
use in capital equip­
ment, processed 1 

Building materials a 

WHOLESALE PRICES 

July Feb. 
I9zJ 1922 1929 1933 

100 165 161 124 

100 ]72 169 128 

PER UNIT PURCHASING 

POWER AT WHOLESALE 
July Feb. 

I9IJ 1922 1929 I9J} 

100 111 10'] 1M 

100 IJ4 III 150 

1 This index includes building materials; that previously presented, showing 
the decline from July 1929 to February 1933. did not. 
2 The index of building material prices is that of the U. S. Bureau of Labor 
Statistics for 1918-29. For the period following 1929 the index. is one COD­

structed by the National Bureau of Economic Research. In reducing whole­
sale prices of building materials to terms of purchasing power. a deOator 
was secured by splicing the general wholesale price index of the National 
BUreau of Economic Research to that of the Bureau of Labor Statistics. 
on the 1918 base, at 1929. 

equipment groups are best indicated by the purchasing 
power measurements in the right hand column of the table. 
The substantial price advantages enjoyed by sellers of capital 
equipment and building materials in 1922 had been reduced 
somewhat by 1929. Thereafter, the retarded declines of these 
goods during the recession resulted in further advances in 
their per unit worth. in terms of other commodities. In 
February 1933 such goods were worth from one-third to one­
half more. in terms of all commodibes, -rllanm 'l1l13. 

This situation is the more striking in comparison with the 
relatively low prices prevailing at the early stages of the 
productive-distributive process. The preceding chapter pre-
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sented a general account of this condition. showing the per­
sistence of low prices of materials. relatively high fabrication 
costs and relatively bigh prices of manufactured goods. The 
present evidence. relating to one important class of finished 
goods. confirms this. In the markets for capital equipment 
prices were high prior to the recession. and this condition 
became much more pronounced during the period July 
1929--February 1933." 

The existence. at the end of a phase of price recession. of 
relatively high prices for articles entering into capital equip­
ment is a post-War phenomenon for which there is little 
precedent in earlier economic experience. From 1907 to 
1908. when all commodities at wholesale declined 7·per cent 
in price. processed goods intended for use in capital equip­
ment dropped 12 per cent. This record may not be taken as 
representing a 'normal' reaction. but relative changes of this 
order were closer to the general pre-War experience than 
were the movements occurring after 1920. In this earlier 
experience a check to demand for new capital goods was to 
be expected even before the peak of prosperity; thereafter 
both output and prices fell; mid-depression found relatively 
low prices and low production. The prompt .revival of de­
mand and early recovery among industries producing capital 

2a The following index numbers. defining changes in the wholesale prices 
of raw producers' goods intended for use in capital equipment are notably. 
lower than the measurements relating to processed goods of the same general 
type. as cited in the preceding table. The two sets of index numben are 
not precisely oomparable. as to constitution, but their movements are broadly 
representative of the changes in prices of basic materials. in raw form. and 
the prices of more highly fabricated goods entering into capital equipment. 
The final figure given below shows raw materials of this type to have been 
28 per cent lower in price in February 1955 than in 1918. While the corre~ 
&pOnding measure for processed goods was 14 per cent above the 1918 level. 

1913 Z933 July i939' February z9JJ 
100 157 'S5 . 77 
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equipment that were thereby stimulated constituted one of 
the major forces contributing to general economic recovery. 
Against this background of more or less conventional cyclical 
behavior the relatively high prices of capital equipment duro 
ing the 1921-22 revival and their recalcitrance after the 1929 
recession were unexpected and disturbing. 

CONSTRUCTION COSTS 

The indexes of building material prices given in the pre­
ceding tables do not by any means represent all construction 
costs, even in building construction alone. Labor costs are 
another important item. Changing-technical methods, lead­
ing to alterations in the efficiency of construction work, also 
affect actual construction costs. In Table 7 we supplement 
the above account by a summary record of certain additional 
measurements, rather broader in scope, of construction costs 
during the period prior to the recovery of 1933-35. The 
expected lag of the usually more rigid elements of capital 
costs is found, in recession. Wholesale commodity prices fell 
32 per cent, from 1929 to 1932; the various indexes of con­
struction costs show declines ranging from 10 to 26 per cent. 

While these changes were occurring, the physical volume 
of construction of all sorts, as measured by indexes of the 
National Bureau of Economic Research, declined approxi­
mately 52 per cent. This drastic decline in the volume of 
construction is related, of course, to the lagging adjustment 
of construction costs to changing monetary values and to the 
concurrent drop in the total national income. Total national 
income paid out, in current dollars, dropped some 40 per 
cent between 1929 and 1932. Even if no other factors had 
been operative, the discrepancy between the declines in na­
tional income and in construction costs would have entailed 
a reduction in volume of construction. Added to this,· of 
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TABLE 7 

CONSTRUCTION COSTS IN THE UNITED STATES, 1915-193' 

A B 
~929 1932 IgIJ 1929 1932 

General construction 1 .00 76 .00 I", '57 
Building construction, actual costs t .00 74 .00 .85 '36 
Railroad construction a '00 8. '00· .60 '5' 
Utility systems t 

Water works .00 85 .00 .80 '53 
Electric light '00 80 .00 '78 '4" 
Street railway .00 85 .00 '70 '44 
Natural gas .00 go .00 .84 .66 
Artificial gas .00 86 .00 .85 '57 

Wholesale prices, all commodities" .00 68 .00 '56 <95 

1 Index of Engineering.News Record. This index. has four components. of 
which three' arc prices of materials (structural steel at Pittsburgh. cement 
at Chicago and lumber at New York) and one is wages (average wage for 
common labor in 20 cities) . 
.I Index of Turner Construction Company, N. Y. This index is based on 
actual costs encountered on Turner building construction work. The fonow~ 
ing facton bave been taken into account: labor rates; prices of materials; 
productivity of labor; efficiency of plant and management . 
• Index of Railroad Construction Costs of the Engineering Section, Bureau 
of Valuation, Interstate Commerce Commission. This is a:n index of accounts, 
including such items as grading. tunnel excavation, bridges, developed hom 
analysis of major construction contracts. 
4 Index numben of C. F. Lambert showing the current cost of construction 
of five utilities: 

" Water works: 25 systems, 68 items Street railways: 10 systems, 82 items 
Electric light: 25 systems. B4 items Natural gas: 15 systems, 58 items 

Artificial gas: 25 systems, 68 items 
o Index of U. S. Bureau of Labor Statistics. e 1910-14=100. 

course, is the notable elasticity of demand for the capital 
equipment and durable consumption < goods that make up 
the total volume of construction. Economic stress always 
brings intensified declines among these goods. 

Comparison of these various measurements on a pre·War 
base provides evidence of still more< notable shifts (see sec-
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tion B, Table 7). It is natural that the several indexes of 
construction costs should differ more widely among them­
selves, when changes over twenty years are compared. Sig­
nificant in this comparison is the fact that the index numbers 
of actual building costs and of railroad construction costs, 
which ,are directly affected by changing technical methods 
and by resulting gains in productivity, are substantially lower 
than the general index of construction costs, which is derived 
from the prices of basic materials and wage rates. The former 
are more accurate indexes of changes in the actual costs of 
construction work. From these it appears that such costs, in 
1932, were from 30 to 40 per cent higher than in 1913. But 
even these are far removed from the index of wholesale 
prices, which in 1932 was 7 per cent below the 1913 level. 
Construction costs stand with the costs of capital equipment 
in general, in this respect. During the whole post-War era 
they were out of line with commodity prices. When the 
favorable, perhaps fortuitous, circumstances that made pos­
sible rapid expansion of construction between 1922 and 
1929, in spite of high costs, ceased to prevail, a heavy reduc­
tion in volume was inevitable. With recession still greater 
disparities developed. Building and capital creation generally 
were excessively expensive undertakings at the low point of 
the depression. The price difficulties standing in the way of 
new investment were materially greater than during the 
preceding prosperity, when other conditions were more fa­
vorable to activity in this field. 

PRICE CHANGES AMONG CONSUMERS' GooDS DURING 

RECESSION 

The period of post-War expansion that ended in 1929 was 
marked, as we have seen, by relatively low prices of raw 
materials and by high fabricational margins. The first of 
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these conditions tended to lower prices to consumers. the 
second. which was the stronger. to increase them. During 
the decade following the War the prices of consumers' goods 
were persistently high. relatively to earlier standards. Refer­
ence has been made to certain fortuitous circumstances-the 
reaping of high speculative profits. the expansion of con­
sumer credit. and the maintenance of foreign sales through 
heavy American lending-without which such relatively high 
prices to consumers might well have checked the flow of 
goods long before '929. We tum to the record of recession 
among consumers' goods with this background in mind: 

The next table shows the net changes in the prices and 
purchasing power of consumers' goods. at wholesale. in com­
parison with the movement of general wholesale prices. after 
forty-three months of price decline. The decline in the aver-

Consumers' goods. aU 
Raw 
Pro<ZSSed 

All commodities 

WHOLESALE PRICES 
July February 
I9~9 I9JJ 

100 64 
100 56 
100 66 

100 6. 

PER UNIT 
PURCHASING POWER 

UulY'9'9='1°0 ) 
February I9JJ 

104 
91 

108 

100 

age wholesale price of consumers' goods. normally sluggish 
in their reactions to changed business conditions. was almost 
as great as that in the general price index-36 per cent as 
against 38 per cent. The smallness of the difference is at­
tributable in part to the influence of raw consumers' goods. 
that is. goods such as eggs. milk. fruits and vegetables which 
are ready for final sale without processing. Average prices of 
these commodities suffered a more severe decline than did 
processed consumers' goods. The shifts that these declines 
brought. with reference to the average value of all commodi­
ties at wholesale. are shown by the, measurements of per unit 
purchasing power. Consumers' goods. on the average. in-
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creased 4 per cent in relative worth during the recession. 
Ra", consumers' goods lost 9 per cent. while processed con­
sumers' goods gained 8 per cent in real worth. 

Referring these changes to an earlier base. we have the 
measurements given below. All consumers' goods and the two 

PER UNIT 
WHOLESALE PRICES PURCHASING POWER 

july Feb. july Feb. 
19I J 1922 1929 I9JJ 191J 1922 1929 I9JJ 

Consumers' goods, all 100 155 161 1"4 100 1"4 108 III 

Raw 100 154 17' 9 6 100 104 115 10 4 
Processed 100 155 159 106 100 1"4 106 115 

All commodities 100 148 150 9 1 100 100 100 100 

subdivisions shown were consistently higher in price than 
the average of all commodities. during the entire post-War 
period. In 1922 these groups showed a uniform 4 per cent 
advantage. with reference to 1913 relations. By July 1929 this 
had increased to 8 per cent for the general group of con­
sumers' goods; raw consumers' goods had risen to higher 
levels than processed goods. The recession increased the ad­
vantage of processed consumers' goods and reduced that of 
raw consumers' goods. But in February 1933. at the low point 
of the depression. both groups were above the 'all commodi­
ties' average. and the per unit real worth of consumers' goods 
as a broad class was 12 per cent greater than in 1913. 

Further evidence relating to the depression level of prices 
to consumers is provided by the following index numbers.'· 

PER UNIT PURCHASJNG POWER. AT WHOLESALE 
July Feb. july Feb. 
1929 19JJ 191J 1922 ,1929 I9JJ 

Processed cOnsumers' goods 100 108 100 1"4 106 "5 
Foods 100 9 6 100 95 10' 9 8 

Non-foods 100 119 100 "7 III lSI 

10 The price index numbers from which these measurements are derived are 
given in Appendices III and IV. 
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Among processed consumers' goods non-foods were respon­
sible for the high relative prices prevailing both before and 
after the recession. Food products ready for consumption 
remained close to the general average of commodity prices. 
while non-foods among consumers' goods have been con­
sistently above that average. At the low point of the depres­
sion the real worth. per unit. of processed non-foods ready 
for use was 19 per cent greater than in July Ig2g. 32 per cent 
greater than in 1913. Here was a major element in the high 
prices prevailing at the terminal stage of the productive­
distributive process. 

VARIATIONS IN LMNG COSTS AND RETAIL PRICES 

The quotations used above. in discussing prices paid by 
consumers during recession. have been drawn from whole­
sale markets. They should be supplemented by a record of 
price changes at retail. Available data in this field are far 
from satisfactory. with respect to both accuracy and coverage. 
Indeed. the degree of variation among retail quotations and 
the absence of standardization among commgdities marketed 
render it impossible to follow price changes at retail with the 
accuracy possible in the tracing of changes in wholesale 
prices. Index numbers for ,~ome scattered series are brought 
together below. for comparison with wholesale price mea­
surements.2f 

17 The cost of living index is that of the U. S. Bureau of Labor Statistics. 
with interpolations based on tbe index of the National Industrial Confer­
ence Board: The index numbers of retail food prices are also compiled by 
the Bureau of Labor Statistics. The index nu~ber of retail prices of cloth­
ing and home furnishings is constructed by Fairchild Publications: the 
Bureau of Agricultural Economics is respon~ible for the index of prices paid 
by farmers. The index numbers of consumers' goods and of all commodities 
at wholesale are computed by lhe Nationa~ Bureau of Economic Research 
(see Appendices III and IV). It should be rioted that the wholesale price 



ISO PRICES IN RECESSION AND RECOVERY 

July Feb. July Feb. 
'9>9 '9JJ 1913 1929 '9JJ 

Cost of living. industrial wage earners 100 74 100 '74 .. 8 

Retail food prices 100 58 100 169 97 
Retail prices of clothing and home furnish-

ings. in large department stores 100 1 59 
Prices paid by farm ... 100 66 100 151 100 

Consumers' goods at wholesale 100 64 100 161 1"4 
AU commodities at wholesale 100 60 100 '50 9" 
1 October 192!F1OO. 

During the general recession of prices from July 1929 to 
February 1933 the downward movement of prices paid by 
fanners paralleled the decline in all consumers' goods, at 
wholesale. Retail food prices and the prices of clothing and 
furnishings in large department stores declined more sharply. 
(The index of prices in department stores probably over­
states the degree of decline in the prices of clothing and 
home furnishings in the country at large. Sacrifice sales dur­
ing depresSion and rapid turnover of stock in department 
stores facilitate a more rapid reduction of prices than occurs 
among retail outlets generally.) But if we take account of 
all items in the household budget of the average industrial 
worker, including rent, we find a much less rapid decline. 
Living costs for industrial workers dropped some 26 per cent 
during the recession, as against declines of 38 per cent in all 
wholesale prices, and 36 per cent in the wholesale prices of 
consumers' goods. 

More marked are the differences when recession prices are 
referred to a pre-War base. Retail food prices dropped to 
about 3 per cent below the pre-War level. Prices paid by 
fanners fell to precisely the 1913 level. Living costs for indus­
trial workers stood, at the February low, 28 per cent above 
the 1913 level. 

index of the Bureau of Labor Statistics. on a pre-War base. is lower than 
that 01 the National Bu"",u. The Bureau 01 Labor Statilti .. index for July 
1929. on the 1915 base. is 138; for February 1955 it is 86. 
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We lack a comprehensive index of changes in the prices 
actually paid for goods by final consumers as a broad class. 
If we had such an index its movements would probably be 
closer to those of the industrial wage earner's cost of living 
index than to the specific retail price series. Many items in 
the average consumers' budget are sluggish in their price 
movements. slow to adapt themselves to the general price 
changes that occur during business expansion and recession. 
The contraction in the volume of geods marketed durmg 
depression reflects. in part, this lagging price readjustment in 
the face of sharp decreases in the wage, dividend and other 
disbursements to final consumers. 

The situation at the low point of the depression was thus 
marked by relatively low prices in the markets to which pri­
mary producers come as sellers, by high prices in the markets 
to which consumers come as buyers. It is the price~ in the 
latter markets, at the terminus of the entire elaborate process 
of production and distribution, that determine just how far 
effective purchasing power may go in moving goods. In the 
absence of offsetting factors such a condition would tend to 
clog the stream of trade and reduce the voll!me of goods that 
could be produced and sold. 

PRICES OF CONSUMERS' GOODS AND CONSUMER 

PURCHASING POWER 

The various records surveyed indicate that the consumer 
was adversely affected by the price changes during recession. 
In general, the prices of goods ready for consumption fell 
less than did the average of all commodity prices. But the 
real changes in the position of consumers are not accurately 
reflected in the fluctuations of any such general index of the 
prices of consumers' goods, whether at wholesale or retail. 
The unit prices of goods are of -central interest to the pro-



152 PRICES IN RECESSION AND RECOVERY 

ducer who is' buying and selling. Indeed the operation of 
the entire economic system is dependent upon the existence 
of suitable unit price relations at the various stages of the 
productive-distributive process. But the fortunes of consum­
ers at large are to be measured with reference to the buying 
power of aggregate income, rather than in terms of the aver­
age price, per unit, of. consumers' goods. It is now in order 
to bring together material relating to the aggregate pur­
chasing power of co!lsumers as a general class, during the 
recession, summarizing, at the same time, data for special 
groups previously presented. In doing. this we must deal with 
annual values, taking 1929 as the peak year of prosperity, 
1932 and 1933 as the low years of the depression. (National 
income was slightly lower in 1933 than in 1932.) Records of 
changes in the aggregate amounts of income paid' out are 
given in Table 8. 

The variations in the record of decline, for different 
classes of income, are notable, but our immediate concern is 
with the total. We have here a drop, between 1929 and 1933, 
of approximately 43 per cent. In comparison with die decline 
in this aggregate of money income paid out, the records of 
changes in the prices of consumers' goods have particular 
significance. In making this comparison we should have an 
index based upon comprehensive records of the prices actu­
ally paid by consumers at large for the goods and services 
they buy; this would make possible an accurate estimate of 
the change in the aggregate purchasing power of consumers. 
In default of such an index we may use the accompanying 
approximation. This index has been secured by averaging 
index numbers of living costs for industrial wage earners, 
prices paid by farmers for commodities used in family main-

19'9 19J' 19JJ 
Estimated prices of goods purchased 100 80 76 
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TABLE 8 

NATIONAL INCOME PAID OUT, BY TYPES OF PAYMENT, 
1929-1935 1 

153 

Percentages 01 Ig29 
z9:J9 Z9J2 z9JJ 

Salaries (selected industries) 100.0 59.8 53.8 
. Wages (selec;ted industries) 100.0 40 .8 41•8 
Salaries and wages (all other industries) 100.0 '10 •1 63-5 

Total labor "income 100.0 60.1 57.1 
Dividends loc;:t,o 46 .• 37.0 
Interest 100.0 97-5 go.o 

Total property income 100.0 71•1 62.1 

Net rents and royalties 100.0 41·9 564 
Entrepreneurial withdrawals 100.0 65·9 584 

Total entrepreneurial income 100.0 ·594 55·7 
Total inanne paid out 100.0 61'5 57·' 

1 See Table 58. Ch. VIII, for the data upon which these percentages are 
based. The basic figures are estimates jointly prepared by the U. S. Depart­
ment of Commerce and the National Bureau of Economic Research. Cf. 
Survey of CU'Tent Bwiness, July 1956; "National Income. 1929-1932", by 
Simon Kuznets, Bulletin 49, National "BUreau of Economic Research. (Ex­
planations of the entries and of the limitations attaching to various income 
estimates appear in the latter publication.) 

tenance, and prices of capital equipment and construction." 
Correcting by this index the figures measuring changes in 

total income paid out, we estimate a decline from 1929 to 
1932 of 23 per cent in the aggregate purchasing power of the 
national income paid out; from 1929 to 1933 the estimated 
decline was 25 per cent. There is, of course, a margin of 
error in these estimates, but it is safe to say that the actual 
decline between 1929 and 1932-33 in the volume of goods 
and services that could be purchased by income recipients, 
at prevailing prices, approximated 25 per cent." 

28 With weights of 8. 1 and 1, respectively . . 
II The decline in total production in the United States between 1929 and 
198' '",me to some 86 per cent: to 1933 the drop was 33 per cent. The figure 
~f 15 per cent siven in the text relates to· the sale of goods and services to 
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These general estimates of the loss -in consumer purchas­
ing power during the depression may be made somewhat 
more accurate for two groups of consumers, farmers and 
industrial wage eamers_ For these groups (whose real annual 
incomes reached depression lows in 1932) we have reasonably 
accurate records of changes in aggregate money income and 
in the average price paid for goods bought. Measurements 
for agricultural producers, given in an earlier section, are 
summarized below.'· The situation among farmers was in all 

Gross income of farme:rs 
Prices paid by farm ... 
Aggregate purebasing power of farmers 

Z9~9 Z9J~ 

1100 45 
100 ,/0 

100 64 

respects blacker than among consumers generally_ As a net 
result of declining gross income and of reduced buying 

those classed as income recipients. It does not include intermediate merchan­
dising transactions. 

A very large proportion of -income paid out' is expended for consumers' 
goods. DUring a severe recession the proportion so expended undoubtedly 
increases. at the expense of the amounts saved. Such a shift would meaD 
that the drop in sales to consumers would be less than the figure measuring 
the decline in total production. while the reduction' in the sales of capital 
goods would be correspondingly greater. Among consumers' goods. similarly. 
the drop in tbe sales of periabable goods would be I... tban the drop in 
durable gooda. 
so The original data were compiled by the Department of Agriculture; see 
Yearbook of A.griculture, 19!5. The relative for farm gross income. as given 
above. includes the farm value of products consumed by farmers and their 
families. in addition to cash received for products sold. The value of products 
retained. for consumption was estimated at '10524,000,000 for 1919. $g6o,ooo.-
000 for 1932. In estimating changes in the aggregate purchasing power of 
farmel'S. aggregate gross income bas been deflated by the index of prim 
paid by farmel'S. A slightly more accurate estimate would be seaJred if 
aggregate cash income were so deflated. and if there were added. to the pur­
'chasing power figure thus secured. an increment representing products re­
taine;d for consumption on the farm. This procedure would raise the index 
of aggregate purebasing power of larmen in '95. from Ii4 (on the 'g2g 
bale) to 65. 
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prices. farmers suffered a loss of some 36 per cent in aggre­
gate purchasing power. 

Changes in the actual living conditions of farmers are not 
measured. of course. by records of shifts in gross income. If 
we subtract from the gross returns of farmers all production 
expenses we have a remainder. representing cash available 
for family maintenance. that suffered a much more severe 
decline during the recession. On the positive side. however. 
account should be taken of farm products consumed on the 
farm. a relatively constant factor of considerable importance 
in maintaining the farmer's standard of living_ If we' com­
bine the purchasing power of the cash available to farmers 
for family maintenance with the actual physical.returns in 
the form of farm products consumed on the farm. we have 
a means of estimating changes in the real income of farmers' 
families. The loss between 1929 and 1932, on this .basis. 
probably approximated 40 per cent." 

The changing fortunes of industrial workers are shown by 
the following measurements." Here is an even sharper drop_ 

1929 19J2 
Total pay rolls of wage earners in manufacturing establishments 100 48 
Cost of living of industrial workers 100 8. 
Aggregate purchasing power of wage earners in manufacturing 

establishments 100 55 

11 Farmers were able to keep their losses within this limit only by drawing 
upon their capital. It is estimated by the Bureau of Agricultural Econoniics 
that depreciation charges on farms, in 1932, exceeded current capital ex· 
penditures by over 500 million dollars. In 1981 deferred replacements of 
the same type amounted to approximately 300 million dollars. (These 
figures and others cited above are given in Crops and Markets, July 1935. 
pp. 271- 2 .) 

8& The data of pay rolls arc compiled biennially by the Census of Manufac­
tures. Interpolation for the ~ear 1932 has been based upon pay rolls of the 
comprehensive sample of manufacturing industries covered by the U. S. 
Bureau of Labor Statistics. The index of, cos.t of living is that of the Bureau 
of Labor Statistics. 
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Cost of living lagged behind the drop in· total receipts of 
wage earners, with the result that the aggregate purchasing 
power of manufacturing wage earners fell 47 per cent be­
tween 1929 and 1932-

An index of the net income of wage earners in mining, 
manufacturing, construction, steam railroads, Pullman, rail­
way express and water transportation has a value of 41 in 
1932, 1929 being 100 (see Suroey of CUTTent Bwiness, July 
1936, p. 16). Correcting this net income figure by the index 
of living costs, we secure an estimated index of 51 for aggre­
gate purchasing power-a drop of 49 per cent from 1929 to 
1932 • 

For these groups, in even more pronounced form than for 
consumers at large, the sharp decline in money income with­
out corresponding declines in the prices of goods purchased 
brought drastic losses in their aggregate purchasing power; 
the consequent reduction in the demand for finished goods 
tended to reduce the sources of their incomes stilI further. 
Here is one segment of the vicious circle that is set up during 
a period of recession and liquidation. 

PRICE RELATIONS AND PROBLEMS OF RECOVERY 

The manner in which a modern industrial economy reacts 
to the forces of recession depends partly upon the incidence 
of those forces, partly upon the attributes of the various ele­
ments of the economy thus exposed to strains of readjust­
ment. The active push that impels readjustment may come 
from different quarters at different times, and differences of 
origin will be reflected in the statistical records of different 
periods of recession. Such differences lead to departures from 
uniformity among recession movements. Perhaps more im­
portant, to the student of cyclical movements, are the modes 
of reaction of various economic elements to the forces of 
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recession. Similarities in the behavior of important elements 
at different times would tend to create a pattern, even though 
there were no uniformity in the initiating forces. The his­
torical record yields evidence of such similarities in behavior, 
in cycles widely different in tinIe, space and attendant cir­
cumstances. But here again a factor of variation is introduced 
by secular change in the attributes of economic elements. 
Important variations in behavior may be due to such struc­
tural changes, representing differing responses rather than 
differences in the forces at work. 

As a background for the study of the price recession of 
1929-33 we have sketched the movements of a preceding 
period. Among these movements some were noted that 
tended to alter the attributes of the price system, and thus to 
affect its behavior under the stress of a major recession. The 
detailed record of the recession, as given in this chapter, 
represents the resultant of a composite of varied forces and 
conditions. We may not clearly disentangle movements due 
to the pressure of specific forces from shifts representing dif­
fering capacities for readjustment under stress. But in seek­
ing to understand the changes occurring eluring the years 
1929-33 it will be well to think in terms of the structural 
modifications brought by the- twenty preceding years. 

Four years of recession ~eated a price situation at the be­
ginning of 1933 that was marked by certain -outstanding 
characteristics. Prices to consumers of finished goods were 
high, relatively to the prevailing price level; prices of raw 
materials, on which the incomes of important consuming 
groups depend, were very low. Prices received by producers 
of agricultural products, in particular, -were seriously de­
pressed, while the prices paid by farmers for goods needed 
for production and for family maintenance were high. Low 
prices of industrial raw materials, together with relatively 
high prices for finished goods, -put manufacturers in an 
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advantageous position on the operating side. This price ad­
vantage, of course, failed to yield a corresponding reward in 
the form of real income as long as the volume of production 
and sales remained unusually low, but it offered attractive 
potential profits. On the investment side, however, there 
prevailed relatively high prices for goods entering into capi­
tal equipment and for building materials. This circumstance, 
with others, tended to restrict activity in industries produc­
ing capital goods. A factor that has in the past served to 
stimulate revival from depression was thus reduced mate­
rially in potency. 

Certain of the problems of recovery centered about these 
conditions: How was the flow of goods to-"consumers to be 
stimulated with the real value of raw materials so low, in 
comparison with earlier standards, and the real value of 
consumers' goods so high? How was activity in industries 
producing capital goods to be restored, with production and 
sales of finished goods low in volume and with the costs of 
"new equipment high, relatively to the value of commodities 
in general? 

With respect to the first of these problems three alterna­
tives existed, on the price side (with corresponding adjust­
ments, of course, in the physical processes of production and 
consumption): (I) resumption of activity under the then 
existing conditions-low prices for raw materials and rela­
tively high prices to consumers; (2) continued liquidation of 
finished goods until something approaching pre-recession 
parity with raw materials was restored; (3) restoration of 
more satisfactory terms of exchange between raw and finished 
goods through advances in the prices of raw materials, rather 
than through further liquidation of manufactured goods. 

Of these alternatives the first, a resumption of activity 
under the price conditions existing at the low point of the 
depression, was not impossible. A modern economic system 
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does not function under one rigorously prescribed set of 
conditions; it may adapt itself to a variety of situations. 
However. with a gap as wide as that prevailing in the winter 
of 1932-33 it was highly improbable that working relations 
among economic elements could be restored on the basis of 
existing price conditions. The modes of using productive 
resources. investments of capital. the economic distribution 
of man power were not adapted to the price relations that 
prevailed after four years of deep disturbance. Radical shifts 
in the distribution of income and enduring changes in the 
status of economic groups would have been entailed. changes 
more profound and disturbing than would have been ac­
cepted without continuing social unrest. The restoration of 
price relations closer to those prevailing earlier. a restoration 
to be effected through continued liquidation of prices still 
substantially above the average or through the raising of the 
most seriously depressed prices. seemed to be an essential 
condition of economic recovery. The second problem. on its 
price side. reduced to a similar question: could the prices of 
goods entering into capital equipment be brought more 
closely into line with other prices. either th~ough raising the 
latter or reducing the prices of capital goods and building 
materials? 

It is helpful to think of Pte problems of recovery in terms 
of these general price relations. but emphasis should alsQ be 
placed uppn the ,pecific character of the price relations and 
profit opportunities' that actually motivate the decisions of 
business men. No man decides whether he should open his 
factory. or increase his output. or embark upon a new line of 
activity after comparing general index numbers of the prices 
of raw and processed goods. The price and cost relations and 
the market opportunities upon which judgments are based 
are particular relations and opportunities, involving indi­
vidual commodities and particular markets. No index num-
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bers of average prices can define the host of specific situations 
that confront the thousands of individual business men 
whose decisions determine the course of economic events. A 
given person may find a particular situation favorable for 
profitable activity when the general outlook is blackest. In­
deed. the price disparities that work to the disadvantage of 
some economic groups may be offering new opportunities to 
others. Declining material prices lower the incomes of pri­
mary producers; they reduce production costs to manufac­
turers. Always. the key to an economic situation lies not in 
the general relations defined by gross index numbers but in 
the innumerable relations between specific buyers and spe­
cific sellers. 

The justification for using index numbers and for thinking 
in terms of general relations. in spite of the specific character 
of the situations that actually affect business judgments. is 
two-fold. We do not have and cannot secure detailed informa­
tion about countless specific relations. Moreover. such aver-

. ages as we have are fairly reliable guides to the situations 
that confront the majority of business men. Single swallows 
do not make summers; isolated profit opportunities may be 
highly important in creating little centers of recovery. but 
the factors affecting the great tides of business change may 
be defined with reasonable precision by the available aver­
ages. This is the chief justification for basing our reasoning 
on general movements and average relatiQ.ns. But it is the 
part of wisdom to remember that behind these averages. 
often defying them. are countless men. working under ad­
verse conditions to discover or develop little areas of strategic 
advantage. These are the energizing factors in business re­
covery. 

The problems of recovery in 1932 and 1933 ramified. of 
course. far beyond the markets in which buying and selling 
prices were set. Conditions of production affecting each com-
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modity group were involved. Wages, overhead charges and 
alI other elements of production costs were highly relevant 
factors. Changes in productivity and their various possible 
effects on pr-ices and on the distribution of income were im­
portant elements of the situation. The volume of income 
and of potential purchasing power available to the various 
producing and consuming groups, and the wiJIingness to 
make use of such purchasing power, entered into the tan­
gled problems of readjustment. Subsequent chapters will be 
concerned with the events of revival and the course of re­
covery among particular elements of this complex situation. 



CHAPTER IV 

THE WORLD PRICE STRUCTURE IN RECESSION 

AND RECOVERY 

THE movements of prices. of production and of purchasing 
power during recession and recovery in the United States 
were aspects of world-wide swings_ It is true that national 
economic boundaries have been more sharply drawn in re­
cent years. but the world retains many qualities of a single 
economic unit. Whether we will . or no. weare affected by 
the major forces that influence the course of economic events 
in other industrial countries. We shall better understand 
domestic movements; therefore. if at this point we survey in 
a general way the world situation created by recession. and 
follow the major changes of more recent years in the cur­
rents of world trade and the fluctuations of prices and costs 
in important industrial areas_ In some respects these have 
paralleled the internal shifts discussed in tracing the course 
of events in the United States. but the world picture is painted 
on a much broader canvas. And the restoration of a normal 
volume of world trade involves. of course. many elements 
quite foreign to the domestic situation_ 

In 1929 aggregate world production and the pbysical 
volume of world trade reached a peak. for the post-War 
decade. Fairly steady progress during the preceding five years 
had brought substantial recovery. in respect of physical ac­
tivity. from the depressed conditions of the early years of 
the decade. World-wide recession in 1929 reversed this move­
ment. Within three years world production of primary prod-

162 
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ucts-crude foodstuffs and industrial raw materials-declined' 
about 10 per cent. The volume of manufactures and construc· 
tion dropped more sharply. The physical volume of world 
trade felI 26 per cent. The number of unemployed workers 
throughout the world increased, by rough estimate, from 
some ten million in 1929 to about thirty million in 1932.' By 
that year the major force of the recession was spent. The four 
years folIowing brought conflicting movements. Moderate 
improvement occurred in some areas; deRation persisted in 
others. Numerous obstacles impeded a restoration of full 
activity, but in general the forces of recovery dominated ·the 
diverse cross-currents of change of the period 1932-36. On a 
world view, thhe were years of halting revival. 

The price changes that accompanied this tremendous eco· 
nomic upheaval were fi!,ore extreme than the physical move· 
ments. Our present concern is with the alterations th:n 
occurred within the world price structure under the impact 
of recession and the stimulus of revival. 

RECESSION AND RECOVERY IN WORLD PRICES: A GENERAL 

VIEW. 

A general picture of the sweep of the recession as it spread 
swiftly from country to country through the delicate mech· 
anism of international price relations has been given in 
Chapter I. The measurements there employed relate to na' 
tional currencies, an appropriate procedure when chief in­
terest attaches to domestic conditions in the various coun­
tries. But the picture is quite incomplete if such changes 
alone are considered. For during the period covered by this 
record country after country depa!ted from the gold stand· 

'Cf. World Economic Surot'j, '9J'-JJ (League of Nations. Geneva. 1933). 
p. log. 
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ard; dual currency systems were created throughout the 
world. The concurrent existence of gold standard and non­
gold standard currencies exerted a great influence on the 
course of price movements and on the general economic 
fortunes o£ the various countries concerned. 

TABLE 9 

PRICE RECESSION IN THIRTY-TWO COUNTRIES, 1918-1956 
A SUMMARY OF CHANGES IN INDEX NUMBERS OF WHOLESALE PRICES 

(Price movements 4ft' hue metlluretl in gold values.) 1 

PERCENTAGE 
DECLINE FROM 

DATE AT 'wmCJt pa£·R.ECES5ION 
DATE OF PIlE- LOWESI' POINT HlGRTO 

IlECESSlON HIGH WAS REACHED LOWEST FIGVRB 

Japan B October 1929 March '955 -'/' 
Argentina B May 1918 May '954 -68 
Peru March 1929 November 1958 -67 
Egypt (Cairo) November 1918 September 1953" -66 
Australia September '9·9 March '955 -64 
India (Calcutta) September 1929 March '955 -64 
Estonia' March 1929 Aptil '935 -61 
Denmark I February '9'9 March '955 -6, 
Sw~en May IgIB March '955 -59 
Chile·. March 1919 March 1955 -S8 
New Zeala.,.d September 1929 March 1955 -S8 
Nonvay August 1918 March 1955 -S8 
Canada August 1919 August 1955 -57 
DUlch East Indies.l May 1919 March 1956 -57 
United K.ingdom March 1929 March 1955 -S7 
Jugoolavia' May 19.8 August. 1954 -S7 
Belgium' March '9'9 April 1935 -S6 • Finland Augpst 1918' March 1955 -S6 
Bulgaria I April 19'9 January '954 -S5 
Union of South Africa October 19.8 April 1955 -S5 
U~ited States july '9·9 April 1954 -S5 
Spain a December 1928 September 1954- -S5 
Netherlands 2 • March '9'9 April '953 -Sl 
France :I March 1929 July '955 -S' 
lIunM' tofard! '?I~ November '?55 .,8 
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TABLE 9 (cont.) 

PRICE RECESSION IN THIR'IY·TWO COUNTRIES. 1928-1956 

PERCENTAGE 
DECLINE FROM 

DATBATWHICR PIlE-RECESSION 

DATE OF PJ.E- LOWESI' POINT HIGH TO 
ltECESSION HIGH WAS REACHED LOWEST FIGURE 

Poland" March 1929 March 1936 --48 
Italy' March 1929 May 1934 -47 
Coechosiovakia • FebPJaty 1929 April 1954 -45 
Austria' May 1929 April 1955 --40 

Switzerland J july .'929 March 1955 --40 

Latvia I March Ig18 June 1954 -S8, 
Germany' July 1918 April 1955 -S6 

SOUllCES: League of Nations Year-Book. z9J4-J5; pp. 2198; Monthly Bulletin 
0/ Statistics. League of Nations. Geneva. 
1 For an explanation of procedure. see Appendix IX. 
t Countries on gold standard. March 1936. • Official foreign exchange c:ont.{Ol. 

The char;u:ter 01 the world price recession, in gold values, 
is indicated by the entries in Table 9. The various national 
index numbers are not fully comparable, since they differ 
in respect of the number and character of commodities in­
cluded and in technical methods of calculation. Under iden­
tical economic conditions, in recession, these differences 
would cause some variations among the declines recorded. 
However, variations due to instrumental differences of this 
sort would be far smaller than those actually recorded. It 
would be well if we had comparable index numbers fqr 
different countries, but in default of these we may use the 
measurements available, recognizin8 that some of the dif­
ferences observed may be' instrumental rather than truly 
economic. 

The price declines of recession, in gold values, ranged 
from 36 per cent for Germany tO'1 per cens for Japan. The 
median decline for the thirty-two countries was 56 per cent, 
as compared with a median decline of 36 per cent in terUlS 
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of national currencies (see Chapter I). The declines in gold 
prices were more severe and. as is to be expected. show less 
variation from country to country than do. the measurements 
based on national currencies. In general. the average decline 
of wholesale prices in terms of gold values was less in gold 
standard countries than in non-gold countries. 

We may carry the comparison of price movements in gold 
standard and non-gold standard countries through recovery 
as well as recession (Table 10 and Figure 7). For this pur-

TABLE 10 

MOVEMENTS OF WHOLESALE PRICES ~N GOLD STANDARD AND 
NON-GOLD STANDARD COUNTRIES. 1929-1936 

NET eHA 
MAIlCH 1929 TO 

AUGUST 1951 

"0 Countries oft 
6 :; gold standard 
n'g Price 
'C!'! in -. C: na-

NGE (PE 
AUGUST 1931 TO 

MAIlCH 1985 

"d Countries off 
S :; gold standard 
rJ -g Price 

-S ~ in 

_g~ tional 
o 50 cur-

c"d na-
Price S '0 tional Price 

in (J be cur- in 
gold rency 

Dutch East Indies -51 
France --IS 
Germany 1 -21 

Hungary 1 -31 
Latvia 1 

Netherlands 
Poland -so 
Switzerland --&4 
Belgium 1 --&9 
tzechoslovakia 1 --&5 
Estonia 1 -liS 
United States -liS 
Austria 1 -17 
Bulgaria 1 ..!..s6 
Canada -lI6 
Chile 1 -14 

gold rency 

-50 
---00 

-'7 
II 

-lI 
-lI5 
-'4 
-'7 

.8 

.0 

'5 
.6 

-5 -lI6 
---0' --&4 
-9 --&4 

+119 +'4 

.. CENT) 
MARCH 1955 TO 

MARCH 1956 
• "d Countries oft' 
5 :; gold standard 
C -g Price 
'C!! in -. ;:: "d Da· 
_S 0 tiona] Price 
V tID cur. in 

reocy gold 

-11 

--4 
+'4 
+" 
+4 
+8 
's 

+. 
+'5 -'7 
+9 -9 

1-11 -S· 
+5' ---0. 

+. +5 
+6 +9 

+u -lI. 
+5 --48 
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TABLE 10 (cant.) 

MOVEMENTS OF WHOLESALE PRICES IN GOLD STANDARD AND 
NON-GOLD STANDARD COUNTRIES, '929-'956 

Denmark 1 

Egypt (Cairo) 
Finland 
India (Calculla) 
Italy' 
jugoslavia • 
Norway 
Sweden 
Union of 

NET C H ANGE (PE 
MAIlCH 1929 TO 

AUGUST 1931 

"t:I Countries off a :; gold standard 
Ii 'g Price 
'B ~ in 

AUGUST 1931 TO 
MARCH 1988 
"0 Countries off 

g ~ gold standard 
13 c:: Price 
'B~ in 

;: 'til na­ao tional 
bD cur­

rency 

c"d na-
P~ice _6"0 tiona! Price 

10 0 bD cur- in 
gold rency gold 

+'5 -56 
---"4 ----47 
+'0 --35 
_11 ;-87 
-18 -15 

---9 --29 
+. -54 
----4 -55 

South Abim -.6· 
United Kingdom ---"9 
Argentina 1 -11 ---41 

-a' -87' 
-I -81 

-2 -11 

Australia 
Japan' 
New Zealand 
Peru 
SpaiD 1 

Median change 
Unweighted --26 
Weighted I -25 

Number of countries 26 

-22 ---40 

-55 ---,,6 
-10 -18 

--8 -56 
+_ ----40 

_11 -88 -16 

-22 -4C -17 
6611 

-5 -50 

+'7 -50 

---" -59 
o ----4' 
~ _11 

----4 -52 
-2 -81 

20 20 

• Official foreign exchange control (a5 of March '956). 

R CENT) 
MARCH 1983 TO 

MARCH 1936 

"t:I Countries off 
S :; gold standard 
11"8 Price 
·c 5 in a; na~ 
6 '0 tional Price 
U be cur- ~ in 

rency gold 

+'3 -5 
+26 +9 
+2 -'3 

+ll -5 
+21 6 +14· 
+5 +5 
+9 --8 +,. --8 

+", +,. 
+.6 
+,. 
+8 
+5 

+" 
+5 

--8 
--8 

-4 

z April 1929 to July 1981. 8 July 1981 to April 1985 . 
• March 1988 to October 1935. 15 April 1988 to April 1956. 
II In computing the Weighted median. the weight of each country is based 
upon the relative importance of its foreign ·trade in 1929. 
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FIGURE 7 

WHOLESALE PRICES IN GOLD STANDARD AND NON-GOLD 
STANDARD COUNTRIES, 1929-1936 
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pose we divide the period of recession and recovery into 
three parts: March 1929 to August 1931 (Great Britain de­
parted from the gold standard in September 1931); August 
1931 to March 1933 (the United States departed from the 
gold standard in April 1933); March 1933 to March 1936. 
(The first phase is dated from March 1929. as that month 
marked the high point of prices in a considerable number of 
European countries.) 

From March 1929 to August 1931 the median (un­
weighte(l) decline of wholesale prices in twenty-six countries' 
on the gold standard during the entire period was 26' per 
cent. For six countries not on the gold standard at the end of 
the period we have two sets of records for comparison with 
this figure. Wholesale prices in these countries suffered a me­
dian decline of 11 per cent. in terms of national currencies. 
In gold equivalents. the median decline in these six countries 
amounted to 38 per cent. Departure from the gold standard 
was apparently associated with less drastic declines in do­
mestic prices. In terms of gold, however, prices in the coun­
tries olf the gold standard fell even more sharply than did 
prices in gold standard countries. This accentuated decline 
of gold prices in countries olf the gold standard tended, in 

. so far as international trade competition persisted, still fur­
ther to depress prices in countries remaining on the gold 
standard. 

The next period of nineteen months covers the interval 
between the dropping of the gold standard by Great Britain 
and by the United States. In the twelve countries remaining 
on the gold standard prices continued to decline at about 
the rate prevailing during the preceding period of twenty­
nine months. The median decline for these countries was 16 
per cent. The twenty countries olf the gold standard show 
median price declines of 4 per .cent in terms of their re­
spective national currencies. The history of the earlier period 
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repeated itself, except that the group of non-gold standard 
countries was much larger and economically more signifi­
cant_ Where currencies were depreciated the drop in do­
mestic prices was checked_ Great Britain's decline of 29 per 
cent during the first period was followed by a decline of only 
2 per cent in the second period_ But the very move that 
served to check domestic declines exerted a downward pres­
sure on world gold prices_ The gold equivalents of the na­
tional currencies of the twenty countries off the gold standard 
during this second period suffered a median decline of 32 
per cent_ 

Only eight of the original list of thirty-two countries were 
on the gold standard • during the ihira"period. In five of 
these countries gold prices advanced; the median gain was 
2 per cent. In the twenty-four countries off the gold standard 
domestic prices registered a median advance of 11 per cent. 
The gold equivalents of these domestic prices dropped, how­
ever, the median decline being 6 per cent. But the situation 
as a whole clearly reflects a lessening of the downward pres­
sure on gold prices. Liquidation was checked, and the basis 
of price recovery was being laid. We deal with this phase in 
later pages. 

WORLD PRICE RELATIONS IN 1933 

In discussing the structure of world prices as it existed in 
1929 emphasis was placed on the effects of the long period 

2 The introduction of various types of exchange control renders it difficult. 
in some cases. to distinguish gold standard from non-gold standard countries. 

In September 1936 the government of Ftance announced measures for the 
reduction of the gold value of the franc. This step was followed by similar 
action by the Netherlands and Switzerland, and at a later date by Italy. 
International price relations. as well as the internal price structures of the 
countries immediately concerned. will. of course. be profoundly allected by 
these changes. 
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of economic non-intercourse (or of intercourse upon dis­
torted and necessarily temporary bases) which began in '9'4 
and which extended. for some countries. to the middle of the 
decade of the ·twenties. As a result. in large part. of this non­
intercourse. world prices and other elements of the world 
economic structure were not in gear when commercial and 
financial relations were generally restored. Disproportionate 
and unbalanced developments had occurred' during ,the 
preceding years in different parts of that structure. By '929 
definite progress towards a more stable basis of economic 
intercourse had been made. though many of the faulty adjust­
ments growing out of the period of non-intercourse persisted. 
We turn now to a brief survey of the situation existing early 
in 1933. with reference to the structure of prices and costs 
then prevailing. This will be done in general terms. Various 
supporting data will be presented in the next section. in 
which primary emphasis is placed upon the movements of 
recovery. The discussion of the situation in 1933 may fall 
under three headings. dealing with disparities in price levels. 
disparities in production costs. and disparities in the prices 
of commodities in certain groups of major i!Dportance. 

DISPARITIES OF PRICE LEVI;U 

Unequal and considerable changes in national price levels. 
occurring over a relatively short period. throw international 
trading relations out of adjustment. This statement is axio­
matic. as applied to a world economic system that operates 
on the basis of price relations; for any changes in the whole­
sale price levels of trading countries. particularly unequal 
changes. will entail numerous and unequal changes in the 
individual prices on which trading. relations are based. Some 
of these shifts may tend to stimulate the import or export 
of particular com~odities. but the' net effect of wide altera-
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~ions will be to destto¥. tlje· prospem. of profitable commerce 
'an4 to cramp trade." ..' .. 

The 'wide diversity of ~~ decline~ ill; ~holesale prices in 
'different countri~s between· 19119 and.1'933 has already been 
noted. In te~S' of' nati\nla,J;. 'Currelicies the price level in 
. Chile, in 'February 1938.' W3!\.79 per cedt above that of 1929, 
and in w .Qu.tch ;East: Indies. 50 per cent below that level. 

"'these 'II/'ere the two."extremes between which the other na­
tibi)ai price levels ranged. On a common gold basis the index 
numbers,· with reference to 1929 as 100, range from 37 in 
Japan to 89 hi Chile (see Table 13). "It is not surprising that 
the delicate relations of trade suffered from these tremendous 
inequalities of change. Here was one-important factor in the 
decline of 61 per cent in the aggregate value of world trade 
and of 26 per cent in its volume, between 1929 and 1932. 
(Other factors, notably rising tariff walls and the practical 

cessation, of international lending, contributed, of course, to 
the trade decline.) 

The 1929 standard of reference is not perfect. It is far 
from certain that world economic relations itl that year were 

a It is not true, of course, that unequal changes in national price structures 
are always a causal factor in throwing international trading relations out of 
adjustment. During a period of non-mtercourse. or of intercourse restricted 
by high quota or tariff barriers or other factors. the elements of national 
price structures ,.,ill inevitably get out of alignment. Price disparities develop 
under these conditions because of restrictions on trade. But if monetary or 
other forces present during a general recession press upon national pri~ 
structures. bringing wide and unequal changes, the international price dis­
parities thus set up may playa causal role in checking the movements of 
goods and forcing a readjustment of commercial relations. Not all the inter­
national price disparities that developed after 1929 were of this latter type. 
but there is no doubt that a great many of them. were. The violent changes 
that price recession brought, all over the world. created conditions definitely 
advene to the continuance of trade upon existing terms. It is true that 
opportunities for new trade may be created by the very changes that impede 
the" previously existing trade. but the adaptation of national economies to 
new conditions of world trade is a painfully slow process. 
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adjusted to continuing. and effect~ve international coopera­
tion. We may not assume, 00 the ot!iei hand, that pre-War" 
relations constitute an' ideal. standard against which to mea­
sure current conditions, 'but ·ids desirable'that we view the! 
price relations ~f 1993~ith t~ferC;-!lce' .t'o' .. t!tis. earlier stand-. 
ard. In terms of national currencies imago: a pre!Wa: base. 
the price levels of 1933 were very ~itlelY. 'sCattered indeed. 
(see Table 14). Index numbers of wholesale prkes'rl!'Dge.c( 
from 72 for Egypt to 653 for Czechoslovakia imd.' 183~ 'tor' 
Bulgaria. Great differences in internal economic relations are 
indicated by these widely discrepant figures. Commodity 
prices in terms of gold were muCh more compactly grouped, 
.as is to be expected. Even· here, however, the price level' of 
one country (Egypt) was cut in half over this twenty·year 
period, while Chile, at the other extreme, had a price level 
above that of 1919. 

In this survey our interest is not in index numbers of 
wholesale prices as mathematical abstractions. We have used 
such measurements because we may learn something from a 
study of their comparative values about the innumerable 
individual relations that tie national eco!)omies together. 
The existence of differences in average wholesale prices 
means that similar (and greater) differences prevail among 
the numerous elements of different national price structures 
which must be in adjustment if the international exchange 
of goods and of services is to be effected. The abnormalities 
of the War years, the chaotic currency conditions of the years 
immediately following and, finally, the tremendous economic 
disturbances that began in 1929 all tended to shatter these 
adjustments. During the two decades that followed 1914 
national economies were exposed to the play of a wide vari­
ety of forces, differing greatly in strength and incidence' frpm 
country to country. A world economic system integrated over 
more than forty years of peaceful development, during which 
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its component parts were affected by the same general forces, 
was shaken into separate elements. The forces playing upon 
these elements tended to lose their common character, be· 
coming specific and diverse. That these elements were out of 
adjustment, and materially so, at the end of twenty years of 
stormy weather, gives no cause for wohder. The wide diver­
gence of wholesale price levels in different countries consti­
tutes one evidence of deep-rooted international maladjust­
ment. 

DISPARITIES OF PRODUCTION COSTS 

Among the most important ele!llen~. of national price 
structures are the various costs that enter into the production 
of the staple articles of international commerce. The com­
petitive positions of industrial countries in world markets 
depend, obviously, upon relative production costs. The prof­
itability of trade depends upon the relations between these 
costs and corresponding seping prices. When costs are out 
of adjustment with possible selling prices, or when the rela­
tions among cost structures in different industrial countries 
are suddenly disturbed, international trade is immediately 
affected. 

Production costs are determined by a host of elements­
wage rates, living costs, interest rates, the cost of materials, 
fuel and power, the degree of development of mechanical 
equipment and the technical arts, the skill of labor and many 
other factors. When commercial relations among the trading 
nations of the world have been maintained for some time a 

I 

condition approaching equilibrium is attained among their 
cost structures, and the flow of trade IS cased upon these rela­
tions. Alterations are always occurring as wages, living costs, 
industrial productivity and other factors change in the dif­
ferent countries, but such alterations are slow in normal 
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times. and trade is adjusted to them without severe strain. 
From '9~9 to '933. however, changes in production costs 
and in the competitive positions of trading nations were 
pronounced. These differences. superimposed upon those 
already existing in 1929. modified substantially the relations 
upon which trade had been based. The commercial chaos of 
the depression period was due in no small degree to these 
modifications. 

A general cause of challges in the relations among the ele­
ments of production cost in different countries is found in 
the unequal declines of price levels in these countries during 
the depression and in the diversity of price movements that 
preceded the depression; for wages and overhead charges are 
notoriously slow to adapt themselves to changes in the value 
of money. After a price rise such costs are relatively low; 
after a price fall they are relatively high. In general those 
countries that had passed through inflationary movements 
prior to 1929 were characterized by low production costs in 
that year. while countries that had passed through defla­
tionary movements were characterized by high production 
costs.' The inequalities of price declines befween 1929 and 
'933 introduced further modifications into the situation. 

The nature of some of the notable changes that occurred 
during recession in the competitive relations of different in­
dustrial countries is shown in Table 11. Here index numbers. 
measuring changes in the value of the dollar. in terms of 
foreign currencies. are contrasted with index numbers. of 
food prices. cost of living and wage rates expressed as per-

'Italy constituted something of an exception. Although Italy had passed 
through an inftationary movement during the post-War era, the currency 
had been stabilized at a level that was high. with reference to the domestic 
structure of Italian prices and their relation to world prices at the time of 
stabilization. 
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centages of corresponding measurements for the United 
States. 

TABLE 11 

INTERNATIONAL VALUES OF THE DOLLAR AND VARIOUS SERIES 
RELATING TO PRODUCTION COSTS 

A COMPARISON OF MOVEMENTS, 1929-19321 

INDEX. 
NUMBERS OF VALUES INDEX NUMBERS 

OF THE DOLLAR IN IN DECEMBER. 1982 AS PER.-
TERMS OF CURRENCIES CENTAGES OF CORRESPONDING MEA.-

OF FouaTEEN COUNTRIES SUREMENTS FOR THE UNITED $fATES 

(I929=100) 
Dec. Food Cost of Wage 

I929 I9J2 prices living rates 
United States 100 100 '100 100 100 

Australia 100 185 116 103 1 94 
Belgium 100 100 116 110 107' 
Canada 100 115 100 104 10']' 

Czechoslovakia 100 100 159 123 110' 

Denmark 100 156 126 "7 120 

Estonia 100 100 97 99 108' 

France (Paris) 100 100 15{ U12 116-
Germany 100 100 115 100 9' 
Italy 100 105 124 106 100 

Japan 100 ,., IS' 105 10' 
Netherlands 100 100 118 108 106 

New Zealand 100 161 115 105 97 
Poland 100 100 97 94 97 
United Kingdom 100 149 131 115 III 

1 This table follows the general form of one prepared by J. B. Condliffe. 
appearing in his article "Exchange Rates and Prices" in the Index (Svenska 
Handelsbanken). January 1935. (A more extended -discussion of the data and 
techniques used is given in World Economic Survey, I9JJ-r9J4, League of 
Nations. pp. 47--s1.) In the present table dollar values are used, rather than 
sterling values. as in Condliffe's table~ 

The basic data of exchange rates. cost of living and food prices are given 
in the Statistical Year~Book. 1934-J5. and the Monthly Bulletin 01 Statistics 
of the League of Nations. Wage rates are from the International Labour 
Review (articles on "Statistics of the General Level of Wages'1 . 
• Lost quarter • 
• Annual figure. 
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The interpretation of this table may be suggested with 
reference to the measurements given for the United King­
dom. At the exchange rates prevailing in December '932 the 
dollar was worth 49 per cent more. in British pounds. than 
in '929' If the relations of '929 were to be preserved. food 
prices. wages and other elements of cost in the United King­
dom should also have been 49 per cent higher than the cor­
responding American figures. with reference to 1929 parity. 
In fact. food prices were only 3 I per cent higher. cost of 
living '3 per cent higher. and wage rates II per cent higher.' 
These relations meant that the United Kingdom enjoyed a 
competitive advantage over the United States in December 
'932. to the extent that these various series truly represented 
production costs. and in the degree that world markets were 
open to free competition. 

The various measurements in Table II and the graphical 
representation in Figure 8 are worthy of careful study. for 
they summarize certain of the most significant aspects of 
international trading relations at a date close to the bottom 
of the depression. They indicate that Japan and five coun­
tries of the sterling bloc (Australia. Canada; Denmark. New 
Zealand and the United Kingdom) stood in relatively favor­
able competitive positions at the end of '932. Wages. living 
costs and food prices-all important (and related) factors in 
costs of production-had not risen commensurately with the 
declines in the dollar values of their currencies. At the other 
extreme. with costs high relatively to dollar costs and the 
dollar values of their currencies. were France. Czechoslovakia. 
Belgium and the Netherlands. In a middle group. not far 
removed from the United States. stood Germany. Italy. 
Estonia and Poland. 

"Here. as in all international comparisons. we suffer from lack of full 
comparability among available index numbed. The results should be taken 
to define general relation. only. 
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,PJGjURE 8 

INTERNATIONAL COMPARISON OF CHANGES IN PRODUCTION 
COSTS, 1929-1952 

Graph Showing R.elative Amounts by which the Changes in Stated Seria 
relating to Production Costs in Various Countries Exceeded or Fell Short of 
Changes in Corresponding Series for the United States, Atmunt being Taken 

of Relative Changes in the Values of National Currencies 

(Me"", .. ments of percentage chang'" from '9'9 to December '9J') 

Cncho.l"di. 

Fnnci 
Ital, 
N,'h,r.I,nis 
a.I,iua 
Gtrll.n, 
Estoni. 
PoI.n' 
C."d. 
Unit.d Kin, ••• 
Dtll.lluic 
NI. ZIII ... 
Aush.li. 

J'p.n 
Perclllh,. 

chi"" .. 100 . ..so o +10 'IDO 'lD o '100 'lD o 
The movement is shown as positive when the change in the country named 
exceeded the change in the mrresponding series for the United States; it is 
mown as negative when the change was less than that in the series for the 
United States. 

The comparisons provided by Table II are but samples 
of many that might be made. The series of prices and wages 
cited do not by any means measure all production costs. But 
they are representative of the total, in indicating how ex· 
treme were the international shifts in relative production 
costs between 1929 and '932. We should note, too, that 1929 
is a rather dubious standard of reference, in this respect. It 
is not proper to assume that production costs the world over 
were then in equilibrium. Some countries had already gone 
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through processes of devaluation while others. including the 
United States and the United Kingdom. had not. Further. 
we may not conclude that all international competition at 
the end of 1932 was based ·upon the relative costs shown in 
T"ble 11; for such competition is between specific industries. 
Actual costs in individual industries may depart very widely 
indeed from averages representative of the entire body of a 
nation's industries. But the measurements given serve their 
purpose in suggesting the magnitude of the shifts in relative 
production costs among industrial countries that reces~ion 
and depression had brought. This period and the decade and 
a half of disturbance preceding had altered channels of in­
ternational trade that had been furrowed over long years of 
peaceful development. Old established trading relations were 
disrupted. The building up of new relations and their pro­
tection against dislocations through further fluctuations of 
exchange rates or prices was one of the major tasks set by the 
recession. 

DISPARITIES OF COMMODITY PRICES 

Some of the extreme disparities that developed in nationai 
and world price structures during the violent recession of 
1920-21 persisted during the succeeding years, making deep 
impresses upon economic conditions. Similar disparities. 
many of them more severe. were opened up during the 
world price recession that began in 1929. Three were of 
exceptional importance in the world situation that developed 
during the recession and depression: the cleavage between 
the prices of goods of agricultural and of non-agricultural 
origin. the cleavage between the prices of raw and of proc­
essed goods. and the discrepant movements of the prices of 
goods intended for use in capital equipment and of goods 
intended for ultimate human consumption. (The last-men-
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tioned class is broader than 'consumers' goods'. which in­
clude only those commodities ready for final consumption.) 

PRICES OF AGRICULTURAl. AND NON-AGRICULTURAL PRODUCTS 

High price variability is a characteristic of agricultural 
products. Since the volume of agricultural production is not 
readily adaptable to fluctuations in economic conditions. the 
full impact of business changes is felt by prices. The post­
War weakness of agricultural prices. the world over. has 
already been noted. With the coming of recession in 1929 
various efforts to bolster agriculturJ:il. prices collapsed. de­
clining demand for goods of agricultural origin was not 
matched by decreases in output. and the checking of loans to 
agricultural regions contributed a new element of weakness 
to the competitive position of farm products. Price declines 
of exceptional severity ensued. 

The condition of agricultural producers throughout the 
world as a result of the depression is common know ledge and 
requires no extensive discussion at this point (for relevant 
index numbers. see Table 19). The declines in agricultural 
prices were most severe in the United States. Canada, New 
Zealand, Argentina. and Finland, all countries in which agri­
cultural production plays an important role. In each of these 
countries the drop in agricultural prices was much more 
severe than that in general commodity prices. In certain 
countries, .notably France and England and Wales, the de­
clines in the prices of farm products were less than in general 
wholesale prices. In these countries domestic agricultural 
prices were not exposed to the full storm of price recession 
that struck the great staples entering into world trade. 
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PRICES OF RAW AND PROCESSED GOODS 

No characteristic of the post-War economic situation was 
more striking or more fruitful of major consequences than 
the gap that was opened from 1919 to 1921 between the 
prices of industrial raw materials and of finished products. 
Reversing trends that had persisted for many years, this 
schism affected the co~rse and character of international 
trade, the distribution of capital, the relations of debtor and 
creditor areas and the distribution of purchasing power 
among consuming groups throughout the world over a'dec­
ade and more. By 1929 the gap had narrowed somewhat, 
but the narrowing was in some degree due to conditions that 
were necessarily short-lived, Raw materials remained in a 
weak position and the removal of certain adventitious props 
hel ped to destroy such gains as they had made. We pass to a 
summary of recent changes. 

The recession that began in 1929 brought a growing diver­
gence between the prices of raw materials and of manufac­
tured goods, in world markets.' All the effects that followed 
upon the development of this situation in the early post-War 
years were again felt, but with a force more disastrous to 
world trade because certain alleviating circumstances previ­
ously present were absent after 1929' General financial and 
economic conditions prevented the application of methods 
of valorization, which had temporarily eased the earlier situ­
ation. The practical cessation of international lending re­
moved the possibility of sustaining the depleted purchasing 

• There were certain exceptions to this general rule. Raw consumers' goods 
showed much greater strength than did raw materials destined to pass 
through the industrial machine. Again. the margin between the prices of 
raw and processed goods behaved in 'a distinctive fashion in Germany. That 
country was unique during this period; it was a highly developed manufac­
turing country, yet it stood in a debtor mation to the commercial world in 
general. 
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power of raw material producing areas by means of new 
loans. and these areas had no buckler to oppose to the storm 
that broke upon them. Moreover. the normal international 
obligations of such areas. for imported manufactured goods. 
insurance. financial and shipping services, service upon capi­
tal loans secured from the great financial centers. had been 
made even heavier by excessive loans. many for unproduc­
tive purposes, during the boom years that preceded the 
recession. By a cruel conjuncture of circumstances. the price 
schism was reopened at a time when raw material producers 
were exposed on every flank to adverse forces. 

Nor were industrial producers in ,much better case. Most 
of the conditions that helped, earlier. to protect many indus­
trial elements (particularly in the United States) from the 
adverse effects of the price schism, while preserving to them 
the advantages that it offered. were absent from 1929 to 1933. 
Installment selling was severely curtailed. The great ex­
pansion of capital exports that helped to open foreign mar­
kets to American producers in the first post·War decade 
was not duplicated in the second decade. Fortuitous profits 
from speculation were no longer available to swell buying 
power. The impact upon the industrial structure of the 
greatly reduced purchasing power of raw material producers 
was apparent at once in increasing 'unemployment. (Other 
elements. of course. contributed also to the volume of un­
employment.) The consequent reduction of the purchasing 
power of industrial workers reacted to intensify the difficulty 
and to swell still further the number of unemployed. De­
pleted purchasing power and misery on the one hand, unem· 
ployment and misery on the other-these were the concomi­
tants of the sharp widening of the schism that separated the 
prices of raw materials from those of finished goods. 

One arresting fact about this great price gap that was 
opened. or reopened, between 1929 and 1933 is that it ap-
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peared. internationally. as a division between two great 
groups of countries. In most countries today both extractive 
and manufacturing industries are found. but usually one 
type of industry predominates and determines the general 
character of the national economy. By and large. the coun­
tries of western Europe constitute a distinctively industrial 
area. while the rest of the world. excluding small areas in 
Asia and the industriaIJzed regions of North America, is 
devoted primarily to the extraction of raw materials and the 
cultivation of crude foodstuffs. As we have noted. the price 
schism of the first post-War recession and ensuing years 
opened up a definite cleavage between industrial and colo­
nial areas. and this cleavage. together with related circum­
stances connected with the movements of capital. constituted 
a dominant feature of the world economic scene during this 
period. The same cleavage between manufacturing and raw 
material producing areas became an outstanding feature of 
the depression that began in 1929" 

This condition is clearly revealed by measurements of the 
net barter terms of trade of industrial countries and of coun­
tries exporting raw materials and importing industri,li prod­
ucts (Table 18). In 1932 the United Kingdom gave 13 per 
cent less of exports. by volume. than in 1929. and 24 per cent 
less than in 1913. in exchange for a fixed quantity of imports. 

'Every cyclical depression. of coune, has opened up a similar cleavage. since 
the priCCl of raw materials are far more sensitive to changes in business 
conditions than are the prices of manufactured goods. But in the present case 
the cleavage differs so markedly from that usually developing in the course 
of business cycles that it is not improper to use the term 'schism', The 
differences between the break here in question and that '!J,sually found in 
business depressions are differences of magnitude. of duration and. funda­
mentally, of background. For the decade .preceding the 1929 break was a 
decade of weakness in raw material prices. The schism of 1929-S! was 
virtually an intensificttion of a condition that had been present in the 
world eoonomy since the ending of the War. 



184 PRICES IN RECESSION AND RECOVERY 

The reason, of course, is that the prices of imported food­
stuffs and materials had fallen much more than had the 
average price of exported industrial products_ The trading 
relations of France, Germany and the United States with 
the rest of the world were altered in similar fashion. In '932 
these three countries were giving, respectively, '3, 111 and ,6 
per cent less than in 1929 in exchange for constant quantities 
of imports. At the other extreme are the colonial areas, sell­
ing foodstuffs ,md raw materials in exchange for industrial 
products. In '932 the terms of exchange had so altered for 
New Zealand that it was forced to give 58 per cent more, in 
volume, than in 1929, in return for l'- fix~d quantity of im­
ports. For the Dutch East Indies the figure was 46 per cent, 
for Argentina 52 per cent. Here in accentuated form was 
the same great cleavage that had been opened up between 
1919 and 1921 . 

. PRICES OF INVESTMENT EQUIPMENT AND OF GOODS FOR HUMAN 

CONSUMPTION 

In the main, the price behavior of major commodity 
groups during the recession and depression initiated in 1929 
resembles that observed in previous cyclical recessions, al­
though in the most recent depression movements were more 
extreme both in maguitude and duration. One important 
difference is to be noted, however. In pre-War business 
cycles the prices of those particular producers' goods that 
are intended for use in the construction of capital equipment 
fell as rapidly as the general price level, or more rapidly. 
This facilitated the resumption of expenditures on new 
capital equipment and on the repair of old capital equip­
ment during the later stages of depression and the early 
stages of revival, and thus stimulated general business re­
covery. During the latest depression, as in the period preced-
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ing the recession of 1929. the prices of goods entering into 
capital equipment remained relatively high. 

In most industrial countries for which we have appropriate 
records depression prices of capital equipment were rela­
tively higher than the prices of goods intended for ultimate 
human consumption. In Germany industrial finished goods 
intended for the use of producers were only 17 per cent 
lower in price in January 1933 than in 1929; industrial 
finished goods for sale to final consumers were 35 per cent 
lower. In Canada producers' equipment in February !933 
was 8 per cent lower in price than in 1929; consumers' goods 
were 27 per cent lower. In the United States. in February 
1933. producers' goods intended for use as capital equipment 
were 27 per cent lower than in 1929; consumers' goods were 
35 per cent lower. This situation is connected with the 
general raw-processed schism already discussed. Those raw 
materials which were weakest in price were. in general. agri­
cultural products intended for human consumption. Fur­
thermore. the effects of control through cartels. agreements 
and combinations of various sorts have been felt most di­
rectly by goods intended for use in capital -equipment. It is 
probable. too. that various fixed and relatively intractable 
elements of cost played more important parts in the produc­
tion of goods of the capital equipment type than in the out­
put of consumption goods. The net result of all these circum­
stances (and of other economic conditions) was that in the 
recent depression capital equipment became relatively more 
expensive. and that its production was retarded. This tended 
to remove one of the factors usually facilitating a revival of 
economic activity after a severe depression. 

It is notable that these price !elations were reversed in 
Japan. In June 1932 the prices of Japanese producers' goods 
were 48 per cent lower than in 1929: the prices of consumers' 
goods were 30 per cent lower. Here was a condition of very 
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great importance in facilitating, if not stimulating, the early 
industrial recovery of Japan. 

SOME CONSEQUENCES OF DISLOCATIONS IN THE WORLD PlUCE 

STRUCTURE DURING THE DEPRESSION 

The collapse of prices, with resulting dislocations in the 
world price structure, was but one aspect of the general eco­
nomic "breakdown of the period 1929-33. In a situation 
marked by a tremendous reduction in the volume of pro­
duction and trade, by world·wide unemployment, by virtual 
cessation of the international flow pf investment funds, by 
widespread dislocation of the foreign exchanges, it would be 
quite unjustifiable to look upon the price collapse as the one 
factor responsible for all other economic difficulties. Yet we 
have argned above that, be the first causes what they ma:y, 
the price relations created by such a general collapse as that 
of 1929-33 become themselves active factors in the economic 
situation. The very conditions that prevent prices from re­
flecting and promptly adapting themselves to the violent 
economic changes accompanying a major economic recession 
initiate new chains of consequences. Some of these, which are 
in part at least resultants of schisms and disparities set up 
within the structure of world prices, are here summarized. 

Sharp alterations of price relations bring in their wake 
two major (and related) consequences-a shift of purchasing 
power from group to group and, usually, a disturbance 01 
the balance that may have prevailed between the volume of 
production and the available purchasing power." When the 
distribution of purchasing power upon the basis of which an 

• These :results would not follow. of c:oune. if the effects of the price changes 
upon purchasing power were precisely offset by wriations in the volumes 
of goods produced or services rendered by the economic groups concerned. 
put lOeb nicely balanong changes are not found in practice. 
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economic system has previously functioned is thus suddenly 
altered. a violent drop in the volume of goods exchanged 
may be expected. (Curtailed purchasing power is immedi­
ately reflected in reduced demand. Enhanced purchasing 
power. real or potential. is likely to be effective only with a 
time lag.) This is precisely what happened when the recent 
pdce collapse occurred. 

The purchasing power of raw material producing areas 
was reduced. even before the collapse of raw material prices. 
by the diminution of foreign loans •. a process that be~ in 
1928. When to this weakness was added the effect of rapidly 
declining prices of their major products. the power of such 
colonial areas to purchase industrial products was very sed­
ously impaired. In Table 12 an attempt is made to appraise 
roughly the losses in aggregate purchasing power due to these 
two factors. for selected colonial areas. 

TABLE I. 

ESTIMATED CHANGES IN THE AGGREGATE PURCHASING POWER 
IN WORLD MARKETS OF FIVE RAW MATERIAL 

PRODUCING AREAS. 1929""1955' 

" ~e"E 
ll';'!!E i!iz -8 z

" ::I:; ::!.:!:z 
B x P 0 .. T • IMPOllTS ~tc§ ~rJ°1ll oti:i~ 

Aggre- 9"!:l:S !if to t~~ 88~~ Gold gate Gold 
,J:!1If),.IO "1.I z :l 

Phruical price gold price .... :I tc<:.E I:!,.>~ 
'YO ume (pet' unit) value (peru"it) ~~z <ii!=~ <cat: 

~ gp- ~~tit: ~~ea ~~! 8 .. ~~ h=~ <0= 
1929 100 100 100 100 100 100 100 
1930 95 75 71 95 76 75 78 
19JI 1"4 51 54 77 70 49 64 
19J2 1<'7 41 45 60 75 56 60 
19JJ log 59 41 5" 81 55 65 

I The figures ill this table are aggregates. ·derived &om data relating to the 
Union of South Africa, Argentina. Dutch East Indies, Australia and New 
Zealand. Below are given reoords for the individual muntrics. as c:ompiled 
(Footnote to T"bk 12 continved on ,. 188) 
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Between 1929 and 1933 the gold value of the exports of 
the five raw material exporting countries here represented 
was reduced 58 per cent. This decline was due entirely to a 
drop in the average gold price, per unit, of the goods ex­
ported; for the volume of exports in 1933 was greater than 
that of 1929. Added to the loss in purchasing power resulting 
from this price decline was the loss due to a tremendous drop 

(Footnote to Table .12 continued) 
by the Economic Intelligence Service of the League of Nations (Review 01 
World TTade, .l9J4; Statistical Year-Book, I9J4-},j Balance of lntt1'TUJtional 
Payments, .1934). 

APPROXIMATE VALUE OF 
~ CAPI1'AL LOANS, IN MILLIONS 
OF FORMER U. S. GOLD DOLLARS 

[NETtNWARD (+) OR 
EXPORTS OUTWARD (_) BALANCES] 

Phrical Gold price Aggregate Long- Short-
va ume (peT unit) gold value term term Total 

Union of South Africa 
.1929 100 100 100 -8.6 +75.6 +65.0 
.1930 101 85 86 +48.2 _16.6 +51.6 
.l9JI 91 80 75 +1·9 +17.1 +19.0 
.1932 98 75 72 +22 .• -<iJ7-7 -75-5 
'911 91 75 57 .....0·9 ~3·9 -30.8 

Argentina-
.1929 100 100 100 +48.7 -Io.g +57.8 
.1930 72 79 57 +'75·7 -8,3 +167-4 
.l9JI 100 47 47 --5·9 +7-3 +'-4 
.19)2 92 39 56 
'911 8J 38 31 

Dutch East Indies 
.192 9 100 100 100 -24·9 +56.7 +51.8 
.1930 "7 68 80 +31.8 Jacking +31.8 
.l9JI log 47 52 +1,., +18·5 +32 .. 
.1932 104 36 58 +ll·3 +8-4 +19·7 
'9JJ 90 36 52 +15-7 +6.0 +'9·7 

Australia·· 
1929 100 100 100 +16g·9 
.1930 95 75 71 +15.6 
}9JI III 46 52 --55-5 
'9J' 134 33 45 -51 .5 
'9JJ '75 19 Ii' -78,9 
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in short- and long-term loans. Such loans. which amounted 
to over 300 million dollars in '929. had fallen to zero by 
'93'. and had taken on negative values in '932 and '933. 
The flow of capital was outward. Capital movements do not 
necessarily have a physical counterpart in the movement of 
goods. but this shift in the movement of short- and long-term 
funds contributed in no small degree to the weakness of raw 
material producing areas. Falling exports and declining capi­
tal loans served. together. to reduce the total sum (in terms 
of gold dollars) available to these five countries in '93.' for 
use in foreign markets by something over 50 per cent of the 
'929 figure. By '932 the decline amounted to 64 per cent. 

(Footnote to Table I2 concluded) 

EXPORTS 
Physical Gold price Aggregate 
volume (per unit) gold value 

New Zealand··· 
I929 .00 .00 .00 

1930 .03 77 79 
I9JI '04 53 54 
1932 "7 '37 4' 
I9JJ 135 30 4' 

APPROXIMATE VALUE OF 
CAPITAL LOANS, IN MILUONS 

OF FORMER. U. S. GOLD DOLLAItS 

[NET INW~ (+) OR 
OUTWARD (-) BALANCES] 

Long- Short-
term term Total 

-11·9 +3°,6 +.8·7 
+39·' +39·' 
+'0-4 -15.0 +7-4 
--4.' +7-4 +3-3 

-104- -60 .• -7°·5 
• nata on capital loans are lor the year October 1-5eptember 80 . 

•• Data on capital loans are for the year july I-June 80 . 
••• Data on capital loans are for the year April I-March 81. 

The index numbers of the gold prices of imports. as given in Table 12. 

are averages of index numbers for the individual countries; for 1981 and 
1988. data for Australia were not available, and estimates for that country 
were based on data for New Zealand. 

Data on capital movements were not available for Argentina for 1981 and 
1985. Estimates for these years were based upon data for the four other 
countries. 

The figures in the three columns relating to exports are derived inde­
pendently. hence all items in column. (s) are not consistent with corre­
sponding items in columns (1) and (I). In general. the discrepancy is small. 



190 PRICES IN RECESSION AND RECOVERY 

and by 1933 to 67 per cent.' If we measure from 1929 as 
base, and take rough account of the fall in the average prices 
of goods imported by these countries," we find that reduced 
exports and falling capital loans together would account for 
a drop approximating 40 per cent in their purchasing power 
in foreign markets, that is, in the physical volume of manu­
factured goods purchasable by the funds coming from these 
two sources. (Part of these credits in foreign markets would, 
of course, be used in debt service and for other purposes not 
directly involving the purchase of goods.) 

These records indicate how substantial was the reduction 
in the flow of manufactured goods from jndustrial areas to 
certain important raw material producing areas, and how im­
portant was me part played by price changes in this decline. 
They reveal, also, me effect of the stoppage of capital move­
ments on the aggregate purchasing power of raw material 
producing areas. For the world at large a decline in the vol­
ume of international trade in raw materials accompanied the 
changes we have noted, although it did not approach the drop 
in the volume of manufactured goods exported by industrial 
countries." In international as in domestic trade the prices 

"Other items in the balance of payments of these countries affect their 
purchasing power in foreign markets. The above figures define changes due 
Co the influence of two important factors which were subject to considerable 
variation over this period. 
10 The follOwing index. numbers measure changes in the average gold prices 
of goods imported by tb ... live countries. 

1929 1930 z9Jz 1932 19J1 
Union of South Africa 100 95 81 61 41: 
Argentina 100 88 " 60 57 
Dutch East Indies 100 M 74 61 51 
Australia 100 98 81 
New Zealand 100 95 77 58 50 
(RerJi.., 01 World Trade, '931, League of Nations. pp. ,6-85) 

II Th. following .. limat .. , &om tbe R .. i.., 01 World Tmde, '934 (p. ,6) 
issued by the Economic Intelligence Servi~ of the League of Nations. indi-
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of manufactured goods were maintained. relatively to the 
prices of foodstuffs and other raw materials. and the rough 
equalization of the aggregate values of goods exchanged thus 
entailed a correspondingly greater decline in the volume of 
manufactured goods entering into trade. In addition. of 
course. the trade in manufactured goods among industrial 
countries suffered great losses. 

A large part of the decline in trade between raw material 
producing areas and industrial areas may be attributed to the 
effect of price disparities and the reduced volume of f~reign 
lending upon the purchasing power of colonial areas. and to . 
the effect of unemployment and wage reduction upon the 
purchasing power of industrial areas. In trade between in­
dustrial areas direct price disparities play a less important 
role. Here the reduced purchasing power of industrial work­
ers was a serious depressant. To these factors must be added 
the important retarding influence of new and higher tariff 
barriers. These. and the accompanying development of trade 
restrictions. quotas and similar impediments to the move­
ment of goods in customary channels. intensified the depress­
ing influenee of price disparities and unemployment and 
served still further to reduce the purchasing power of con­
sumers generally. 

PROBLEMS OF READJU~ENT AND RECOVERY 

World history in modem times has been a record of stead­
ily expanding international trade resting. in large part. upon 

cate the relative magnitudes of the changes in the volume of trade of three 
claJsea of oomm.odities and in oorresponding unit prices: 

FOODSTUl'PS RAW MATERIALS MANUFACTURED .u.nCLPJI 
Per unit Per unit Per unit 

Quantum 
prices. 
in gold Quantum 

'prices. 
10 gold Quantum 

prices. 
mgold 

z9J9 100 .00 .00 100 .00 100 

Z93" 90 51 8. 45 58 64 
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the exploitation o£ the natural advantages of different ecO-: 
nomic areas. (Accident and priorities of exploitation played 
rather important roles. of course. in the regional division of 
labor.) At the bottom of the spiral of recession in world 
commerce and deflation of world prices. in 1932 and 1933. 
the world faced a major question: Were the advantages of 
regional economic specialization to be fully exploited in 
the future or. in considerable part. foregone? In another 
form. this was the question whether national or international 
trade was to develop. relatively to the other." The World 
War and the economic and political difficulties growing out 
of it posed this question for more cpnscipus consideration. 
perhaps. than it had ever received before. 

The alternative lines of development. if clearly distin­
guished. involve sharply different economic policies. Na­
tionalistiC development would be expected to proceed upon 
the basis of maintained quantitative and other restrictions 

. upon imports. a slow shifting of national productive energies 
to new channels and a correspondingly slow absorption of 
unemployed workers and capital. the continuation of world 
trade in low volume. relatively to world produGti<f1. and the 
persistence of living standards (as measured in terms of real 
wages and incomes) below those that would be supported by 
a full utilization of the world's productive resources. Inter­
national price and cost relations based upon earlier condi­
tions of freer trade would no longer prevail. Price and cost 
'disparities' (in relation to earlier standards) would persist. 
The international price system of the past. with national 
price and cost structures standing in working relations one 
with another and subject to mutual modification and read-

11 The question has been put in this form and its implications developed in 
a paper by John H. Williams on "The World's Monetary Dilemma-Internal 
versus E .. erna! Monetary Stability" (Proceedings.f the Atddtmy ., Po/iticol 
Science. April 1954. pp. 6.-68). 
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justment. would undergo a substantial change in character." 
Readjustment and recovery to be e1l'ected through 'the 

restoration of a working international organization would 
require quite different foundations. Some lowering of the 
barriers to world trade. particularly of those quantitative 
restrictions that served as absolute inipediments to equilib­
rium through price readjustment. was essential. Some resto­
ration of the international flow of capital was. if not a 
necessary condition. at least of very considerable importance. 
Finally. and of greatest weight. there were necessary the in­
terrelated price and exchange readjustments that would per­
mit the reconstruction on a stable basis of a world P!ice 
system. with national price and cost structures standing in 
more effective working relation than was possible under the 
disturbed conditions of the depression period. Such recon­
struction of a world price system would not. of course. mean 
the restoration of the precise relations that prevailed prior 
to the recession. Many deep-seated and irreversible changes 
had occurred. and reconstruction would involve adaptation 
to these. But if the path towards a recovery of international 
trade were to be taken. it would be an adaptation that would 
facilitate and not impede regional division of labor and the 
growth of world commerce. 

'Looking forward. from the demoralized state of world 
trade and world intercourse prevailing in 1932. after three 
years of recession. these two clear alternatives were open. 
but it was not to be expected that either would be followed 
rigorously. In tracing the events of the succeeding years we 
shall be concerned with the character of the compromise 
actually effected between nationalistic commercial develop­
ment and an international economic organization. 

11 A lucid exposition of the effects upon price and cost relations of quantita­
tive restrictions upon international trade' it- given in UExchange RateS and 
Prica." by J. B. Condlilfe. in Ind •• (Svenska Handel,banken). January '935. 
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WORLD PR,lCE MOVEMENTS IN RECOVERY 

The general character of world price movements since the 
checking of recession in 1932 and 1933 has been indicated in 
the opening pages of this chapter. As various countries broke 
loose from the gold standard the declines in their domestic 
prices were stopped. In many instances fairly substantial 
price advances have been scored. in terms of national cur­
rencies. The downward pressure on gold prices persisted. but 
even here the lift of domestic price levels has been sufficient 
to advance gold equivalents somewhat in several countries. 
The mov('ments of both sets of prices from 1929 levels to 
the depression lows. and the .subsequent advances. are graph­
ically portrayed in Figure 9. The extent of the advance from 
the low point is indicated. for each country. by the white 
area on the bar. 

The degree of divergence among national price levels. 
·even in terms of gold values. is notable. The low points. with 
reference to 1928 or 1929 high values as 100. ranged from 
29 for Japan to 64 for Germany. Some advances from de­
pression lows were scored in gold price levels to the spring 
of 1936. In the main. these were inconsiderable. The sig­
nificance of certain of these movements is clouded by the 
presence of official control over foreign exchanges. For the 
world as a whole the recession of gold prices of commodities 
had been checked by 1936 but substantial recovery was still 
to come. 

The bars relating to the movements of price levels in terms 
of national currencies tell a somewhat more encouraging 
story. Here. except in a few countries. the levels of the de­
pression lows were definitely left behind. Only the bars re­
lating to Poland and the Dutch East Indies show no white 
areas. In Argentina. Peru and Chile. 1929 price levels were 
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PIOURE 9 

WHOLESALE PRICES IN THIRTY-TWO COUNTRIES. 1919-1956 
INDEX NUMBERS IN TERMS OF NATIONAL AND GOLD CI1IUl.ENCIES 
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passed. in the advance. The United States. with a gain to 
March 1936 of 33 per cent above the depression low. and 
Japan with a gain of 30 per cent. are among the countries 
having made the greatest advances. In the United Kingdom 
wholesale commodity prices advanced '3 per cent. 

The price gains of recovery. in terms of the various na­
tional currencies. are to be appraised with reference to gold 
price levels. corresponding to current exchange rates. The 
differences between the gold price levels as of March 1936 
(indicated by the arrows in the diagram) and the price levels 
in terms of national currencies may be noted on the chart. 
There is a rough inverse relationship; high national price 
levels are associated with low gold price levels. and low na­
tional price levels with high gold price levels. But there is 
far from a simple and invariant relationship between depre­
ciation. as measured by exchange rates. and domestic price 
levels. In general. the advances of domestic prices have not 

. been commensurate with the depreciation of national cur-
rencies. Thus in the United States a reduction of 4' per cent 
in the gold value of the dollar was followed by an advance. 
to April 1936. of only 33 per cent in average wholesale 
prices. (The advance is measured from the level prevailing 
in February '933. Suspension of the gold standard dates 
from April '9. 1933.) A rise commensurate with the reduc­
tion in gold value would have amounted to 69 per cent. 
Similarly. quoted rates oli the pound sterling. as of April 
1936. represented a decline of 40 per cent in its gold value. 
An equivalent price rise would have amounted to 66 per 
cent. The actual advance in wholesale prices from the date 
of departure from the gold standard to April 1936 amounted 
to '3 per cent. There is. of course. no reason to expect a 
rigid relationship between prices and the gold value of the 
monetary unit under contemporary currency and bank­
ing conditions. but the highly imperfect relationship in these 
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countries is worthy of note. Indeed. there is evidence that 
currency depreciation by important commercial nations has 
exerted deflationary pressure outside their borders. perhaps 
in greater degree than it has exerted inflationary pressure 
domestically. For the reduction of gold ptices. which depre­
ciation entails. tends to push world gold prices downward. 
and countries still on the gold standard feel the full force of 
this push." 

THE STRUCTURE OF WORLD PRICES IN 1936 

We have seen. in the early part of this chapter. that the 
slow process of rebuilding a world .trading organization 
after the disruptive period of War and post-War disturbance 
was violently checked in 1929. The innumerable cost and 
price relations which condition the actual exchange of goods 
and services were broken or seriously distorted during the 
recession. Nationalistic political considerations intensified 
economic factors in creating barriers to economic intercourse 
and checking the flow of goods in international trade. As a 
result of the play of these various forces the physical volume 
of world trade was reduced 26 per cent between 1929 and 
'93 2 • 

In the brief previous survey of the situation existing at 
the low point of the depression and in the early months of 1936 
attention was drawn to the disparate movements of prices 
and costs. and to some of their economic consequences. We 
tum now to the changes occurring during the period of 
general world recovery. 

DISPARITIES OF PRICE LEVELS 

In following the movements of-price recovery it is well to 
compare situations at specific dates.,. although the depression 

u See Commercial Banks, 1929-19J4 (League of Nations. Geneva. 1985). 
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lows of different countries did not coincide. For convenience. 
February 1933 may be taken as a standard date at which to 
compare the price levels of depression. March 1936 will serve 
as a bench-mark in surveying the changes of recovery. 

From 1929 to Pebruary 1933 the changes in wholesale 
price levels. in terms of the national currencies of the thirty­
two countries covered in Table 13. ranged from a drop of 
50 per cent in the Dutch East Indies to a rise of 79 per cent 
for Chile. The median decline (unweighted) was 30 per 
cent. The degree of divergence of national price levels during 

TABLE 15 

WHOLESALE PRICE INDEX NUMBERS, THIRTY-TWO COUNTRIES, 
'92g-MARCH '956 

(In terms 01 fUJtional and gold cufTencies: 1929=100) 

NATIONAL CUItREHCIES COLD VALUES 
A.verage Feb. M .... Average Feb. Mar. 

1929 r9JJ 19J6 1929 19JJ 19J6 
Dutch East Indies 1 .00 50 45 .00 50 45 

. Netherlands 1 .00 5' 55 .00 52 55 
Bulgaria 2 100 55 55 100 55 55 
Belgium' 100 60 68 100 60 49 
India. Calcutta 100 61 64 100 45 59 
Italy 2 100 61 72- 100 59 66-
Egypt, Cairo 100 62 76 100 44 46 
Poland 1 100 65 54 100 65 sa United States 100 65 84 100 65 ,49 
France 1 100 64, 60 100 64 60 
Switzerland 1 100 64 64 100 64 64 
Canada 100 66 76 100 56 45 
Germany I 100 66 76 100 66 76 
Jugoslavia I 100 68 70 100 52 54 
Hungary! 100 6g 75 100 6g 75 
Estonia I 100 70 77 .00 70 47 
Latvia 2 100 70 75 100 70 7S 
Czechoslovakia" 100 7' 77 100 7' 64 
Unit.ed Kingdom 100 7' 80 100 51 4B 
Australia 100 74 81 100 41 40 
Union of South Africa 100 75' 861 100 55 ' 51' 
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TABLB 13 (cont.) 

WHOLESALE PRICE INDEX NUMBERS. THIRTY·TWO COUNTRIES. 
'9't-MARCH '956 

NAnONAL c::uJtJ.ENCIES GOLD VALUES 

.A.wragc Feb. Mar. A.verage Feb. Mm" • 
1929 '933 '936 1929 '933 '936 

Sweden .00 7fl 54 .00 5' 48 
Norway .00 8. 8g .00 53 49 
Austria .I '00 8, 85 .00 66 65 
Japan! .00 81 87 .00 37 31 
Denmark! .00 83 93 .00 47 45 
New Zealand .00 88 95 .00 50 45 
Argentina. .00 8g '01 .00 54 39 
Finilnd .00 9' 93 .00 54 411 
Peru .00 91 .03 .00 40 38 
Spain I 100 96 100 .00 54 55 
Chile. .00 '79 '87 .00 89 46 
Median 

Unweighted 100 7D 77 100 54 49 
Weighted. .00 66 80 .00 59 49 

Index of dispersion of price levels 
Unweighted '3.6 11:·5 11·5 u.8 
Weighted- 6.8 7-5 11.0 .... 

SOURCE: League of Nations: Monthl, Bulleti,. of StatistiC! 
1 Countries on gold standard, March 1956. t Official foreign exchange mntrol. 
• January '935: • October '935. • April '956 • 
• Weights are based upon relative importance of foreign trade in 1919 . 
• 

this period is indicated bY'lln index (unweighted) of 13.6 
per cent." In terms of gold values the median decline was 
greater. amounting to 46 per cent. The index of dispersion 
was slightly lower than that for domestic price levels mea­
sured in the various national currencies. Some of the impli­
cations of these wide disparities have already been suggested. 

From February 1933 to March 1936 the median of the 

,. This iJ half the range between the two .qu.rtil .... expressed as a per",ntage 
of the median. 
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thirty-two wholesale price indexes. in national currencies. rose 
about 10 per cent_ The dispersion of price levels was only 
slightly reduced; disparities of national price levels remained 
wide in 1936. 

If we reduce our measurements to terms of a common 
denominator. gold. we note a continuation of the price drop 
from 1933 to 1936. with the median index of gold prices in 
March 1936 less than one-half the 1929 level- The index of 
relative dispersion of gold price levels rose slightly with re­
covery; between February 1933 and March 1936 there was an 
increase rather than a reduction in the disparities the recession 
had brought among national price levels,'-if we use the 1929 
situation as criterion_ 

The picture is altered somewhat if we use the various 
weighted measurements of average price change and of dis­
persion_ Notably. the price rise from 1933 to 1936 in terms 
of domestic currencies is much greater. 21 per cent as against 
10 per cent. This means that price gains were greatest among 
the commercially important countries_ Dispersion of price 
levels. on the other hand. is less when weights are used_ It is 
significant that the dispersion of commodity prices in terms 
of gold. from 1929 to 1933 and to 1936. was greater than the 
dispersion of prices in terms of national currencies. Standotrds 
for international trading relations were badly shattered 
among the leading countries_to 

18 The various national index numbers brought together in Table 15 are 
not fully comparable. since they differ in respect of number and kind o( 
commodities included and in method of construction. A. L. Bowley and 
K. C. Smith have constructed a series of index numbers of wholesale prices. 
for eleven countries. that are similar in composition and in distribution at 
weights. Though the number of commodities included in each index is not 
large (about 55). the comparability of these measurements gives them. 
especial Significance, in the tracing of international price movements, Re­
cession and recovery in these index numbers, in terms of national currencies. 
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Price index numbers on the 1929 base relate to a standard 
of somewhat uncertain economic significance. There is no 
reason to believe that the relations of that year represent a 
state of equilibrium. Indeed. no post-War year would serve. 
if this test were applied. and pre-War years are so far removed 
from the situation immediately preceding the 1929 recession 
that they constitute unsatisfactory criteria. Yet it is desirable 
that the changes of the period 1929-36 be viewed against a 
standard other than that of '929. Table 14 facilitates such 
a view. 

In terms of national currencies wholesale price levels in 
the twenty-nine countries here represented scored a median 
advance (unweighted) of 47 per cent between 1913 and 1929. 
Recession carried the median level down to a point 6 per 
cent above that of 1913. while recovery to March 1936 
brought an advance to 18 per cent above. The employment 
of gold as a common denominator gives a different picture. 
Wholesale price levels in gold terms advanced 37 per cent 

are shown below. For the present purpose the bases of these index numben 
have been shifted from 1925. as originally computed. to ~ 1929. 

Belgium 
Canada 
France 
Germany 
Italy 
Netherlands 
New Zealand 
Sweden 
Union of South Africa 
United Kingdom 
United States 

February 
1929 1933 

100 58 
100 55 
100 65 
100 66 
100 64 
100 48 
100 76 
100" 70 

100 7!1·· 
100 68 
100 50 

• Not available. •• January 1953. tFebruary 1956. 

Mdrch 
1936 

64 
68 
63 . 
75 

• 
51 
B4t 
B4 
Bot 
75 
74 

The Bowley·Smith index numbe" are pull\i,hed currently in the Bulldin 
of the London and Cambridge Economic Service. 
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from 1913 to 1929. Early in 1933 the median index was 26 
per cent below the 1913 ,standard; by March 1936 this had 
been carried to a level 33 per cent below. (Weighted and 
unweighted averages show the same general movements.) 
With only one exception (Germany) average gold prices of 
commodities at wholesale in 1936 were lower than in 1913. 

A considerable degree of divergence among national price 
levels is to be expected, over a period of two decades. It is 
important, however, to determine whether the changes of 
recent years have brought an accentuation or a reduction of 
the disparities among price levels that developed during the 
War and the immediate post-War years .. Unweighted mea· 
sures of dispersion indicate a sharp divergence of national 
price levels from 1929 to 1933, a very slight reduction of this 
divergence by March 1936. Re-valuation occurred in a num­
ber of countries, and the various domestic price levels and 
price structures stood far apart indeed. Weighted measure­
ments show the same changes, in less pronounced form. 
When prices are reduced to gold terms, on the 1913 base, the 
unweighted measurements indicate no material change in 
dispersion between 1929 and 1933, a considerable advance 
during the three years following. The weighted measure-

• 
TABLE 14 

WHOLESALE PRICE INDEX NUMBERS. TWENTY-NINE COUNTRIES. 
'9'lI-MARCH '956 

(/11 lemu 0' ,..,io,..1 ami gold cu"..ncies: 1911='00) 

NATIONALCUlt.RENCIES COLDYALUES 
A.wr~ A.ver- A.ver- A.ver-• age Feb. Mar. Feb. MGr. age age age 
191J 1929 19JJ 19J6 191J 1929 19JJ 19J6 

Egypt (Cairo) .00 • ,,6 7· 88 .00' ,,6 5' 55 
Dutch East Indies 1 .00 '48 74 64 '00 '48 74 64 
Netherlands 1 .00 '41 74 78 .00 '41 74 78 
Eotonia I • 00 "7 8. go .00 "7 8 • 55 
Hungary I '00 ••• 88 9' '00 '04 7· 79 
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TABLE 14 (cont.) 

WHOLESALE PRICE INDEX NUMBERS, TWENTY·NINE COUNTRIES, 
1915-MARCH 1956 

NAnONAL CURltENCIES GQLDVALUES 
Aver- A.ver- A. ver- A. ver-
age age Feb. Mar. age age Feb. Mar. 

19zJ 1929 '933 '936 191} 1929 '933 '936 
Latvia a 100 120 64 87 100 110 64 87 
India (Calcutra) 100' .141 86 91 100' 158 68 6, 
United States 100 157 86 "4 100 157 86 '67 
Union of South Africa 100 116 87' 100 • 100 116 6, • 60' 
Switzerland 1 100' '4' go 91 100' '4' go ,9

' Gc:nnany' 100 '57 91 104 100 157 91 104 
Canada 100 149 99 115 100 '49 85 67 
United Kingdom 100 156 99 110 100 156 70 66 
Austria I 100' '50 106 '07 100' 95 6, 61 
Sweden 100 140 106 118 100 140 7' 67 
Argentina • 100 118 ! 115 150 100 uS 67 49 
NOrway 100 149 111 151 100 149 79 75 
Austr.tlia 100 166 11. 157 100 166 6g 66 
Denmark.:t 100 150 114 159 100 150 71 68 
New Zealand 100 '47 150 157 100 '47 75 66 
Japan I 100 166 156 '44 100 155 57 46 
Spain I 100 168 16, 168 100 156 75 75 
Peru 100 186 I,. '9· '00 156 6, 60 
Italy' 100 481 195 M8' 100 151 ,8 87' 
Chile I 100 '9· 545 560 100 118 105 55 
France! 100 607 - 576 100 117 8. 76 
Belgium. 100' 851 5U 578 100' 114 75 61 
Czechoslovakia J 100' 9 ' 5 655 705 100' 'M g6 86 
Bulgaria a 100' 8447 1858 1910 100' 145 76 79 
Median 

Unweighted 100 147 106 118 100 157 74 67 
Weighted T 100 157 99 114 100 157 78 67 

Index of dispenioD 
Unweighted lI.g 57.0 55·· 9" 9.1 15·1 
Weighted T 10.6 19.1 1504 1.6 10·S 7-5 

SOUllCE: League of Nations, Monthly Bulletin of Statistics 

1 Countries on gold standard, March 1956. t Official fordgn exchange control. 
• 1914. 'January '955. 
• October t955. 'April 1956. 
T Weights based upoo relati ... Importance of Coreigo trade in 1919. 
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ments.show a remarkably small degree of divergence of gold 
price levels in 1929. on the 19'3 base (a somewhat fortui­
tous result. due to the fact that the price indexes for the 
three most heavily weighted countries-United States. United 
Kingdom and Germany-were within one point of one an­
other in 1929). Thereafter the divergence increased mate­
rially with depression. declined somewhat from 1933 to 1936. 

It is a fair assumption that unequal movements of national 
priCe levels alter adjustments of prices and costs on which 
international trade is based. These movements may open 
some opportunities for profitable trade. but the net effect is 
probably adverse. The various mea.surelllents of dispersion 
just reviewed indicate a definite increase of divergencies 
from 1929 to 1933. a movement that was particularly pro­
nounced in terms of national currencies. Thereafter. with 
general recovery. there was some lessening of disparities. 
though the picture as a whole shows no substantial improve­
ment for the commercial world in general. International 
price divergencies remained wide in 1936. whether the stand­
ard of reference be 1929 or 1913. There is nothing sacred 
about these standards. it is true. except that each represents 
conditions under which trade had been carried on in con­
siderable volume. The movements of recovery. through the 
early months of 1936. were far from restoring either set of 
conditions. But we must consider other types of evidence 
bearing on international price and cost relations. 

DISPARITIES OF PRODUCTION COSTS 

Lagging adaptation of various prices and wage rates to 
alterations in the value of money may lead to rather wide 
differences in relative production costs during a period of 
rapid and unequal variations in price levels and in exchange 
rates. Since we have no direct and comparable measure-
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ments of production costs in different industrial cOlmtries 
we are obliged to estimate relative changes. This was done at 
an earlier point for the period of recession. There we found 
that in December 1932 Japan and five countries of the ster­
ling bloc stood in relatively strong competitive positions, 
since wages. food prices and other living costs had not risen 
by amounts commensurate with the declines in the external 
values of their currencies. France. Czechoslovakia. Belgium 
and the Netherlands constituted a relatively high cost group; 
the United States and a small number of European count.ries 
were in a middle position. We may now trace the changes 
brought by three years of currency depreciation. continuing 
decline in gold prices. and varying price advances in terms 
of national currencies (Table 15). 

The changes in the international values of the dollar re­
sulting from American departure from the gold standard are 
revealed by a comparison of the entries for December 1932 
and for December 1933. In only four countries (Australia. 
New Zealand. Denmark and Japan) was the 1933 value above 
that of 1929. But we may pass directly to a study of the 1935 
situation. As of December in that year the value of the dollar 
was higher than in 1929 in the currencies of four countries 
(Australia. Denmark. Japan and New Zealand). equal to the 
1929 value in the currency of one country (Canada). and 
below the 1929 values in the currencies of nine countries 
(Belgium. Czechoslovakia. Estonia. France. Germany. Italy; 
Netherlands. Poland and the United Kingdom). We are here 
concerned. however. not with changes in the relative values 
of these various national currencies but with the degree to 
which food prices. living costs and wages may have adapted 
themselves to these shifting relations among national cur­
rencies. The movements from 1929- to March 1936 are shown 
graphically in Figure 10. 

Japan is outstanding among the countries in a strong com-



TABLE 15 .. 
c 

INTERNATIONAL VALUES OF THE DOLLAR AND VARIOUS SERIES RELATING TO PRODUCTION COSTS 
CO> 

A COMPARISON OF MOVEMENTS, '9.g-'985' ..., 
INDEX NUMBERS or INDEX. NUMBUS AI PERCENTAGES OJ' COlUlESPONDING MEASUREMENTS FOR TH& ~ 

VALUEI OJ' THE DOLLAIl UNITED STATES 
.... 
C'l 

IN TERMS OF CURRENCIES ~ OJ' FOURTEEN COUNTRIES FOODPRICEI COST OJ' LIVING WAGE .... TE8 
Dec. Dec. Dec. Dec. Dec~ Dec. Dec. Dec. Dec. Dec. Dec. Dec. Dec. Dec. Dec. Dec . ..... 

19'9 19J' 193J 19JI 19JJ 19'9 19J' 19JJ 19J4 19JJ 19'9 19J' 19JJ 19J4 19J; 19'9 i9J' 19JJ 19J4 19JJ Z 
United Slates 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100 l:: 
Au.tralia 100 185 "9 "5 "5 100 116 111 10'] 100 100 IDS' 100' 100' 100' 100 94 87 81 B1 C'l 
Belgium 100 100 64 59 8, 100 116 108 95 94 100 110 106 99 104 100 1072 96 80 81 ~ 

til 
Canada 100 115 100 g8 100 100 10' 100 97 94 100 104 100 99 99 100 10']' 97' go' 90' 

.... 
0 Caec:hoslovakia 100 100 64 71 71 100 159 u8 108 105 100 "8 118 114 115 100 12:01 110 98 96 Z 

Denmark 100 156 119 "0 "0 100 117 '" '" '" 100 "0 "' 105 101 > Estonia 100 100 94 97 g8 100 97 95 80 85 100 99 ; 99 91 98 100 1083 99 89 96 Z 
France (pari.) 100 100 64 59 59 100 134 "4 101 go 100 121' u.' U41 1058 100 n61 nol 100 98 ~ 
Germany 100 100 64 59 59 100 115 "' loB 100 100 100 100 99 98 100 9' 85 . 78 77 l:: Ilaly 100 105 64 61 65 100 124 109 99 92' 100 106 '101 94 94" 100 100 go 8, 88 
Japan 100 .,' 149 159 159 100 'S' 125 115 111 100 105 105 104 105 100 10' 95 go 85 C'l 
Netherlandt 100 100 64 59 59 100 118 "0 106 94 100 loB log 104 100 100 106 95 85 8. 0 

< New Zealand 100 161 119 "5 125 100 115 112 110 loB 100 105 lOS 101 102 100 97 88 8S 85 

~ Poland 100 100 64 59 59 100 97 88 70 64 100 94 88 79 75 100 97 84 74 '" United 
Kingdom 100 '49 95 98 98 100 181 114 115 log 100 115 "' log 110 100 111 10' 95 94 

1 For a ltatement concerning the IOUrces employed In the coDltruction of thia table, lee the footnote to Table II. 

I Annua! figureo. • Lut quarter. "September 1935. 
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FIGURE 10 

INTERNATIONAL COMPARISON OF CHANGES IN PRODUCTION 
COSTS. '929-'955 

Graph Showing Relative Amounts by which the Changes in Stated. Series 
relating to Production Costs in Various Countries Exceeded or Fell Short of 
Changes in Corresponding Series for the United States. Account being Taken 

of R.elative Changes in the Values of National Currencies 

(M ..... rem.nls 0' percenl4ge chang .. from 1929 I. Dec.mber 19JJ) 
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The movement is shown as positive when the change in the country named 
exceeded the change in the corresponding series for the United States: it is 
shown as negative when the change was less than that in the series for the 
United States. 

petitive position in 1935. relatively to the United States. 
The value of the dollar. in December 1935 was 59 per cent 
higher than in 1929. in terms of Japanese currency. The vari­
ous Japanese internal series that we are using as indexes of 
relative production costs would have been approximately 59 
per cent above the corresponding American figures. on the 
1929 base. if costs had been adjqsted to the changed yen­
dollar relationship. Actually they were far below that level. 
Living costs and food prices were. -respectively. only 5 and u 
per cent above the United States figures. and wage rates 
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were 17 per cent below. Also in relatively strong positions. 
although with no such margin of apparent advantage as that 
of Japan. were New Zealand and Australia. Canada. Estonia 
and the United Kingdom stood on terms of approximate 
parity with the United States. 

Typical of the countries in positions of relative disadvan­
tage in 1935 is France. The value of the dollar in terms of 
the franc was 41. per cent lower in December 1935 than in 
1929. But wage rates had changed by the same amount. rela­
tively. as in the United States. living costs were 5 per cent 
higher in France. and food prices were only 10 per cent 
lower. There appears to have been)1o r!;duction in internal 
costs corresponding to the advance in the external value of 
the franc. With France. although in less pronounced posi­
tions of competitive disadvantage. stood Czechoslovakia. 
Germany. Italy and the Netherlands. (The list does not 
purport to be complete. since we are restricted to countries 
for which reasonably comparable index numbers are avail­
able.) 

The measurements of living costs. wages. etc •• which we 
have used as indexes of relative production costs. provide 
only rough approximations to the actual competitive posi­
tions of different countries. But there is. no reason to doubt 
the essential truth of the picture we secure from Table 15. 
The changes in relative values of national currencies and in 
internal prices and costs that occurred between 1929 and 
1935 worked havoc with the international cost relations in 
terms of which international trade was being re-established 
in 1929. Indeed • .the magnitude of the differences developing 
is perhaps not sufficiently emphasized in Table 15. since the 
United States. which· is the standard of reference. stands 
roughly in the middle of the divergent economies. If we 
compare Japan with France we have the accompanying 
measurements. Over this period of six years the value of the 
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INDEX INDEX NUMBERS IN DECEMBER 19~5 

NUMBERS OF THE OF VAlUOUS SERIES RELATING TO PRO-

VALUE OF THE FRANC DUcnON COSTS, AS PERCENTAGES OF COll-

IN TERMS OF THE YEN RESPONDING MEASUREMENTS FOR FRANCE 

Dec. Food 
(I929=i00) 

Cost of Wage 
1929 I9J5 prices living f'ates 

France 100 100 100 100 100 

Japan· 100 ·7° 114 100 8s 

franc increased 170 per cent, in terms of the yen. The vari­
ous domestic series for Japan should have risen by roughly 
equal amounts, relatively to those of France, if general equal­
ity of competitive position were to be maintained. But they 
did not. Food prices in Japan rose 24 per cent more than did 
food prices in France, cost of living paralleled the correspond­
ing French series, and wage rates fell to a level 15 per cent 
below those of France. The measurements provide a striking 
example of the disorganization of competitive relations 
wrought by currency depreciation and divergent price and 
cost movements between 1929 and 1935. 
~ regards the relations between national cost structures, 

then, 1935 presents a disorganized picture. The world was 
not yet adapted to the suddenly-created differences of the 
several years preceding; it could not be so adapted without 
wrenching existing national productive organizations still 
further. Nor did the newly-established quotas and heightened 
tariff barriers promise to expedite a return to earlier trading 
relations. In spite of many signs of domestic improvement 
the condition of international trade remained black and un­
promising at the end of 1935." 

11 Devaluation in France. Switzerland. the Netherlands and Italy, which was 
announced in September and October 1936. promised to effect substantial 
alterations in the relations shown in Table 15. The re-establishment of cur­
rency relations with other countries closer. to those of 1929 would be 
expected to remove some of the worst dispa.rities among the series relating 
to production costs. 
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DISPARITIES OF COMMODITY PRICES 

In earlier pages attention has been drawn to the post-War 
appearance. and persistence. of a world-wide schism between 
the prices of raw materials and manufactured goods. One 
phase of this was the price disparity between agricultural and 
industrial products. which was so marked a feature of the 
post-War situation in the United States. Recession accen­
tuated the difficulties of a condition which had. indeed. been 
in considerable part corrected by 1929. The figures in Table 
16. which define movements in the per unit purchasing 
power of raw materials in exchange for general commodities 
at wholesale in various countries. indicate the effects of 
world movements on this situation between 1932 and 1936 .. 

TABLE. 16 

PEIl UNIT PURCHASING POWER AT WHOLESALE OF IMPORTANT 
RAW MATEIUAL!I. '9'3-'956 

(Purchasing POWe'f is me-MUTed in terms of all commodities at wholesale 
in the country to whieh the raw material quotation relates.) 

F.b. F.b. 
z929 19J' 19J5 19J6 1913 1929 1932 19J5 19J6 

Wheat 
England, Liverpool .00 8. 6? 8. .00 97 71t 66 79 
Canada, Winnipeg .00 59 85 8. .00 .02 6. 85 81 
U.S •• Chicago ,00 60 88 95 100 97 58 86 go 

Rice 
France. Marseilles .00 'jO 7' 66 .00 78 55 55 51 
U. S., New Orleans .00 86 .. 6 110 .00 75 63 91 88 

Sugar 
England, London • 00 85 64 6? .00 6 • 51 40 4' 
U.S .• New York .00 III '00 .06 .00 80 8g 80 B4 

Cog •• 
Netherlands. Amsterdam. 100 8g 46 47 100 "5 100 51 55 
U. S. New York .00 7' 48 5' .00 .15 S, 59 61 
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TABLE 16 (cont.) 

PER UNIT PURCHASING POWER AT WHOLESALE OF IMPORTANT 
RAW MATERIALS, '9'3-'9,6 

(Purchasing pown- is me'tuured in tenns of all commodities at wholesale 
in the country to which the raw material quotation relates.) 

Feb. Feb .. 

Te. 
1929 1932 19JJ 1936 I'I} 1929 z9J~ '935 1936 

England. London .00 '/0 u5 116 .00 '0, 7· U9 .,0 
Netherlands. Amsterdam .00 75 95 '04 .00 u8 88 'l2 ... 
U. S., New York .00 86 .0. '0' .00 94 80 95 96 

Cocoa 
England, London .00 go 84 85 .00 56 5' 47 46 
Netherlands. Amsterdam .00 '46 4' 44 .00 g8 '43 40 45 
U. 8., New York. .00 88 58 58 .00 74 66 43 45 

Tobacco 
Netherlands. Amsterdam .00 97 84 8. .00 '95 ,86 '45 '57 
U. S., Louisville .00 6, '50 us .00 '58 85 '78 '55 

lArd 
U.S., New York .00 6. '44 llO .00 80 49 ll5 88 

Nitrate 01 soda 
U. S., New York .00 .oS '/0 70 .00 64 69 45 45 
France, Dunkerque .00 liD 115 u. .00 7· 87 go 80 

Cotton 
England, London 100 68 85 73 '00 .oS 74 go 79 
U. S., New Orleans .00 50 76 75 .00 '07 55 Sa 78 

Wool 
England. London .00 7' 88 '07 .00 "4 80 .00 ••• 
U. S .• Boston .00 68 87 .06 .00 119 88 .l2 '56 

Silk 
U.S., New York .00 45 58 4' .00 99 45 58 4' 
France, Lyon .00 48 57 4' .00 98 47 56 4' . 
Japan, Yokohama .00 7' 64 6? .00 88 64 57 60 

Hides, CtJltle 
England, London .00 8, 99 .00 .00 7' 59 7' 7' 
U. S., Chicago .00 55 9' .0. .00 68 56 6. Sg 

Pig iron 
Germany. Easen .00 U5 .0. .00 .00 8, 95 85 8, 
England. London '00 u, 114 114 .00 88 99 uo llO 

Copper 
England. London .00 57 54 58 .00 8. 46 44 47 
Germany. Berlin .00 45 55 39 . .00 87 59 So 54 
U. S. .00 46 57 59 .00 84 58 48 50 
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TABLE 16 (cont.) 

PER UNIT PURCHASING POWER AT WHOLESALE OF IMPORTANT 
RAW MATERIALS. 1911r1936 

(Purchasing power is measured in terms of all commodities at wholesale 
in the country to which the raw material quotation relates.) 

Feb. Feb. 

Lead 
192 9 I9J' I9J5 I9J6 191} 1929 19)2 I9J5 I9J6 

England. London 100 6g 79 86 100 93 64 73 80 
U. S., New York 100 6g 71 78 100 113 78 81 8g 
Germany. Berlin 100 52 54 59 100 88 46 47 52 
France. Paris 100 65 82 85 100 96 62 79 81 

Zinc 
England. London 100 73 73 7& 100 80 59 58 61 
U. S., New York 100 71 81 go 100 86 61 71 78 
Germany. Hamburg 100 57 51 52 100 79 45 41 41 
France. Paris 100 66 83 76 100 86 57 71 65 

Tin 
England, London 100 8g 142 127 100 74 86 105 94 
U. S., New York 100 71 133 125 100 74 53 98 9° 

Rubber 
England, London 100 44 77 go 100 10 9 16 18 
U. S .• New York 100 25 72 8g 100 18 5 15 16 

Newsprint 
Canada. Ottawa 100 113 80 8. 100 84 95 57 6g 
Sweden 100 107 86 85 100 54 8g 7' 71 

Beet. fresh 
France, Paris 100 120 107 log 100 8g 107 g6 97 
U. S., Chicago 100 85 91 87 100 150 log 118 114 

Mutton, fresh 
France. Paris 100 125 '44 125 100 "5 145 165 145 
U. S .• New York 100 75 74 66 100 100 73 74 66 
England. London 100 88 105 89 100 110 g6 "S g8 
Germany, Berlin 100 85 107 110 100 101 86 loS 111 

Pork, fresh 
Germany, Berlin 100 80 8g 91 100 loS 86 g6 98 
France, Paris 100 "4 82 97 100 115 129 95 110 
U. S .• Chicago 100 65 125 "4 100 105 65 129 118 
England, London 100 84 92 85 100 119 100 110 101 

From 1929 to 1932 raw materials declined in relative worth 
in 47 of the 58 markets represented in Table 16. From 1932 
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to February 1936 there were further declines in u of these 
markets. advances in 34. The measurements on the 1913 base 
throw light on the longer swings of the prices of foodstuffs 
and basic materials. In 1929. 37 of the 58 quotations in world 
markets reflected losses in the trading relations of primary 
producers. with reference to pre-War conditions. (In most 
instances the 1929 positions of primary producers were mum 
stronger than those prevailing in the early years of the dec- • 
ade.) In 1932. 50 were below their pre-War parities with 
general commodities; by February 1936 this number had 
been reduced to 45. Here is evidence of some improvement 
in the trading positions of primary producers but -the posi­
tion of 1929. or that of 1913. was by no means restored. 

These measurements define changes in the trading rela­
tions of primary products for general commodities within 
the various countries represented. The base of reference in 
each instance is the wholesale price index of the given coun­
try. in terms of national currencies. But these varying stand­
ards do not furnish the basis of international trade. In Table 
17 we are able to follow the price movements of primary 
products with reference to broader standards. These mea­
surements. constructed by the Economist, ttice changes in the 
sterling and dollar prices of primary products. and in their 
corresponding gold prices. from the date of the departure 
of the United Kingdom from the gold standard. -

-Sterling prices of primary products advanced 12 to 14 per 
cent with the dropping of the gold standard by England in 
September 1931. Fluctuations followed. but without notable 
change in the average level until the end of 1933. Further 
advances in the sterling price of gold contributed to elevate 
the sterling prices of primary products to a level some 20 to 
30 per cent above that of September 1931. The dQllar prices 
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TABLE 17 

PRICES OF PRIMARY PRODUCTS. 1951-1956 

(In Mtional currencies and in gold) 

PRICES OF PRICES OF 
PRIMARY PRODUCTS 1 PRICES 01' GOLD I PRIMARY PRODUCTS 
British A.merican British A.merican British A.merican 

19Jr (sterling) (dollar) (sterling) (dollar) (gold) (gold) 
Sept. 18 100 100 100 100 100 100 
Sept. 50 III 95 "4 100 go 95 
Oct. 28 "4 101 114 • 00 92 .0 • 
Nov. 25 "5 g8 152 100 II? 98 
Dec. 50 "7 94 141 100 81 94 

z9J~ 

Jan. 27 ,,6 94 '4
' 

•• 00 81 94 
Feb. 24 II' go '40 .00 86 go 
Mar. Ia 111 86 155 100 B4 86 
Apr. 20 105 B4 '50 100 8. B4 
June 29 99 80 '55 100 74 80 
July 17 '04 B4 '57 .00 76 B4 
Aug. 24 "2 8g '40 .00 80 8g 
Sept. II "7 go '40' 100 B4 go 
Oct. 19 "" B4 '44 100 78 B4 
Nov. 50 "2 78 '54 .00 75 78 
Dec. 18 .og 77 '46 100 75 77 

19JJ 
Jan. '5 '08 78 '45 100 76 78 
Feb. 2. '04 77 145 100 75 77 
Mar. I. '04 80 '41 100 75 80 
Apr. 19 .05 8g '4' log 74 81 
May 5' ,,6 .06 146 "9 80 91 
June .8 ,,8 "7 144 15° 81 91 
July 16 III . 125 146 159 85 go 
Aug. IS 117 "9 148 158 79 86 
Sept. .. "7 III 157 155 74 78 
Oct. 18 "5 .og 155 141 75 77 
Nov. 19 "5 "7 148 157 78 75 
Dec. '5 "5 "7 148 154 77 76 

191# 
Jan. 51 ,,8 125 157 165 75 76 
Feb. 28 12' 128 161 168 75 76 
Mar. .8 121 128 160 168 76 76 
Apr. IS 110 liS .60 16g 75 74 
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TAB L It I 7 (cont.) 

PRICES OF PRIMARY PRODUCTS. '95'-'936 

PRICES OF .... CESOl' 
PRIMARY PRODUcrs 1 PRICES OF COLD J: PRIMARY PIlODUcrs 
British ..4merican British American British American 

'911 (st ... ,int! (dollar) (stmint! (dollar) (gold) (gold) 
May 23 '2' 129 .6. .6g 76 76 
June 10 125 'M 160 188 76 80 
July .8 .25 '57 .60 .88 77 8. 
Aug. "9 '''9 '5' '64 '7' 79 88 
Sept. 06 .06 '49 .66 '70 76 88 
Oct. .14 '.14 '46 '64 .6g 76 B7 
Nov. II uo '49 '64 .88 73 6g 
Dec. '9 u5 '54 .66 .88 74 91 

'9Jj 
Jan. 50 "5 '51 '67 167 74 91 
Feb. 27 '14 '54 '70 '67 75 91 
Ma.. 27 .25 '48 '7' .68 7' 88 
Apr. 24 u4 '51 16g .88 74 go 
May 22 u8 '5' '67 .68 76 go 
June '9 '26 '44 .66 .6g 76 85 
July 3' u7 '46 .66 .6g 76 86 
Aug. 28 .06 '4' .65 .6g 76 B4 
Sept. 25 .,. '49 .66 .88 79 88 
Oct. 23 'M '45 .66 .6g 80 86 
Nov. 20 .,. '44 .66 .68 79 86 
Dec. .8 .,. '42 .66 .6g 79 84 

'9J6 
Jan. 29 '52 '46 .66 '70 80 86 
Feb. 26 '33 '45 .66 '7' 80 85 
Ma.. 25 'M '44 .66 '69 8. 85 
Apr. 29 '35 '43 .66 .68 80 85 
May "7 150 140 '64 .68 79 S. 
1 Computed by the Economist &om the wholesale prices of important JaW 

materials. The list given by the Economist includes: 

Wbeat Cocoa Wool Lead 
Maize Sugaz Cottonseed oil Pig iron 
O.ts Lard Copper Petroleum 
Linseed Bacon Tin 
Coffee Cotton Rubber 

(Nota to Table '1 t:OtJt:llUktl on ,. 2'6) 
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of primary products fell during 1931 and 1932, reaching a 
low point in the early months of 1933. With depreciation of 
the dollar and a sharp increase in domestic business activity 
the dollar prices of these products advanced about 60 per 
cent in the spring lind ~arly summer of 1933. Thereafter 
there was no substantial change until the spring of 1934, 
~espite further advances in the dollar price of gold. Drought 
and crop scarcity in 1934 brought a sharp rise in the dollar 
prices of primary products, and in their American gold prices. 
Although the sterling and dollar prices of gold stood at the 
same general levels from 1934 to 1936, the dollar prices of 
primary products were consistently"higher than the sterling 
prices. Domestic conditions in the United States contributed 
to this differential. 

The very considerable recoveries of primary products in 
sterling and dollar prices are to be contrasted with the cor­
responding changes in their gold values, in British and 
American markets. These stood, in 1936, 15 to 20 per cent 
below the 1931 level. The gold prices of primary products in 
the United States advanced with the upswing of 1934, and 
later retained part of this gain. 

The great international schism between the prices of basic 
materials and industrial finished products that was re-opened 
by the recession of 1929 had been somewhat lessened by the 
early months of 1936. Certain basic commodities had re­
gained a substantial part of their lost purchasing power; 
others still stood in positions of marked disadvantage. These 
relations are vividly brought out by measurements defining 

(Notes to Table z'} concluded) 
The prices of these oommodities with the exception of wool were taken 
from various American markets; the wool quotation is taken from Le Havre. 

:iii Gold prices are based upon exchange rates. not on Treasury quotations. 



THE WORLD PRICE STRUCTURE u7 

changes in the net barter terms of trade of leading industrial 
and raw material producing countries (Table 18). These 

TABLE 18 , 
NET BARTER TERMS OF TRADE FOR EIGHT COUNTRIES.' 

• '9'5-'935 

1929 '93' '931 '935 E9Z} 1921 :1929 :1932 :1934 :1935 
United Kingdom '00 87. 114 87 .00 8_ 88 76 74 760 
France .00 87 85 114 .00 95 .05 9' fig 88 
Germany .00 fig 74 79 .00 95 65 70 76 
United States .00 114 79 77 .00 78 95 8. 75 , 73 
Hungary .00 .08 97 89 100 156 116 107 113 '04 
New Zealand .00 '58 109 .00 '35 9- '45 119 
Argentina .00 '5_ 145 .00 '59 '07 16_ '56 
Dutch East Indies 100 '46 136 135 100 155 106 185 '7" '7

' 
1 The index numbers of import and ~pon prices from which these measure­
ments are derived are given in Review of World Trade, z9J4 (League of 
Nations, Geneva, 1955). p. 8a. 

measurements, which may be taken to define changes in the 
physical volume of exports required to pay for a fixed quan­
tity of imported goods. are derived from index numbers of 
the prices of goods entering into foreign traae. An index of 
prices of goods imported by a given country, divided by an 
index of prices of goods exported by that country, on the 
same base, yields an index of net barter terms of trade .. " 

The divergent fortunes of industrial and colonial areas 
between 1929 and 1932 are clearly revealed by the indexes 
in Table 18. In the four industrial countries listed first we 
note declines ranging from 16 to 31 per cent in the volume 

18 The use of average prices ot imported and exported goods in deriving 
measurements of this type involves the .assumption that no substantial 
changes occur in the physical character of a country's export and import 
trade. This assumption ia reasonably valid: jn,~ respect of changes over short 
periods; it it far less sound as regards changes over one or two, decades. 
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. of export~ exchangeable for a fixed quantity of imports; in 
the remaining four countries, which are heavy exporters of 
primary products, the volume of exports given in exchange 
for a fixed quantity of imports increased from 8 to 58 per 
cent. The several years following brought some amelioration 
of these conditions. But in' 1935 the net barter terms of trade 
remained distinctly favorable to indus.trial countries, un· 
favorable to areas exporting raw materials. A shift of base 
to 1913 shows a somewhat 'more extreme cleavage between 
these two groups of countries. Trading relations of 1935 
were far removed from those of pre-War days. 

Turning now to primary products of agricultural origin, 
we find a notable difference persisting between their prices 
in important industrial countries and in areas producing 
primarily for export (Table 19). These index numbers mea· 
sure changes in agricultm:al prices relatively to the movement 
of general wholesale prices. Thus if the index for agricultural 

TABLB 19 

PER UNIT PURCHASING POWER OF AGRICULTURAL 
COMMODITIES. '9'!r'955 

(In terms 0/ all commodities at wholesale) 

D«. 
1929 1932 19J5 19J5 :1913 1929 1932 '9J} 

Argentina 100 6. '/0 75 
Canada 100 69 85 86 100 loB 74 go 
England and Wales 100 115 116 111 100' 106 110 114 
Finland 100 81 83 85 
France 100 .. I 105 107 100 91 115 97 
Germany 100 100 106 107 100 95 95 100 
It.ly 100 105 logO 100 106 110 
Netherlands 1 100 100 loB 104 
New Zealand 100 61 71 75 100' log 68 79 
Poland 100 99 95 95 
United St.tes 100 68 89 88 100 loB 75 g6 
1 Crop year. II 1911- 13=100 
o August. ." 1909-18==100 

Dec. 
19JJ 

91 
119 

99 
101 
115' 

81 

94 
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prices declines. in terms of this standard. it means that the 
prices of non-agricultural commodities ha1>e advanced. rela­
tively_· This happened between 1929 and 1932 for all the 
countries listed in Table 19 except Germany. France. Eng­
land. Italy and the Netherlands. In the main. these were 
protected areas for agricultural producers. in which pref­
erential advantages in home markets were given to domestic 
producers. In the United States. Canada. New Zealand. Ar­
gentina and Finland agricultural products lost substantially 
in relative worth. following the currents prevailing in world 
markets. Recovery. to December 1935. had failed to restore 
farm products to their 1929 parity with commodities in gen­
eral in the countries just listed. although appredable im­
provement had occurred. In France some of the relative 
advantage enjoyed by agricultural producers had been lost. 
but agricultural producers in the industrial countries of 
Western Europe retained substantial advantages. No world 
level of agricultural prices existed in 1935. The effects of 
nationalistic economic policies are clearly manifest in their 
divergent movements after 1929. 

We have noted that at the low point of the depression 
world price relations were definitely unfavorable to recovery 
of the capital goods industries. In Germany. in Canada. ~ 
the United States the prices of goods for use in capital equip­
ment were high. as compared with commodities in general. 
Liquidation had left them on a plateau above the general 
price level. Japan was a notable exception. By early 1936 
this condition had been materially improved in the United 
States. although construction costs remained high. Available 
measurements indicate some lessening. relatively. of the costs 
of capital goods elsewhere. The actual prices of such goods 
advanced in Japan. but they remained well below prices in 
general. . 

The record of world changes fr9m 1932 to 1936. in physical 
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terms. showed very substantial gains in production in a num­
ber of countries. For four years the general movement was 
one of irregular and spotty recovery. This was not a single 
great movement. however; it was rather of the nature of a 
series of national gains. largely disconnected. Considerilble 
advances were scored in Japan. Great Britain. the United 
States and other countries. but each national movement ap­
peared to be definitely limited in its international effects. 
The gains in world trade during this period were not com­
mensurate with the recoveries shown by domestic records. 
a apan increased the volume of its expott trade materially. 
but this movement was exceptional.) Qver these years the 
world was following a path of nationalistic development. No 
working international organization had been restored. Na­
tional self-sufficiency rather than regional specialization was 
the keynote of the time. as was strikingly manifest in the 
concurrent industrialization of colonial areas and the pres­
sure towards agricultural development within industrial 
nations. 

The price movements of the period of recession and re­
covery reflected the trend away from an international or­
ganization and towards a nationalistic system. We have traced 
the divergence of national price levels and the disparate 
changes of factors related to production costs. The price 
bases of world trading relations had been profoundly dis­
turbed by these movements. By 1936 some favorable de­
velopments had occurred. The world-wide schism between 
the prices of raw materials and of manufactured goods had 
been lessened. Some recovery had been made in world trade. 
Progressive depreciation of currencies had been checked. 
Announcement in September of sympathetic cooperation 
between England. France and the United States in the 
stabilization of exchange relations marked a forward step of 
great significance. But serious difficulties persisted. Disparate 
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price levels and widely different cost relations re-enforced pro­
hibitive tariffs and quota restrictions in checking commercial 
intercourse. A world price structure. witb its national ele­
ments mutually adjusted. had not yet been restored. 



CHAPTER V 

PRICE CHANGES AND THE FORTUNES OF 

PRIMARY PRODUCERS IN RECOVERY 

THE sharp pick-up that lifted prices above the depression 
lows of February 1933 was one of the most striking of which 
we have record_ Within five months the general level of 
wholesale prices advanced 17 per cent. Thereafter the ad­
vance tapered off, but over forty months -the rise amounted 
to approximately 32 per cent. In June 1936 the general index 
of wholesale prices was 18 per cent below the July 1929level, 
having risen from a trough 38 per cent below_ 

The fact of the general price rise is important, but its 
incidence is of even greater significance. How did it affect 
the badly twisted price structure left by forty-three months 
of practically unbroken recession? Did it serve to correct 
some of the disparities that reflected radical shifts in the 
distribution of current income, or to intensify them? If the 
net effect was in the direction of correction, how have the 
later phases of the movement compared with the earlier? 
Here was a rise that was in some degree, at least, the result of 
conscious stimulation. Its effects on the shaken price structure 
of the depression, and possible variations in these effects 
with the passage of time, are of peculiar and compelling 
interest_ . 

In this chapter we are concerned with those price move­
ments and concurrent production changes that affected the 
purchasing power and general economic status of primary 
producers. Diverse as their products and problems are, pro­
ducers of raw materials have something in common in their 
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relation to economic processes at large. Yet the diversities 
that prevail among them call for specialized treatment of 
imponant groups. In particular. we shall deal with the dis­
tinctive problems of farmers during the recovery from the 
depression lows of the winter of 1932-33. In this economic 
area were focused a variety of attempts at selective inflation 
and production control. For this reason the course of events 
is of special interest. 

For primary producers as a class the recession was marked 
by severe price declines. by relatively small reductions in the 
volume of production. and by substantial losses in aggregate 
purmasing power. Particularly on the price front was weak­
ness apparent when the forces of recession were loosed. Spe­
cial circumstances in 1929 intensified the difficulties usually 
encountered by primary producers during a cyclical reces· 
sion. difficulties growing out of their distinctive relations to 
the stream of trade. the maracter of competition faced. the 
relatively limited control over supply and the influence of 
non-business considerations in the activities of agricultural 
producers. The problems of recovery and readjustment faced 
by these producers were similarly affected"by special condi­
tions-important shifts in the volume and maracter· of our 
export trade. and legislative and administrative measures 
designed to stimulate price improvement and to restore the 
purmasing power of this group . 

• 

RAw MATERIALS IN PRICE RECOVERY 

The changes brought by recovery in the general market 
relations between raw materials and manufactured goods are 
indicated in Table 20. As in past revivals. the first push of 
price recovery was 'felt by primary products. During the five 
months. February-July 1933. raW, materials gained 30 per 
cent in price. manufactured goods III per cent. 'To the cus-
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tomary stimulus that business revival gives to the prices 01 
primary products was added, at this time, the effect of de­
parture from the gold standard. Materials sold in world 
markets are most immediately influenced by monetary de­
valuation. In terms of per unit purchasing power these 
changes meant a gain of 10 per cent for raw materials, a loss 
of 5 per cent for products of manufacture. Reviewed against 
a pre-recession base, these movements cut in half the average 
per unit loss of purchasing power suffered by raw materials 

TABLE 10 

PRICES AND PURCHASING POWER OF RAW MATERIALS AND 
MANUFACTURED GOODS, JULY ~9'9""JiiNE 19361 

A. MOVEMENTS OF WHOLESALE PRICES 

July Feb. July Oel. May Sept. May Dec. Apr. June 
'929 '9JJ '9JJ '9JJ '9J1 '914 '9J5 '9J5 '9J6 '9J6 

RECESSION AND RECOYERY 
All commodities 100 6. 7' 74 77 81 83 84 82 82 

Raw materials 100 5' 66 65 68 75 78 78 77 78 
Manufactured goods 100 6g 77 80 83 B4 86 87 85 B4 
RECOYERY 

All commodities 100 117 121 125 131 'M 135 133 132 
Raw materials 100 130 129 'M '49 154 153 152 153 
Manufactured goods 100 lit 117 120 123 125 127 124 12. 

B. CHANCES IN PER UNIT PVllCHA5lNG POWER. 

July Feb. July Oct. May Sept. May Dec. At><. June 
'929 '9JJ '9JJ '9JJ '911 '911 '9J5 '9J5 ,,,6 '9J6 

RECESSION AND RECOYERY 
All commodities 100 100 100 100 100 100 100 100 100 100 

Raw materials 100 8. 91 87 88 95 94 95 94 95 
ManufacturOd goo<b 100 III 106 108 107 104 104 104 104 103 

RECOYERY 
All commodities 100 100 100 100 100 100 100 100 100 

Raw materials 100 110 107 loS "4 "4 115 115 116 
Manufactured goods 100 95 97 96 94 95 94 95 92 

1 The index numbm from which these measurements for selected dates are 
taken appear in Appendix IV. 
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and the average per unit gain enjoyed by manufactured 
goods after forty-three months of recession. 

It is fair to assume that this movement toward the restora­
tion of earlier relations through the relatively rapid advance 
of the more seriously depressed prices was salutary. It is true 
that pre-recession relations among elements of the economic 
system may by no means be accepted as 'normal'. The re­
cession itself fumishesprima facie evidence that 1929 rela­
tions did not represent a state of equilibrium. Some correc­
tional movements within the price system and in other 
elements of the economy at large were undoubtedly called 
for. But the gap between the prices of raw and of processed 
goods that was violently opened during recession was a seri­
ous impediment to economic activity. The reduction of this 
gap during the spring of 1933 improved the status of raw 
material producers and stimulated intergroup trade. 

The rapid rise in the prices of raw materials in the early 
months of recovery was definitely checked in the late summer 
and early autumn of 1933. The general price advance was 
retarded, after July, and the pressure of price change upon 
the elements of the system at large was shifted. Commodity 
groups that had most successfully resisted the price decline 
of the preceding four years, and had moved upwards but 
slowly in price during the first months of recovery, began to 
feel the push of changing values, while among the groups 
previously most active the rise of prices was retarded. This 
reversal of tendencies is reflected in Table 20. The ten 
months following July 1933 brought an advance of 3 per cent 
in the average prices, at wholesale, of raw materials, and a 
rise of 8 per cent in average prices of manufactured products. 
In terms of relative purchasing power, the situation in May 
1934 was further removed from the pre-recession situation 
than was that of July 1933. 

The shift in the incidence of price advance in the summer 
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of 1933 was in part a direct result of the earlier movement. 
Higher prices of materials may be expected, after an interval, 
to affect the selling prices of finished goods. Moreover, in the 
earlier period manufacturers were stocking up materials 
prior to the introduction of the new codes that went into 
effect under the National Industrial Recovery Act in the 
summer and fall of 1933. Raw material prices reflected this 
heavy buying in the spring of 1933. Later retardation was 
natural. As a final factor, undoubtedly important but dilli­
cult to appraise in quantitative terms, the enforcement of 
the wage, hour and price provisions of the new industrial 
codes played a part in raising the pri~es o{fabricated goods 
between July 1933 and May 1934. 

After May 1934 new forces were injected into the situation. 
Drought and consequent crop destruction, superimposed 
upon a program of output limitation, operated powerfully 
to raise market prices among agricultural raw materials. By 
.september 1934 average raw material prices had advanced 
11 per cent from the May level; the average price of manu­
factured goods had risen less than 3 per cent. Adaptation to 
the conditions created by the codes and a lessening of the 
pressure towards higher costs and prices under the codes 
were factors in checking the more rapid advance that had 
prevailed in earlier months. The net results are most clearly 
reflected in the index numbers of purchasing power in Part 
B of Table 20. The figures for September 1934 define a situa­
tion closer to pre-recession parity than at any time after the 
low point of February 1933. Substantial corrections had been 
effected in the maladjustments created during recession. The 
recession gain in the average per unit purchasing power of 
manufactured goods had been reduced from 11 to 4 per cent, 
and the loss of raw material purchasing power had been re­
duced from 18 to 7 per cent. 

Minor price fluctuations during the succeeding twenty-one 
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months brought a net advance of less_than 2 per cent in the 
general level of wholesale prices. Raw and manufactured 
goods were left in the same relative positions as in the au­
tumn of 1934. The stability of the price level and the con­
stancy of price relations between raw and processed goods 
over a period marked by steadily expanding business activity 
and rising profits, and by the termination of the industrial 
codes, have been notable features of recent economic de­
velopments. 

The fortunes of four major groups of raw material, pro­
ducers during this period of recovery may be followed in the 
record of Table 21. The outstanding feature of the early 
price recovery was the amazing advance in the prices of raw 
farm crops. No other group approached the gain of 65 per 
cent, in five months, that was made by these commodities. 
Raw mineral products advanced only 6 per cent. Aninlal and 
forest products rose· markedly, by amounts well in excess of 
the 17 per cent gain recorded for the general index. The 
sharp alteration in the incidence of price change during the 
three following months, July 1933-0ctober_1933, is apparent 
in these several index numbers of raw material prices, as well 
as in the contrasting movements of the prices of raw and 
processed goods. Farm crops lost a third of their earlier gain, 
in terms of actual prices; animal products barely maintained 
their mid-summer position; forest products continued to ad­
vance, but at a lpwer rate; the prices of raw mineral products 
spurted ahead, gaining in three months twice the amount of 
the previous five months' advance. 

Crop reduction and drought brought a further notable 
advance in the prices of farm crops in 1934, with a subse­
quent decline in 1935. Animal products rose steadily, to the 
end of 1935. Raw forest and mineral products dropped be­
hind in the rise and lost in purchasing power. During the 
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TABLE 11 

PRICES AND PURCHASING POWER OF FOUR GROUPS OF PRIMARY 
PRODUCTS. JULY '91g-JUNE '936 

A. MOVEMENTS OF WHOLESALE PRICES OF RAw MATEJUALS 

July Feb. July Oel. M.., Sel>l. May Dec. Apr. June 
'92 9 '9JJ '9JJ '9JJ '911 '9J4 '9J5 '9J5 '9J6 '9J6 

RECESSION AND RECOVERY 
Farm crops .00 40 67 57 64 75 75 67 69 73 
Animal products 100 39 5' 5' 5' 6, 74 76 73 7' 
Forest products • 00 63 78 8, 87 83 80 8_ 8 • 8. 
Mineral products .00 73 78 S, S, Sg 88 9' 9' go 

RECOVERY 
Farm crops .00 .65 '4- '59 IS, .80 '67 '7' .8. 
Animal products 100 13· '3' .,. '58 ISg '94 .86 .8. 
Forest products '00 '·4 .,. .,8 .,. 117 119 118 118 
Mineral products 100 106 119 110 ". 110 114 '"4 124 

B. CHANGES IN PER UNIT PURCHASING POWER OF RAw M'ATEIUALS 

July Feb. July Ocl. May Sel>l. May Dec. Apr. June 
'929 '9JJ '9JJ '9JJ '9J4 '9J4 '9J5 '9J5 '9J6 '9J6 

RECESSION AND RECOVERY 
Farm crops 100 65 go 77 83 93 88 8. 84 go 
Animal products .00 63 71 Sg 67 77 Sg 9' Sg 86 
Forest products .00 .0_ .06 111 113 .03 97 g8 99 99 
Mineral products '00 118 .07 116 113 110 .05 .og III 110 

RECOVERY 
Farm crops .00 '4' "7 118 '43 '34 '" "9 '37 
Animal products .00 "' .og .05 10' '4' '43 '40 '36 
Forest products .00 .06 .og 110 .0. 94 96 97 97 
Mineral products .00 91 99 96 93 Sg 9" 94 93 

first six months of 1936 farm crops advanced appreciably and 
animal products lost in purchasing power. In June 1936 raw 
minerals had an average per unit worth 10 per cent greater 
than in July 1929; raw forest and animal products and farm 
crops were respectively, I, 14 and )0 per cent below the pre­
recession level. The range of difference is considerable. but 
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far less than that of February 1933. The worst of the price 
inequalities existing in the winter of 193~-33 had been 
ironed out. 

Behind these diverse price movements lay a host of factors. 
Changing monetary values. and hopes and fears concerning 
further changes; important modifications of working condi­
tions and production costs as the Administration's program 
of recovery unfolded. and hopes and fears connected with 
these changes; shifts in current and potential supplies. as a 
result of administrative action and the play of natural forces 
-all these combined with fluctuations on the demand side to 
create an extraordinary complex of factors alfecting the level 
of commodity prices and the relations among the prices of 
different commodity groups. Some of these factors are dis- ' 
cussed in subsequent sections. We should note here. how­
ever. the major changes in supply accompanying the shifts 
that recovery brought in the prices of raw materials. 

Variations in the annual output of the four chief classes 
of raw materials are indicated by the accompanying index 
numbers of physical production.' We do not find a perfect 

1939 .1932 '9JJ '9J4 '9J5 
Farm crops 100 93 85 7" 89 
Animal product. (.laughterings) 100 105 105 ln8 94 
Forest products 100 58 48 49 55 
Mineral products 100 61 67 71 77 

inverse relation between production and price movements 
between 19~9 and 1935. for changes in market demand and 
in stocks on hand constitute additional factors. not here 
represented. However. the groups for which prices were 
maintained during the recession-forest and mineral prod­
ucts-were those in which production was most severely cur­
tailed. Mineral products suffered less in price than forest' 

1 The sources of these measurements and the movements of their component 
elements are indicated in Appendix VII. 
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products, though production of the latter declined by a 
larger percentage. This is accounted for by the virtual ces­
sation of building and the consequent great decline in demand 
for lumber. Maintenance of the output of crops and animal 
products was a factor, of course, in their sharp price declines 
during recession. 

With recovery, the greatest immediate price advances oc­
curred among farm crops, the output of which was reduced, 
particularly in 1934, by crop reduction and drought. The 
relative price rise through 1934 was much lower for animal 
products. Output (which here means slaughterings) was 
maintained for this group, and even increased in 1934 as a 
result of feed shortage. The lower price gains of mineral 
and forest products were accompanied by increases in output. 

The later strength of the prices of raw animal products, 
manifest in the 1935 price quotations, reflects substantial 
reductions in the existing supplies of meat animals-an after­
math of the earlier feed shortage and forced marketings of 
1934. The following comparison of the number of meat 
animals on farms' at the beginning of 1934 and of 1935 

Cattle and calves 1 

Hogs. including pigs 
Sheep and lambs 

]4n. I, I9J., 
47.2°5.000 

58.6 .. .000 
530713.000 

Jan. 1,1935 
41.195.000 
39.0c>4.ooo 
51 ,251,000 

Percentage 
decre4Se 

10-4 

35-5 
1·7 

1 Excludes cows and heifers, two years old and over, kept for milk. 

indicates the nature of the forces responsible for the sharp 
spurt in the prices of farm animals and meat products in 
1935. Reduced supply contributed to the strength of the 
prices of farm crops and animal products during recovery, 
as it had to the relative strength of prices of raw forest and 

. mineral products during recession. But other forces, operat-

I Crops and Markets, February 1956. p. 54. 
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ing from the monetary and demand side, played important 
parts in the price advance of 1933-36. 

FARM PRODUCTS IN WHOLESALE MARKETS 

We pass to a more detailed consideration of recovery, as 
it affected the class of primary producers that suffered most 
severely during the decline (Table 22). During the first five 
months of recovery the average price, at wholesale, of raw 
products of American farms advanq::d just 50 per cent; dle 
prices of non-farm products rose but 12 per cent. Here 
was a movement of amazing proportions, whim contributed 
materiaIly to correct one of the major price disparities of the 

TABLE • .1 

PRICES AND PURCHASING POWER OF FARM AND OTHER 
PRODUCTS, JULY 19.9-JUNE 1936 

A. MOVEMENTS 01' WHOLESALE PRICES 

Jul, F.b. July Oct. May S.pt. May Doc. A.pr. June 
'92 9 '9JJ '9JJ '9JJ '9J4 '9J4 '9J; '9J; '9J6 '9J6 

RECESSION A.ND RECOVERY 
All oommodities 100 6. 72 74 77 81 83 84 82 8. 

Products of American 
farms. raw 1 100 40 59 55 58 70 76 74 73 74 

All other oommodities 100 68 76 80 83 84 85 87 85 84 
Products of American 

farms, raw 
Producers' goods 100 37 57 51 56 70 78 74 74 7" 
Consumen· goods 100 47 66 63 63 70 71 7" 69 78 

RECOVERY 
Ail commodities 100 117 121 115 131 134 135 133 131 

Products of American 
farms,raw 1 100 150 138 146 177 191 186 184 186 

All other commodities 100 u. u8 121 115 liS 117 114 123 
Products of American 

farms. raw 
Producen·goods 100 155 140 ·15" 190 213 20. 10" 197 
Consumen' goodI 100 '41 135 135 150 150 153 148 166 



232 PRICES IN RECESSION AND RECOVERY 

TABLE 22 (cont.) 

PRICES AND PURCHASING POWER OF FARM AND OTHER 
PRODUCTS. JULY 19.9-JUNE 1936 

B. CHANGES IN PER UNtt PURCHASING POWER 

Jul, Feb. Jul, Oct. Ma, S.pt. Ma, Dec. Apr. Jun. 
'9'9 '9JJ '9JJ z9JJ '9J4 '9J4 '9J5 '9J5 '9J6 '9J6 

RECESSION AND RECOVERY 
All commodities 100 100 100 100 100 roo 100 100 100 100 

Products of American 
farms. rawl 100 64 8. 73 75 86 91 88 88 90 

All other commodities 100 110 105 loS '07 lCl4 101 104 103 105 
Products of American 

farms. raw 
Producers' goods 100 59 78 68 '7· 86 94 89 90 88 
Consumers' goods 100 76 9' 8S 8. 87 8S 86 64 9S 

RECOVERY 
All commodities 100 100 100 100 100 100 100 100 100 

Products of American 
farms, rawl 100 128 "4 117 13S 145 138 138 '4' 

All other commodities 100 95 g8 97 94 93 94 94 95 
Products of American 

farms. raw 
Producers' goods 100 '3· 116 112 146 158 ISO 'SI 148, 
Consumers' goods 100 liD 111 loS 11S III 115 111 lOS 

1 The index numbers of prices of raw crops and raw animal products given 
in Table 21 are not confined to products of American farms. as are the 
measurements in Table sur. 

depression. Subsequent changes follow the pattern outlined 
in the opening section of this chapter-an appreciable loss of 
relative position by raw farm products between July and 
October 1933. minor fluctuations between October 1933 and 
May 1934. followed by a substantial price rise under the in­
fluence of the adverse crop conditions in the summer of 1934. 
By September 1934 raw farm products were in a better rela­
tive position than in the summer of 1933. This advantage 
was maintained and, indeed, slightly improved. over the suc­
ceeding twenty-one months. In June 1936 the average per 
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unit purchasing power of raw fann products was 41 per cent 
higher than in February 1933. and 10 per cent lower than in 
July 1929. The latter figure may be compared with the cor­
responding index for February 1933. which was 36 per cent 
below the pre·recession level. 

The gains of this advance were not even. as among the 
various types of fann product. We have noted that raw crops. 
which are mOre directly affected by the monetary forces play­
ing on international markets. fared much better in the 1933 
rise than raw animal products. Animal products gained 
slightly more than crops in the advance of the summer of 
1934. and further improved their position in the winter -Of 
1934-35. If we distinguish raw fann products intended for 
productive use from those ready for direct consumption. we 
find that the greater decline of the fonner. during recession. 
was offset by a more rapid advance during the recovery in 
raw material prices. The present record ends. in June 1936. 
with raw producers' goods. among fann products. 12 per cent 
below their pre·recession unit purchasing power. at whole­
sale. and raw consumerS' goods ·from the same source 5 per 
cent below. Cotton. wheat. cattle and hogs. the great staples 
that weigh heavily in the raw producers' group. scored more 
substantial price gains during the recovery than did raw 
materials ready for consumption. 

In appraising the situation existing from '933 to 1936 we may 
with advantage go back to a more distant base. Measurements in 
Table 23 are based on 1913. For the two main groups the shift 
of base makes little difference in average purchasing power. per 
unit. At the peak prior to the recession these two groups stood in 
approximately the same relative position as ill 1913. The net 
result of the conflicting currents of recession and recovery. up 
to June '936. was to leave the average purchasing power of raw 
farm products 8 per cent lower than in 1913. and that of non­
farm products 2 per cent higher. Similarly. the change of base 
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TABLE 28 

PURCHASING POWER OF RAW FARM PRODUCTS AND OTHER 
COMMODITIES, 191!-19S6 

CHANGES IN PER UNIT PURCHASING POWER. AT WHOLESALE 

July Feb. July Oel. May Sept. May Dec. Afn". lune 
'91J 1929 '9JJ 19JJ '9JJ '9J4 '9J4 '9J5 19J5 19J6 '9J6 

All commodities 100 100 100 100 100 100 100 100 100 100 100 
Products of Amer-

ican farms. raw 100 10. 66 84 75 77 6g 94 go 9' 9' 
All other com-

modities 100 100 110 105 107 '07 104 101 lOS lOS 101 

Crops. raw 1 100 102 66 9S 78 85 95 6g 8, 85 91 
Animal products. 

raw 1 100 g8 62 70 68 65 75 88 8g S, 85 

Products of Amer-
ican farms. raw 
Producers' 

goods 100 99 59 78 68 7" 86 93 88 8g S, 
Consumers' 

goods 100 112 85 102 95 9" g8 95 g6 94 107 

.1 These index numbers include raw crops and raw animal products of both 
American and foreign origin. 

brings but slight modification in the relative movements of crops 
and animal products, since their '929 relations were close to their 
pre·War relations. Wider differences are introduced into the 
comparison, among farm products, of raw producers' and raw 
consumers' goods. In July '929 these two groups stood, respec­
tively, 1 per cent below and 12 per cent above the 1913 level, in 
per unit purchasing power. The changes of recession and re­
covery left them, respectively, '3 per cent below and 7 per cent 
above 1913 parity with commodities in general, at wholesale. 

PRiCES RECEIVED BY FARMERS AND PRICES PAID BY FARMERS 

The price and purchasing power changes we have been 
discussing relate to wholesale markets. These are of high im-
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ponance in trade but they do not measure changes in the 
values of immediate concern to farmers. For this purpose we 
must take account of prices at the farm, and of prices actually • paid by farmers for the goods they buy (Table 24).-

• A pantlle1 treatment of the wholesale prices and farm. prices of agricultural 
products is necessary because of the magnitude of the distributive margin 
between these two sets of pria:s, and bec;:ausc: the movements of this margin 
in times of rapid price change are quite unlike the movements of prices 
actually received by farmers. 

The size of the margin varies. of course, for different commodities. The 
relative importance of one element of the margin, transportation charges. is 
indicated by the following figures. compiled by Thor Hultgren. of the Bureau 
of Agricultural Economics. Freight charges are comparatively high. in rela~ 
tion to price. for the articles here listed. . 

TRANSPORTATION CHARGES FROM REPRESENTATIVE PRODUCING 

POINTS TO NEW YORK CITY, 1928-1932, EXPRESSED AS 

PERCENTAGE! OF FARM PRICE OF SPECIFIED 

FRUITS AND VEGETABLES 

'9>8 z9~9 I9J:J 
Potatoes. Maine 8S 27 '5' 
Apples. Washington g6 64 .67 
Oranges. California 6g S6 .0. 
Grapcs. California, wine and table '51 llO S05 
Lettuce. California. second early ll6 87 '07 
Watermelons, Georgia ll4 .06 511 
Cobbage. New York (Danish. for market) .. 55 .6 • 
Onions. Texas. early bermuda and aeole 78 64 56 
Peaches. Georgia 94 6S 77 
Tomatoes. Florida, early. semnd SI 58 55 

The variations in these percentages are due. in the main. to Buaoations 
in the prices received by producers, not to changes in freight charges. Thul 
for Maine potatoes the price received by producers varied from 41.5 cents 
per 100 pounds. in 1952. to 20!.! .cents in 1929. while freight rates per 100 
pounds remained constant at 55.5 cents. _ 

Not qUite so rigid. but much less sensitive to changing economic con~ 
ditiol1l than general wholesale prices or farm". prices. are the various series 
of &eight rates represented below. .. 
(Footnote I concluded on p. ~J6) 
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Average prices at the farm dropped slightly more than 
wholesale prices of raw farm products between Jllly 1929 
and February 1933-63 per cent as against 60 per cent. The 
initial spurt of recovery. between 1<"ebruary and July 1933. 
carried the prices of farm products up about 50 per cent in 
both markets. For ten months thereafter farm prices as well 

(Footnote s concluded) 

INDEX. NUMBERS OF FREIGHT RATES 

VARIOUS CoMMonmES AND GROUPS WITH Co1UtESPONDING INDEX. NuMBERS FOIl 
WHOLESALE PRICES ~ FARM PRICES, 1915-1954 

1929 19J~ 19]# z9' J '929 19J4 
Grain. Chicago to Liverpool 100 8g '1I9 100 151 150 
Provisions. Chicago to Liverpool 100 97 8g 100 '99 '77 
Wheat. Chicago to New York 

By lake and canal 100 7' 
86 .00 III 95 

By lake and rail .00 84 77 100 '49 ll5 
By all rail .00 .00 8, 100 .88 '54 

Cattle, U. S. • 00 106 .0 • .00 156 '58 
Hogs. u. S. .00 99 99 .00 '59 '57 
Sheep. u. s. .00 .00 .00 100 '4' '42 

Total livestock. U. S. • 00 .0 • 99 100 '55 155 
Wheat. U. S. .00 99 99 '00 '48 '47 
Cotton. U. S. .00 65 58 .00 .65 95 
All traffic through Sault Ste Marie 

Average charge per ton per mile 100 88 95 .00 '57 149 
All traffic. Class I Railroads 

Average revenue per ton-mile .00 97 91 .00 '50 '57 
Wholesale prias, all commodities .00 68 79 100 '56 '07 
Prices received by producers of 

farm products 100 44 62 .00 '45 8g 

SOURCES: The various indexes of &eight rates are original data collected by 
the Department of Commerce and published in the annual StatutiCt.l1 Abstnact. 
The wholesale price index is that of the U. S. Bureau of Labor Statistics. 

The wholesale prices of farm products. as quoted in the compilations of 
the Bureau of Labor Statistics. do not necessarily re8.ect all the freight 
rigidities here cited. Much depends on the market to which a wbolesale 
price quotation relates. But the presence of such charges accoun15 for some 
of the differences between price movements at the farm. and price move­
ments in wholesale and retail markets. 
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TABLE 14 

FARM PRICES. PRICES PAID BY FARMERS AND PER UNIT PUR· 
CHASING POWER OF FARM PRODUCTS. JULY '92!r"JUNE '936 

1uly Feb. 1uly Ocl. May Sepl. May Dec. A.pr.1une 
'929 '9JJ '9JJ '9JJ '9J4 '9J4 '9J5 '9J5 '9J6 '9J6 

RECESSION A.ND RECOVERY 
Prices received: 

All £ann products 1 .00 37 56 53 56 70 74 75 7' 73 
Grains .00 08 78 57 64 93 93 74 74 7° 
Fruits .00 4° 54 5' 73 6o 65 6. 59 76 
Cotton and cotton-

seed .00 30 58 49 6o 76 72 68 66 66 
Meat animals .00 52 40 38 38 49 7' 7' 75 7' 
Dairy products .00 49 58 60 60 65 70 78 75 70 
Poultry products .00 40 46 6. 48 70 74 9' 65 6g 
Vegetables .00 60 63 76 55 83 79 84 66 62 

Prices patd by 
farmers 21 .00 66 70 76 79 80 85 60 79 78 

Per unit purchasing 
power of farm 
products .00 57 8. 70 70 85 8g 94 go 95 

RECOVERY 
Prices received: 

All farm products 1 .00 '5
' 

'42 '49 .87 '96 200 '9' '94 
Grains .00 '76 .03 229 529 ~29 26. .6. '56 
Fruits .00 127 120 '7' '45 '55 '44 '39 .80 
Cotton and cottonseed .00 '9' .6. 004 '50 '39 "3 218 218 
Meat animals • 00 124 12 • 12. '55 ·°5 .. 6 056 .. 6 
Dairy products 100 119 125 123 '54 '45 .60 '54 '45 
Poultry products 100 115 '55 120 '73 .83 225 .62 '72 
Vegetables .00 .06 128 93 '38 '5' '42 112 lOS' 

Prices paid by farmen' .00 .06 "5 120 125 126 12' 120 "9 
Per unit purchasing power 

of farm products .00 '4" 123 124 '50 '56 .66 '59 '64 
SOtmCE: The Agricultu7'al Situation, monthly bulletin of the Bureau of 
Agricultural Economics. Department of Agriculture 

1 Includes tobacco and a few other commodities not dassified in the given 
subgroups. 
I The commodities entering into the index of prices paid by fanners include 
good. bough. for .ile farm family (food. 'clothing. furniture. bUilding 
materials for the bouse. automobiles for family use, etc.) and goods boughr 
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as wholesale prices fluctuated slightly. In May 1934 the level 
of farm prices was practically the .same as it had been in July 
1933. The second great advance of recovery then set in. 
Within four months farm prices advanced to a level 87 per 
cent above, the depression low. More than half the losses of 
recession and depression had been made up. During the fol· 
lowing fifteen months, to the end of 1935, a further net gain 
of about 7 per cent was scored. A decline of about 3 per cent 
occurred in average farm prices in the first six months of 
1936. 

The price movements of this period varied widely among 
the different classes of farm products. Grains, meat animals 
and 'Cotton, the heaviest sufferers iii the-' decline, scored the 
greatest advances. As of June 1936 vegetables stood farthest 
below the pre-recession level; fruits, meat animals and: grains 
stood closest to it. It is to be noted that the drop of some !l 
per cent in average farm prices in early 1936, after the ter­
mination of the Agricultural Adjustment Act, was influenced 
by substantial declines in the prices of poultry products and 
vegetables. Meat animals held their position, and grains and 
cotton declined slightly. 

We have seen that the trading position of the farmer suf­
fered a great loss during the recession, because prices paid 
failed to adjust themselves to the drop in prices received. 
Recovery brought a definite improvement, in this respect. 
During the first five months of rapid rise, when farm prices 
were gaining 51 per cent, prices paid by farmers were ad­
vancing only 6 per cent. Subsequently, a sharper advance 
occurred in prices paid, but by June 1936 these had risen 
only 19 per cent from their low point, while average prices 

for use in production (feed. farm machinery. trucks, tractors, fertilizen. 
equipment and supplies, seed. etc.). 

Index numbers 01 per unit purchasing power are secured by dividing 
indexes of prices received by indexes of prices paid. 
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received by farmers had almost doubled. Although the net 
loss from the pre-recession level was greater among prices 
received than among prices paid, the average per unit worth 
of the farmer's product was, in June 1936, only 7 per cent 
less than in 1929. 

There were wide. differences, of course, among farm prod­
ucts with respect to these gains and losses. The immediate 
record ends, in June 1936, with fruits 3 per cent below their 
July 1929 level of purchasing power, and with truck crops 
22 per cent below. The other groups fell within these ,ex­
tremes.' 

AGRICULTURAL PROCESSING TAXES AND PRICE CHANGES 

In some degree the advance in 1933 and 1934 in the prices 
of commodities made from agricultural products was due to 
the levying of processing taxes. These taxes, designed to 
provide revenue for rental and benefit payments to farmers 

6 The comparison of farm. prices for specific months, particularly for differ­
ent calendar months, may not be satisfactory as a pro~ure for determin­
ing actual changes in the worth of a farmer's products, because the 
farmer's marketings are not equally distributed throughout the year. More­
over, the prices in anyone month may be unrepresentative of the average 
prices prevailing during the year. In the preseot instance the use of July 
1929 as base causes no distortion for farm products as a broad class. The 
july index of prices received was only one per cent above the average of 
prices received during the calendar year 1929. For some groups the differences' 
were greater. 

Because' of seasonal variations in marketings and purchases, however. it 
is well to trace changes in the per unit purchasing power of farm products 
by years. The acmmpanying index numbers of per unit purchasing power 
define these movements. As is to be expected. the swings are less pronounced 
on the' annual than on the monthly basis. For all farm products there was a 
lou in per unit purchasing power of 86 p~r cent between 1929 and 1952. 
Subsequent gains reduced this lOIS, by 1955. ,to 9 per cent. 

19'9 19J' 19JJ -rgU 19J5 
All groups of farm products 100 64 67 77 91 

19J' 19JJ 19JI 19J5 
100 106 III 141 
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in connection with the crop reduction program under the 
Agricultural Adjustment Act. were levied upon the first 
domestic processing of goods intended for domestic consump­
tion_ The rate was to equal "the difference between the cur­
rent average price at the farm and the fair exchange value 
of the commodity". although discretion was left to the Secre­
tary of Agriculture to lower the tax if the domestic consump­
tion of a given commodity were reduced_ The commodities 
originally included were wheat. cotton. field corn. hogs. 
rice. tobacco. milk and its products. Later rye. flax. barley. 
grain sorghums. cattle. sugar beets. sugar-cane and peanuts 
were added to this list. 

The actual incidence of these processing taxes may not be 
defined precisely. There are three possible consequences of 
the levying of such taxes: prices to the final buyer may be 
raised; prices received by the primary producer may be re­
duced; the price margin representing costs of fabrication 
may be reduced and the tax absorbed by the processor. (This 
statement refers. of course. to the direct effects on prices. No 
reference is here made to possible effects on production. con­
sumption. stocks. exports and imports. etc.) If conditions were 
static. and we possessed full knowledge of the elasticities of 
demand and of supply for each product taxed. it would be 
possible to trace the incidence of these taxes and their effects 
on the volumes sold and consumed. Actually. the taxes were 
imposed under highly dynamic conditions. with considerable 
shifts occurring in the position and. possibly. in the shape of 
the curves of supply and of demand. These changes may not 
be precisely defined. and only qualified statements concern­
ing the incidence of the processing taxes are justified. 

Certain of the conditions prevailing tended to make the 
consumer pay the tax. The demand for most agricultural 
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products is inelastic. Moreover, the imposition of the taxes 
was, in general, coincident with reductions in the volume of 
primary products produced, and with increases in demand, 
as consumer incomes rose. On the other hand the supply of 
agricultural products is, in general, insensitive to changes in 
price, and this facilitates the passing of the tax to the seller 
of materials. Since considerable changes were occurring on 
both demand and supply sides when the tax was imposed, 
processors were probably able to pass a large part of the tax 
forward to consumers or back to primary producers. 

The effects of the tax v.aried, of course, from commodity 
to commodity. In the main, however, the tax probably in­
creased prices to consumers and gave primary producers 
somewhat lower returns than they would have secured with 
the same output, had there been no tax on processing opera­
tions. Fabricational margins were probably not materially 
affected.' 

The relative importance of the taxes levied on the process­
ing of four major commodities, at two dates, is shown in 

April '914 April '935 
Tax as Tax as 

Price 
percentage percentage 

ofhrice Price of ~rice 
without wit out without wit out 

tax Tax tax 
Com, contract 

tax Tax tax 

grades (bu.) $ -467 $ .05 11 $ .8go $ .05 6 
Wheat, #., red winter, 

Chicago (bu.) .838 ·30 36 ,99" .30 30 

Hogs. light butchers 
(100 lb •• ) 5.970 1.15 

Cotton. New Orleans 
57 9.075 1,25 15 

(lb.) .119 "'41 35 .u8 "'41 56 

e An interesting discussion, tending to the conclusion that taxes on the 
processing of hogs fell. in the main. on primary producers. appean in the 
Journtd of Farm Economics for May 19!5~ liThe Incidence of the AAA 
Proceosing Tax on Hop", Geolhey Shepherd, pp. 321"34. 
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the accompanying tabulation. These taxes, as of April 1934, 
ranged from 11 per cent of the current price, without tax, for 
corn, to 57 per cent for hogs. The percentages varied, of 
course, with changes in the market prices of the various prod-
ucts. In April 1935, after the notable price advances for 
corn and hogs, they had fallen to 6 per cent for corn and 25 
per cent for hogs. For wheat and cotton, the figures stood at 
30 and 36 per cent, respectively. 

TABLE 25 

RELATIVE PRICES OF IMPORTAN,);. RAW MATERIALS AT 
WHOLESALE, JULY 1909-JUNE 1986 

July Feb. July Oct. May Sept. May Dec. Apr.June 
'9'9 '9JJ '9JJ '9JJ '9J~ '9J~ '9J5 '9J5 '9J6 '9J6 

RECESSION AND RECOVERY 
Com 100 "3 5' 41 51 81 87 57 62 64 
Wheat 100 34 78 64 64 84 78 87 79 74 
Hogs 100 31 39 41 80 61 80 82 92 88 
Sugar. raw 100 72 92 88 73 ,6 86 82 00 98 
Cotton 100 3' 57 50 61 ,0 66 63 6. 64 
Wool 100 46 '9 S, 88 80 6g 84 6g go 
Coal. bituminous 100 91 91 101 107 107 loB 111 110. 110 
Pig iron 100 73 84 92 97 9' 97 108 108 108 
Copper. ingot 100 2, 49 45 46 49 49 51 52 52 
Lumber 100 6g 8. ,8 88 86 ,6 ,8 78 ,8 

RECOVERY 
Corn 100 247 1'5 220 350 376 14' 268 277 
Wheat 100 "5 188 IS, 242 .. 6 252 280 215 
Hogs 100 .. 6 188 00 100 262 2,0 802 2S, 
Sugar. raw 100 12, 121 101 105 119 114 186 136 
Cotton 100 181 158 198 2 .. 208 200 196 201 
Wool 100 1'4 191 194 1'5 151 184 19B 19B 
Coal, bituminous 100 100 III 118 118 119 .. 2 121 121 
Pig iron 100 115 126 158 183 153 141 141 141 
Copper. ingot 100 182 170 1'4 184 184 19o 194 195 
Lumber 100 119 112 110 liS 110 111 III III 
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Recession and Recovery in the Prices of Important Raw Materials 

Space limitations prevent a detailed survey of the price and 
production movements affecting individual raw materials during 
the six years of recession and recovery. In following the major 
changes of this era it is necessary to deal with rather broad cate­
gories. which may lack. concrete significance to many readers. We 
therefore supplement the preceding general account with figures 
relating to the fortunes of imporiant single commodities (Table 
25). Comment is not attempted. Readers may compare the 
changes in the prices of individual commodities with the group 
measurements presented in preceding tables. ' 

TIMING OF PRICE CHANGES DURING RECOVERY: 

A MONTHLY RECORD 

In tracing and appraising the price gains of recovery. our 
interest extends beyond the net changes over the period 
studied. The pace and character of the changes should be 
followed. month by month. During the period covered by 
this record major changes in monetary policy occurred, and 
it is desirable to consider their possible effects on the prices 
of commodities. Again. the incidence of the forces affecting 
prices may vary. The pressure towards price advance may 
shift from the most seriously depressed groups to other 
groups, already in positions of relative advantage. In Table 
26 are given measurements of percentage changes. by months. 
in the prices of raw materials and manufactured goods. at 
wholesale. The same story appears in graphic form in 
Figure II. 

The detailed records in Section A of this table may be 
most readily followed in the summary by periods in Section 
B. The five months, February-July 1933. cover the first 
phase of the new monetary policy of the government, begin-
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FICURE 11 

WHOLESALE PRICES OF RAW MATERIALS AND MANUFACTURED 
'GOODS IN THE UNITED STATES, FEBRUARY 19M-JUNE 19S6 

Po, 
cent 
160r----------+-----------r----------~--------~ 

140r----------t----~----_r----------~--------_1 

120 I----,I---+ ..... -=~~:::::f Mlnu(.clured"iood'-!-_____ -j 

100~~-------r---------+----------~--------1 

June 

1933 1934 1935 1936 

TABLE 16 

RAW MATERIALS AND MANUFACTURED GOODS 

PERCENTAGE CHANGES IN INDEX NUMBERS OF WHOLESALE 
PRICES WITH NET DIFFERENCES AND CUMULATIVE 

19JJ 
Feb.-Mar. 
Ma,.-Ilpr. 
Ilpr.-May 

NET DIFFERENCES, FEBRUARY 19S5-JUNE 19S6 

ALL RAW 
COMMODITlES MATERIALS 

NET DIFFERENCE 
BETWEEN MOVEMENTS 

OF RAW MATElUALS 
AND MANUFACfURED GOODS 

Month Cumulated, 
MANU· to month Feb. 1955 

FACTURED or period to last 
GOODS to period month named 

A. MONTHLY MOVEMENTS 

(peT een.) 

+0.8 
+0.6 
+4-5 

0.0 
+0-4 
+0.6 
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TABLE a6 (cont.) 

RAW MATERIAlS AND MANUFACTURED GOODS 

PERCENTAGE CHANGES IN INDEX NUMBERS OF WHOLESALE 
PRICES WITH NET DIFFERENCES AND CUMULATIVE 

NET DIFFERENCES, FEBRUARY Ig3!t""JUNE 1936 
NET DIFFERENCE 

BETWEEN MOVEMENTS 
OF IlAW MATERIALS 

AND MANUFACTURED GOODS 
Month Cumulated. 

MANU- 10 month Feb.lg33 
ALL RAW FACI'VRED orp~od tolut 

COMMODITIES MATERIALS GOODS to period month named 

A. MONTHLY MOVEMENTS 
(per ..... ) 

19JJ 
May-June +4·1 +5.8 +3-4 +1-4 +11·5 
June-Jul, +6-4 +g.8 +4-7 +5.1 +17·9 
Jul,-Aug. +1·5 -1-4 +0·7 -4.1 +15.1 
Aug.-Sept. +1-4 +1-4 +1·5 -0.1 +1504 
S.p •. ~c •• +0.1 -0.8 +0·5 -1·3 +11.8 
Oct.-Nov. +0.1 +1 .• -0.1 +1-4 +15-7 
Nov.-Dec. -0-4 -0.1 -0·5 +0-4 +14.1 
Dec.-Jan. 1934 +1.8 +109 +1·7 +0._ +14·5 
193'1 
Jan.-Feb. +1.6 +1·5 +1·5 +U +16 .• 
Feb.-Mar. +0.1 -0-4 +0-4 ...-0.8 +15-3 
Mar.-AfW· -0·5 -0·7 -0-4 -0·5 +14·7 
AfW·-Ma, +0.6 +0.1 +0·7 -0.6 +14.0 
May-June +1-4 +305 +0'5 + •. 8 +17'9 
June-Jul, +0·5 +1.3 -0._ +1·5 +Ig.g 
Jul"j-Aug. +_.0 +5.6 +1.1 +0·5 +15·7 
Aug.-Sep •. +1,1 +1.0 +0.8 +1 .• +-5.6 
Sep •. ~c" -1.1 -1.8 -1·5 -0·3 +04.8 
Oct.-Nov. -0.1 -0·3 +0·5 -0.8 +15·8 
Nov.-Dec. +0.6 +1.1 +0-4 +0·7 +15.0 
Dec.-Jan. 1935 +1.0 +I.g +1-4 +1·5 +17.6 
1915 
Jan.-Feb. +0·7 +1.0 +0.6 +0-4 +18'5 
Feb.-Mar. -0.1 -0-4 +0.1 -0·5 +17.6 
Mar.-AfW· +0.8 +1.1 ","0·5 +0·7 +18.8 
AfW·-M., 0.0 -0·5 +0.1 -0-4 +18·5 
M4"j-JUM -0.6 -1.1 ~.* -0·9 +1609 
June-Jury -0·5 -1.0 -0.1 -0.8 +15·5 
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TABLE .16 (cont.) 

RAW MATERIALS AND MANUFACTURED GOODS 

PERCENTAGE CHANGES IN INDEX NUMBERS OF WHOLESALE 
PRICES WITH NET DIFFERENCES AND CUMULATIVE 

NET DIFFERENCES, FEBRUARY '95S-JUNE '936 

1935 
July-Aug. 
Aug.-Sept. 
Sept.-Cct. 
Oct.-Nov. 
Nov.-Dec. 
Dec.-Jan. I9J6 
1936 
Jan.-Feb. 
Feb.-Mar. 
Mar.-Apr. 
Apr.-May 
May-June 

Feb. 193J­
July 1933 

July 1933-
Oct. 1933 

Oct.193J­
May 1934 

May 1934-
Sept. 1934 

Sept. 1934-
May 1935 

MILY 193'­
Dec. 1935 

De •• 1935-
Jun. 1936 

NEJ'DIFPERENCE 
BETWEEN MOVEMENTS 

OF RAW MATERIALS 
AND MANUFACJ1JR£O COODS 

Month Cumulated, 
MANU- to month Feb. 1935 

ALL RAW FAcruam or period to last 
COMMODITIES MATERIALS GOODS to period month named 

+0 .• 
+0.2 

0.0 

+0 .. 
+0 .• 
-04 

-0 .• 
-1.1 

-0.' 
-1.2 

+0·9 

+5·5 

+4·9 

+0.6 

A. MONTHLY MOVEMENTS 

(per cent) 

+u 
0.0 

+04 
+0 .. 
+0 .• 
+04 

+0.6 
-'4 
-0 .• 
- ... 
+'·7 

+ • .0 

+0·5 
-0" 
+0·5 
+0·3 
-0.8 

-0·7 
_1.2 

+0 .• 
-'4 
+0._ 

B. MOVEMENTS BY PERIODS 

(per cenl) 

+11.6 

-0.6 

+5.0 

0.0 

+0 .. 
-0·5 
+0.6 
-0.' 
-0" 
+,.. 

+'·5 
-0._ 

-0" 
+0._ 
+'·5 

+5·7 

+-5·9 
+'5·5 
+_64 
+_64 
+_6 .• 

+-7·7 

+-9.6 
+_8·9 
+_8·5 
+_8·5 
+50.8 

+".8 

+go.8 
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ning with the prohibition of gold payments and the embargo 
on the export of gold and silver, on March 6, including the 
nationalization of gold, the passage of the credit expansion 
'rider' to the Agricultural Adjustment Act and the abroga­
tion of the gold clause, and ending with the rejection of the 
monetary stabilization program of the London conference 
on July 3- This was a period of rapid rise in the general price 
level, a rise that worked particularly to the advantage of 
depressed raw materials. The net gain of raw material prices 
in this period is measured by a difference of 17.9 betwt;en 
the index numbers for raw and processed goods, on the Feb­
ruary 1933 base. The next phase, July-October 1933, was 
marked by a slight retrogression in the prices of raw mate­
rials, and by more substantial losses in their relative position. 
These three months cover the period of the inauguration of 
the new industrial codes authorized under the National In­
dustrial Recovery Act. The record suggests that the forces 
released by this Act, combined with certain lagging conse­
quences of the first phase of recovery,· definitely tended to 
offset the ameliorative movements of the early months. 

During the third stage, October 1933 to May 1934, con­
flicting but minor movements occurred in the relative prices 
of raw materials and manufactured goods. Additional at­
tempts were made, by action on the monetary side, to stimu­
late price recovery. A government market for gold was' 
established and the price of gold was progressively advanced; 
a silver-buying program was approved; the Gold Reserve Act 
of 1934, reducing the content of the gold dollar 41 per cent, 

II By these "lagging consequences' I -mean. first. a swing back of raw material 
prices. after the sharp initial advance that. was stimulated to some extent 
by the desire to anticipate possibly higher costs under the codes. Supple­
menting this. a belated rise in the prices -of. fabricated goods was to be 
expected. as the effects of higher prices among raw materials were felt. 
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was adopted. The gain in the 'all commodities' index over 
these seven months amounted to fractionally more than 3 
per cent. The improvement in the position of raw material 
prices. relatively to the prices of manufactured goods. is de· 
fined by a net difference of 1.4 between the respective index 
numbers. 

The sharp advance in farm prices in the summer of 1934. 
accompanying drought and crop reduction. marks off the 
fourth period. It carried the average prices of all raw mate­
rials up 10.6 per cent; manufactured goods rose only 2.2 per 
cent. The net changes of the succeeding eight months. which 
extend to the end of the period of industrial operation under 
NRA codes. were slight. The seven months to the end of 
1935. and to the termination of the AAA. brought a small 
net loss to raw materials; in the final period. in 1936. this 
loss was more than made up. as raw material prices held and 
the prices of manufactured goods declined. 

The appreciable gains in the relative status of raw mate­
rials were scored during two brief periods-the first five 
months of sharp recovery and the four months of drought in 
the summer of 1934. Only under the pressure of the special 
conditions existing in these periods was substantial ameliora­
tion effected in the distortions of the raw·processed price 
relationship. 

One important class of raw materials. agricultural prod­
ucts. calls for attention. in this survey of the timing of price 
changes. because of the distinctive price difficulties prevail­
ing among them and because of the special efforts made to 
improve their status. Monthly changes in the wholesale 
prices of farm products and in prices at the farm. and the 
relations between changes in the prices of agricultural and of 
non·agricultural products. are shown in Table 27 and in 
Figure 12. 



FIGURE 11 

PRICES OF FARM PRODUCTS AND OTHER PRODUCTS IN THE UNITED STATES. FEBRUARY '955-JUNE 1955 
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TABLE 27 

PRICES OF FARM PRODUCTS AND OTHER COMMODITIES 
PERCENTAGE CHANGES IN INDEX NUMBERS WITH NET 

DIFFERENCES AND CUMULATIVE NET DIFFERENCES, 
FEBRUARY 1955-JUNE 1956 

WHOLESALE MARKETS FARM AND .RETAIL MARKETS 
NET DlFPERENCE NET DIFFERENCE 

Prod· MonthCumu- Prices Month Cumu~ 
uets to lated~ f,;'id by to lated, 
of All month Feb. rmers month Feb. 

Ameri- other or 1955 Faqn for or 1988 
can com· period to last pnces. com- period to last 

farms, modi- to month all modities to month 
raw ties period named group. bough, period named 

A. MONTHLY MOVEMENTS 

19JJ 
(per .. nt) 

Feb.-Mar. +5·- 0.0 +5" +5·' 0.0 -1.0 +1.0 +1.0 
MaT.-Apr. +5.8 +0.1 +5·7 +9.1 +5·5 +1,0 +4-5 +5·5 
Apr.-May +14·5 +-·5 +12.0 +"·5 +17·' +1.0 +16._ + ... 6 
May-June +7-5 +3-3 +4.0 +.8 .• +4-4 +1.0 +5-4 +-7.1 
jun<>-july +12.0 +5-4 +6.6 +58.7 +16·9 +5·9 +15.0 +45.0 
july-Aug. -5-5 +'·5 -5.8 +5°·9 --4.8 +4-7 -9·5 +5-·7 
Aug.-8epl. -1·5 + •.• -5-7 +.6.1 +1·5 +5.6 -It·5 +5°·6 
5,pI.-Oct. -3·5 +0·9 --4.' +.0-4 -1·5 0.0 -1·5 +_6·9 
Oct.-Nov. +0·9 0.0 +0·9 +01·7 +_.6 0.0 +_.6 +5°·6 
Nov.-Dec. -0·9 -0.' -0·7 +-0·7 -1·5 0.0 -0·5 + 0609 
Dec.-Jan. z9J4 +4·7 +1.1 +5.6 +05·9 -1·3 +0·9 --.. +°4·-

1931 
Jan.-Feb. +3-9 + ... +-·7 +30-1 +7.8 +1·7 +6.1 +33.1 
Feb.-Mar. -0·5 +0._ -0·7 +'9.0 +1 .. +0.8 +0-4 +55-9 
MaT.-Apr. -1.0 -0.1 -1·9 +_6·3 -1-4 0.0 -1-4 +5°·3 
APT.-M.~ -0._ +0·7 -0·9 +'5.1 0.0 +0.8 -0.8 +'9·3 
May-June +7.1 +0 .. +6·9 +35·- +4·9 0.0 +4·9 +36.6 
june-july +1·9 0.0 +1·9 +38 .. +1 .. +0.8 +0-4 +37-4 
july-Aug. +6.8 +0·7 +6.1 +48.5 +10·5 +-·5 +7.8 +5°·7 
Aug.-8ept. +3.8 +0·7 +3.1 +53-9 -1-7-5 +0.8 +&·5 +6_·5 
Sept.-Dc •. -5·' -0·7 --·5 +49.1 _1.0 0.0 -1.0 +&0·7 
Oct.-Nov. -0·3 -0.1 -0.' +48.7 -1.0 0.0 -1.0 +58.8 
Nov.-Dec. + • .0 +0.1 +1-9 +5 •. 0 0.0 0.0 0.0 +58.8 
Dec.-Jan. Z9J5 +5·5 + ... +4-8 +60 .• +5·9 0.0 +5·9 +6g·7 

i9J5 
Jan.-Feb. +1.8 +0·5 +1·3 +6_.8 +3·7 +0.8 +'·9 +76.1 
Feb.-Mar. -0.1 -0.1 0.0 +62.8 ---2·7 0.0 ---2·7 +70·7 
Mar.-Apr. +5·- +0 .• +3.0 +68·5 + •. 8 0.0 + •. 8 +76•1 
Af>r.-May -0-5 +0.1 -0.6 ,.67·8 -1·7 0.0 --1·7 +70·7 
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TABLE .7 (conI.) 

PRICES OF FARM PRODUCTS AND OTHER COMMODITIES, 
PERCENTAGE CHANGES IN L'IDEX NUMBERS WITH NET 

DIFFERENCES AND CUMULATIVE NET DIFF.ERENCES, 
FEBRUARY '955-JUNE '956 

WHOLP.SA.LE MARKEl'S FARM AND RETAn. MARKETS 
NET DIFFERENCE NET DIFFERENCE 

Prod· MonthCumu- Prices Month Cumu-
uets to lated~ e!by to lated, 
of AlI month Feb. ers month Feb. 

Amen- other or '955 Farm for or 1955 . can com· period to last prices, com· period to last 
farms, modi- to month all modities to month 

raw ties period named groups bought period nam~ 

A. MONTHLY MOVEMENTS (cont.) 
rp<1" cenl) 

'935 
May-]une -2., -0 .• -2 .. +65.0 -5·7 0.0 -5-7 +65-4 
]""'"11,,1, -2.0 -0" -,.8 +59.6 -'09 -0.8 -1.l +60·7 
July-Aug. +'09 +0.8 + •.• +6'09 +S·9 -0.8 +4-7 +68.g 
Aug.-Sepl. 0.0 +0·5 -0·5 +6'·5 +o.g _1.6 +2·5 +72.7 
Sepl.-ocl. -0·5 +0 .• -0.6 +60·5 + •. g 0.0 + •. g +76-4 
Oct.-Nov. -0·7 +0.6 -I.! +58-4 -0·9 -0.8 -0 •• +75.6 
Nov.-Dec. +0·5 +0 .. +0., +59·' +'09 0.0 +'09 +7g·1 
Dec.-}an. 1936 +0 .• -0.6 +0·7 +60.2 -o.g 0.0 -O.g +77-4 

"936 
Jan.-Feb. +0·7 -0., + • .0 +6 •. 8 0.0 0.0 0.0 +77-4 
Feb.-Mar. -2.8 -O.g -1·9 +57.8 -4.6 -0.8 -S·8 +69·s 
Mar.-Apr. +0.8 -0" + • .0 +59.6 + • .0 0.0 + • .0 +71.1 
Apr.-May -I.a _1.1 -1.1 +56·9 -1.g 0.0 -l.g +67·5 
May-June +S·6 +0 .• +3-5 +6S" +5·9 -0.8 +4-7 +75·7 

B. MOVEMENTS BY PERIODS 

Feb. '933- IPer cent) 
]ul, 1933 +50-4 +"·7 +S8·7 +58.7 +50.9 +5·9 +45.0 +45.0 

]ul, '93J-
Oct. 1933 -8 .• +5·5 -'S.6 +20-4 -8.0 +8-4 -'4·5 +26.g 

Oct. Z9JJ-
Ma, '934 +509 +5.0 +2.g +15·' +5·' +4-5 +0.8 +29·5 

Ma, '93".. 
Sepl. '914 +21,0 +'·7 +'9·5 +53·9 +'5.6 +4·' +"·5 +6'·5 

Sepl. '9U-
May 19J5 +8-4 + ... +7.2 +67·5 . +4·9 +0.8 +4·' +70.7 

May '935" 
Dec. z931 -S·· + • .8 -4.g +5g·· +'09 -509 +5.8 +7g·· 

Dec. 1935-
June '936 +0 .. -5.0 +5·' +65" -2.8 -"7 -1.1 +75·7 
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Here •. again. the record may be most readily followed in 
the summary by periods. in Section B of Table 27. Agricul­
tural products gained in relative price during the first up­
ward rush of the spring and early summer of 1933. Their 
differential gain in wholesale markets. in relation to all non­
farm products. was 38.7 (the net difference in July 1933 be­
tween index numbers on the February 1933 base). The 
relapse in the autumn months. as the push of the first rush 
weakened and as the force of rising prices was felt by manu­
factured goods. cut this gain almost in half. The seven fol­
lowing months of mixed movements brought a small net 
advantage to raw farm products. The 'stimulus to agricultural 
prices provided by drought brought a substantial rise to a 
new level. in the summer of 1934. a level above that of July 
1933. In the three succeeding periods only small changes 
occurred. The persisting gains of farm products were sub­
stantial. however. as is shown by the final figures given. 

To the comparisons dealing with trading relations in 
wholesale markets we may add a survey of changes in the 
actual buying and selling relations of farmers. which are also 
shown in Table 27. The movements of index numbers of 
farm prices and of prices paid by farmers parallel those of 
the wholesale price measurements previously reviewed. but 
the relative margins of advantage of farm producers. during 
the several phases of the recovery movement. are wider. In 
June 1936 the differential gain of farm prices. starting from 
the February 1933 base. amounted to 75.7. 

These several exhibits show very clearly that the real gains 
of agricultural products. and the gains of raw materials gen· 
erally. were scored during two short periods. The advance 
began with the first push of detachment from the gold stand· 
ard and of escape from the fears engendered during the bank· 
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ing crisis of the winter of 1932-33. The stimulus of this rise 
was definitely selective, in that it was felt most strongly by 
the prices of the most depressed commodities, primary prod­
ucts.. The period of further monetary experimentation was 
marked by minor cross<urrents of change, with no distinct 
consequences. Drought, with crop reduction, brought the 
second great stimulus to farm products, the most important 
element of the raw materials group. This gain was held, and 
even increased somewhat, during the months that followed 
the drought. During the first six months of 1936, following 
the termination of the AAA, a differential movement in favor 
of farm products occurred in wholesale markets; there was a 
small net loss in farm markets. 

CHANGES IN THE AGGREGATE PURCHASING POWER OF PRIMARY 

PRODUCERS DURING RECOVERY 

We have seen that the per unit purchasing power of raw 
materials, in wholesale markets, increased -16 per cent be­
tween February 1933 and June 1936. For raw products of 
American farms the average per unit gain amounted to 41 
per cent, when purchasing power is measured with reference 
to prices in wholesale markets; in terms of goods actually 
purchased for productive and living purposes the gain was 
64 per cent. But the economic status of producing groups is 
dependent rather upon aggregate income and purchasing 
power than upon per unit prices and purchasing power. In 
Table 28 we trace the shifts brought by recovery in the aggre­
gate purchasing power of different classes of primary pro­
ducers. The measurements relate .to changes in the gross 
income of major producing groups, and to corresponding 
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changes in purchasing power. We do not here deal with the 
final net incomes of these groups, as consumers. 

TABLE 28 

AGGREGATE VALUES OF PRIMARY PRODUCTS AND AGGREGATE 

PURCHASING POWER OF PRIMARY PRODUCERS 

INDEX NUMBERS. 19'!)-1955 

(1) (.) (3) (4) (5) 
AGCREGATE VALUE AGGREGATE COMMAND OVER. GOODS, 

OFPRODUcr AT WHOLESALE, AND FACl"Oas AFFECTING IT 1 
Aggregate Purchasing 

Number of command power 
over goods '_ _,per unit physicalnoits 

All primary producers 
1929 100 100 (100) 100 100 
1932 45 64 (6g) 79 88 
1955 50 73 (71) 81 87 
19M 59 75 (76) 88 86 
1935 88 81 (80) 93 87 

Producers of: 
Raw farm products a 

1929 100 100 (100) 100 100 
1952 45 86 (65) 65 99 
1933 54 78 (86) 6g 96 
1934 61 71 (75) 78 93 
1935 71 85 (80) 88 91 

Raw mineral products 
1929 100 100 (100) 100 100 
193' 4' til (7') 115 6. 
1933 45 6a (76) 113 67 
1934 56 71 (80) 11. 70 
1955 60 75 (81) 106 77 

Raw forest products 
1929 100 (100) 100 100 
1930 05 (37) 97 38 
1933 36 (so) 108 48 
1954 42 (54) log 49 
1935 45 (54) 97 55 

1 Command over goods relates to purchasing power in wholesale markets. 
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The changes between 1929 and 1932 in the purchasing 

power of primary producers have been discussed in Chapter 
III. We have noted a drop of about 57 per cent in the aggre­
gate value of raw materials. representing a loss of about -36 
per cent in total command over goods, at wholesale. Declin­
ing volume (12 per cent loss) and reduced purchasing power 
per unit (21 per cent loss) accounted for this reduction in 
aggregate purchasing· power.' Three years of recovery 
brought an advance of approximately 27 per cent in the 
aggregate purchasing power (in wholesale markets) of pri­
mary producers. a gain due entirely to increased per unit, 
worth of their products; for this gain paralleled a loss of 

The index numben of whole;ale prices. derived from those of the Bureau of 
Labor Statistics. are as follows: 1919. u)(J; 19!1. 68: 1953. 69: 1954. 79"; 
19~5. 84-
2 The two sets of entries relating to aggregate command over goods are de­
rived independently. Those appearing as the main series represent the 
measurements of 'aggregate value of product' deflated by an index of whole­
sale prices. The entries in parentheses are the products of the corresponding 
measurements of 'purchasing power per unit' and 'number of physical units'. 
The independently derived measurements agree fairly.- closely. for all primary 
producers: differences are greater for the subgroups. For farm products the 
differences are due in some degree to the fact that the main series re1ate 
partly to crop years, while the derived series relate to calendar years. For 
forest products the index numbers of aggregate value and purchasing power 
are derived from price and production data. 
I When the price and value figures relating to farm products are de8.ated by 
prices paid by farmers. we have the following record. The c;olumns corre­
spond to those in the table. 

19"9 100 100 (100) 100 100 
19J2 45 64 (6~) 64 99 
1911 54 76 (65) 67 96 
1911 61 76 (71) , 77 95 
1915 71 87 - (80) 91 91 

T The figures are not entirely consistent since they are derived independ­
ently. See footnote I to Table a8. 
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about 1 per cent in physical output. In 1935 the total physi­
cal income of primary producers (as approximated above) 
was some 20 per cent less than in 1929; their total physical 
production was 13 per cent less.8 

The three rna jor groups of pnimary producers represented 
in Table 28 fared quite differently. with respect to changes 
in total purchasing power. In 1932 producers of farm and 
mineral products were fairly close together. with aggregate 
money income from 55 to 58 per cent below the 1929 level. 
and with aggregate real income reduced by from 30 to 40 
per cent. Low per unit purchasing power and high produc· 

. tion contributed to this result for farmers. while low produc· 
tion and relatively high per unit purchasing power were 
factors in the changes affecting mineral producers. Producers 
of raw forest products maintained the per unit worth of their 
products close to the 1929 level. but suffered a drastic decline 
. (exceeding 60 per cent) in physical output. The result was a 
loss of more than 60 per cent in aggregate purchasing power. 

The changes from 1932 to 1935 that helped to restore the 
real incomes of farmers were advances in per unit worth. 
Physical volume of production declined some 8 per cent. 
Among mineral producers increasing output raised real in­
come; the three years of recovery brought an actual loss in 
the per unit purchasing power of their products. Forest 
products. which gained substantially in physical output. 
scored the greatest gain in aggregate purchasing power. 

The estimates of aggregate command over goods. for these 

8 Changes in aggregate purchasing power are estimated on the assumption 
that changes in the prices of the goods bought by primary producen paral~ 
leled the general movements of prices at wholesale. This assumption is 
Justified. for purposes of general comparison. but the estimates should not 
be taken to measure with accuracy the actual change in the purchasing 
power of any group of producers. 



PRIMARY PRODUCERS 257 
three groups of producers, are somewhat rough, but they 
indicate the general nature of the changes brought by reces· 
sion and recovery. Taking account of the margins of error 
involved, we may say that in 1935 the aggregate physical in· 
come of agricultural producers was about 15 or 20 per cent 
less than in 1929, having risen some 25 per cent from the 
low level of 1932. The physical income of producers of raw 
minerals in 1935 was from 18 to 27 per cent less than in 1929; 
here also a gain of about 20 per cent had been made from 
the 1932 level. The aggregate real income of producers of 
raw forest products in 1935 was some 46 per cent less than 
in 1929: the rise from the 1932 level had amounted to more 
than 40 per cent. 

For agricultural producers it is possible to refine somewhat 
the rough estimates of Table 28, and to secure more exact 
measurements of the changes in the aggregate purchasing 
power of their income. The entries in Table 29 indicate the 
nature of the absolute and relative changes in gross farm 
income between 1929 and 1935. The cumulative decline of 
agricultural returns, a decline due almost entirely to falling 
unit purchasing power rather than to declining production, 
carried the gross income of farmers down 55 per cent be· 
tween 1929 and 1932. Prices paid by farmers for goods us.ed 
in production and family maintenance dropped 30 per cent. 
1£ we correct by this index in estimating the change in agri· 
cultural purchasing power we have a more exact measure 
than that given in Table 28. (In that table, in default of 
suitable. specific deflators for the different producing groups, 
an index of wholesale prices waS used throughout.) We find 
that in 1932, as the net resuJt. of changes in farm output, 
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prices received and prices paid, the total real income of 
farmers was 36 per cent less than in 1929. The -succeeding 

TABLE 29 

GROSS INCOME FROM FARM PRODUCTION AND AGGREGATE 
PURCHASING POWER OF AGRICULTURAL PRODUCERS. 1929-1935 

A. GROSS INCOME 

(millions 0' dollan) 

Gross income arising from 
z929 .z9JO Z9JZ 19J2 '9JJ '934 '935 

productive operations 
Crops 50454 3.818 2.746 2"95 3,032 20977 30425 
Animal products 6.507 5.636 4.22!! 3.04lI 3.096 3.7"4 4.585 

Total 11.941 90454 6.g68 5.337 6,128 6,681 8.010 

Rental and benefit payments 278 595 498 
Total gross income 11.941 90454 6,g68 5.337 60406 7.276 8.508 

B. INDEX NUMBERS OF GROSS INCOME AND PURCHASING POWER 

(Purchasing power is measured 'With reference to prices paid by farmers) 

Gross income 
'9'9 '930 '93' '9J' '9JJ '9)1 '935 '9J' '933 '9)4 '9)5 

from productive 
operations 100 79 58 45 51 56 67 100 115 12:; 150 

Total gross income 1 100 79 58 45 54 61 71 100 120 136 159 
Prices paid by 

farmen 100 95 81 70 71 80 81 100 101 114 "7 
Aggregate purchas-

ing power derived 
-from productive 
operations 100 83 7" 64 71 70 Sa 100 113 110 128 

Total purchasing 
power 1 100 83 72 64 76 76 87 100 118 "9 136 

SOURCE: Crops and Markets, July 1935. p. 271: A.gricultural Situation, Febru­
ary 1936. p. 4: "Agricultural Income from Production in 19.55", mimeo­
graphed release of Bureau of Agricultural Economics, December 19, 1955; 
and "Income from Farm Production in the United States in 19M", also a 
mimeographed release dated September 1956. The data relate to crop years 
for aops. calendar yean for animal products. 
1 Includes receipts from rental and benefit payments. 
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year bl'Qught advances of 15 per cent in gross income, 13 per 
cent in aggregate purchasing power. If we take account of 
rental and benefit payments by the Federal government, 
these figures are raised to 20 and 18 per cent, respectively. 
Total agricultural purchasing power in 1933 remained, how· 
ever, 24 per cent below the 1929 aggregate even when rental 
and benefit payments to farmers are included in their gross 
income.' 

By 1935 further substantial gains had been scored in the 
money incomes of farmers. Gross income from prod1,lctive 
operations was 50 per cent above the 1932 level, in spite of 
a drop of 8 per cent in the net volume of agricultural pro­
duction. Adding to this the income from rental and benefit 
payments we have a gain from 1932 to 1935 of 59 per cent 
in the total gross income of farmers. However, the prices of 
commodities bought for use in production and family main· 
tenance were also feeling the push of advancing values. A 
gain of 17 per cent in this average partly offset the increase 
of income. The purchasing power of total gross income, in· 
cluding rental and benefit payments and receipts from live­
stock sales to the government, increased about 36 per cent 
between 1932 and 1935. In 1935 the index of aggregate farm 
purchasing power stood 13 per cent below the 1929 level; 
this represents a substantial loss of real income but the posi. 
tion was distinctly better than in 1932.' • 

• Total production of all types of goods in the United States, in 1933. was 
approximately 55 per cent less than in 1929. This includes. of murse, the 
output of the heavily depressed Clpital goods industries. The output in 19!5 
of manufactured goods intended for human mnsumption was 23 per cent less 
than in 'g2g. (el Table 60. Cb. VIII.) 
10 The index of aggregate fa~ purchasing power. in physical terms. may 
be compared with measurements of the total physical output of goods in 
the United. States. For all types of goods production in 1955 was some 22 
per cent less than in 1929. If we rake account only of manufactured goods 
intended for human consumption, the index. for 1955 was appl'Oximatdy 9 
per (IOIlt I ... thaD iD 'gIg. (eL Table 60. Cb. VIII.) 
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The purchasing power of gross farm income, it ,is clear, 
has been much more stable than the per unit selling prices 

'of farm products. Between 1929 and 1932 selling prices fell 
some 54 per cent, on the average. Buying prices were falling 
at the same time, however, and production was being main­
tained, with the result that the net loss of aggregate purchas­
ing power amounted to no more than 36 per cent. This was 
severe, of course, but much less severe than the price figures 
alone would indicate. There is danger of misreading the 
record of economic changes, and drawing erroneous conclu­
sions concerning the effects of recession, if attention be con­
fined to price disparities alone. Relative I!l0vements in the 
status of different economic groups are properly measured 
with reference to income rather than price changes. Because 
of the nature of intergroup trade, and the tendency for the 
relations of aggregate values to remain constant, the fluctua­
tions in gross income, for different groups, usually corre-

. spond much more closely than do price changes. Relatively 
high production tends to accompany relatively low prices, 
after a recession, while low production volume is usually 
found where high prices have been maintained." This was 
notably true of the gross income of farmers and of manufac­
turing industries, from 1929 to 1932. 

This does not mean that we may think of the welfare of 

11 Whether prices or production will be more flexible. when market condi­
tions force a change in aggregate value of output. depends upon the n:lative 
elasticities of demand and upon the degree of control exercised over price 
and production by members of the producing groups in question. In agri­
culture. where demand has been relatively inelastic. where there has been 
no effective control over supply on the part of producen as a group. and 
where prices have in the past been free of restraints and controls, adaptation 
to a changed aggregate value bas been effected. usually. through sharp price 
Huctuations. In basic manufacturing industries. where price rigidities are 
more important and where production may in general be effectively con­
trolled. production changes have played a more important part in the altera­
tions of aggregate values necessary to maintain intergroup uade. 
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consuming groups in tenns of gross income alone. Equal 
changes in gross income resulting from unequal price and 
production changes may represent quite different movements 
of net income. For when gross income is sustained through 
the maintenance of a high volume of output, as was true of 
agricultural income from '929 to 1932, correspondingly 
high production expenses may squeeze net income to a very 
low figure indeed. Fixed charges in the form of taxes, in­
terest, etc., take a far greater proportionate part of the re­
duced gross income of farmers in depression than of the 
largllr gross income of prosperity. The income available for 
personal expenditure is correspondingly reduced. Thus from 
'929 to '932 the gross income of farmers was declining some 
55 per cent and the cash available to farmers after payment 
of production expenses was cut about 70 per cent. On recov· 
ery, of course, the situation is reversed: net income rises more 
sharply than gross income. 

Table 30 indicates the nature of the changes occurring 
during recovery in various expenditures from the cash in-

TABLE 50 

AGGREGATE BUSINESS CASH ACCOUNT OF THE FARMERS OF 
THE UNITED STATES. Ig29"lg55 

EsTIMATED ELEMENTS 

Percentages of 1929 figure Pncentages of cash income 
1929 1932 I9JJ 1934 193j 1929 1932 1933 1914 1935 

Casb inoome 100 4-1 S2 60 fig 100.0 100.0 100.0 100.0 100.0 

Current expenditures 
Cash wages to hired 

labor 100 40 57 40 
Feed. seed aDd ferti· 

4-1 g.2 8,7 6·5 6.0 5.6 

lizer 100 44 46 49 
Containers. spray ma-

52 11.8 11·3 10·5 g.6 8.8 

terial and twine 100 73 70 '68 74 1·5 2·5 1.8 1·5 '-4 
Cost of operating 

traelon, autos and 
trucb 100 77 77 B4 95 4-5 8,3 6·7 6-4 6.1 
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TABLE 50 (cont.) 

AGGREGATE BUSINESS CASH ACCOUNT OF nIE FARMERS OF 
THE UNITED STATES. 1929""1935 

EsnMATED ELEMENTS 

Percentages of I9~9 figure Pucmtages of cash income 
z929 .l9J2 z9J) z934 19J5 1929 19)2 193) 19)4 z9J5 

Othercurren,expendi­
tures (fire insurance, 
ginning. harneY. ir-
rigation, etc.) 100 78 75 

Interest payable 100 87 81 
Taxes payable 100 79 68 

Total 100 61 59 

Capital expenditures 
Machinery. tractors 

and repairs 100 21 

Autos and trucks 100 20 

Farm buildings and 
repairs on farm 
buildings 100 27 
Total 100 2.5: 

Total production 

74 74 2-5 4-5 3.6 3.1 2·7 
67 6. 6·5 13.6 10.2 H 5·7 
64 64 5.8 10·9 7.6 6.2 5-4 
58 59 4,.6 60-4 46,9 40.1 35·7 

66 
64 

4·9 '-4 2-4 3.1 4·7 
3·9 1.8 2.1 3.0 3·5 

6. 2.7 1.7 109 109 2-4-
64 11·5 5-9 6-4 8.0 10.6 

expenses 100 52 52 54 60 53.1 66,3 53-3 48.1 46., 
Cash available after pro-

duction expenses (net 
cash income) 100 30 51 66 79 46.9 53.7 46,7 5'.9 53-7 

Prices paid by farmers 
for living 100 68 59 77 78 

Net cash income de-
Hated by prices paid 
by fanum for living 100 44 75 86 101 

SOURCE: Crops and Markets, July 1955. pp. 17.--72. and "Income from Farm 
Production in the United States in 1955" (mimeographed). September 1956 

come of farmers_ The net cash income of farmers increased 
73 per cent from 1932 to 1933. 120 per cent from 1932 to 
1934, and 163 per cent from 1932 to 1935- These gains ex­
ceed materially, of course, corresponding increases of 20, 36 
and 59 per cent in gross income. (Rental and benefit pay-
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ments are included in net cash income, as well as in gross 
income.) The adVances of these three years left net cash in­
come in 1935 approximately 21 per cent below the level of 
1929. When account is taken of reductions in the prices paid 
by farmers for living the estimates indicate thai: the actual 
1935 purchasing power of their net cash income was equal 
to that of 1929. With reference to the buying power of net 
cash income it appears that by 1935 the difficulties brought to 
agricultural producers by the depression had been corrected. 
Of course, expenditures on capital equipment in 1935 ~ere 
lower than in 1929; a somewhat larger percentage of cash 
income was being used for family maintenance. But when 
full account is taken of this, the figures indicate a 1935 posi­
tion only slightly below that of 1929. (See Chapter VIII, 
note 3, for figures of real farm income, after provision for 
depreciation.) 

These income returns may be made more specific by con­
sidering the actual operating results secured by sample 
groups of farmers between 1922 and 1934, as these have been 
compiled by the Bureau of Agricultural E!;onomics (Table 
31). A striking picture of the effect of recession on the cash 
returns of individual farmers is presented here. After a slow 
improvement from 1922 to 1929, which reduced the per­
centage of farmers operating at a net loss from 14 to 8, and 
increased the percentage making net incomes of $1,000 or 
more from 35 to 45.. three years of recession changed the pic: 
ture completely. The percentage suffering net losses rose to 
approximately 43, while the percentage earning $1,000 or 
more declined to less than 5. The chief effects of the first two 
years of recovery appear in the figures relating to the deficit 
group. This was reduced from 42.7 per cent of the total to 
18·4 per cent-a very considerable accomplishment. The 
average net result per farm in 1934 ($624) was still less than 
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TABLE! I 

AVERAGE NET INCOMES OF SAMPLE GROUPS OF FARMERS. 
1911-1934 1 

A. ABsoLUTE NUMBERS 

I922 I925 z929 I9Jo I9JI I932 I9iJ I9J4 
Number of reports 6,094 15.880 11.805 6,128 704S7 6.S8S 6.855 7.626 
Net result per farm $g'7 $ •• 297 $ •• 2g8 $5S8 $'54 $66 $5.6 $624 

B. PERCENTAGE DISTRIBUTION BY INCOME CLASSES 

Proportion of farmers 
obtaining: 

$1,000 or more SH 45-5 4407 23-5 g.2 H '5.8 21.6 
o to $ggg 50 •8 44·' 47-4 47.2 54.6 52·9 67.1 60.0 

Net loss '4·5 10", 7·9 '9,5 S6 •. 2 42.7 17.1 .8", 

1 Adapted from more detailed tables appearing in Agricultural Yearbook, 
'9S •• p. 895: and Crops and Markets. July '9S5. p. SOS. Net results represent 
cash receipts, less cash outlay. plus increase in inventory of personal property. 
Taxes are deducted. but interest is not. 

Cash income alone is included in this table. No account is taken of the 
cash value of farm. products consumed on the farm. 

half of the pre-recession return, but was many times higher 
than in 1932. In purchasing power, of course, this was much 
closer to the 1929 level than the dollar figures indicate. 

These data, like those previously given for farmers in the 
aggregate, relate to cash receipts. In defining the true posi­
tion of farmers account should be taken of that substantial 
portion of their real income which consists of farm products 
consumed on the farm. The physical contribution of the 
farm is relatively constant from year to year, though its cash 
value fluctuates with changing prices. This value was esti­
mated by the Bureau of Agricultural Economics at slightly 
below one billion dollars in 1933, sligntly higher in 1934. If 
we add this item to the purchasing power of the aggregate 
cash available to farmers after meeting production expenses 
(see Table 59), we may estimate a reduction of some 43 
per cent in the real income of farmers between 1929 and 
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1932, of 11 per cent between 1929 and 1934.18 On this 
basis the farm situation at the end of 1934 was brighter, 
relatively, than the situation of income recipients in general. 
The purchasing power of the total national income in 1934 
was, roughly, 20 per cent below the 1929 level. By 1935 the 
real income of farmers appears to have been restored to the 
1929 level. 

FARM PRICES, FARMERS' INCOMES, AND THE BURDEN OF 

FARMERS' DEBTS 

In 1929 farm mortgage debts plus other farm debts (short­
and long-term) amounted to approximately 12,000 million 
dollars. This constituted some 10 per cent of the total private 
debt of the country, and about 8 per cent of all debts (in­
cluding governmental debts)." Interest payments on farmers' 
debts in 1929 came to approximately 700 million dollars, 
about 6.5 per cent of the total cash income of farmers. In 
magnitude these figures were probably not excessive, rela­
tively to total non-farm debts and to the position of the 
farmer in the national economy." Farm mortgage debt, the 
most important element of total farm debt, amounted to 
about 9,250 million dollars in 1929, with interest payments 
of about 550 million dollars. 

An extensive discussion of the farm debt problem is not in 
order here. We are interested in it only in relation to the 
changing level of agricultural prices. The importance of this 

lJI These figures differ, of course, from those given at earlier points for the 
purChasing power of gross farm income. ' 
11 Based upon estimates of the National Industrial Conference Board; Con. 
terence Board Bulletin, February aD. 1988. "Debt and Its Burden." 
101 The total value of agricultural production, in 1929 (gross income of 
farmers) was about I, per cent of the total value of all finished goods; the 
receipts of farm .... less cash outlay on production. constituted about 9 per 
cent of the total retail value of consumers' goods. 
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relationship is suggested by the long term of the average 
farm mortgage-25 to 35 years, or more." Such a fixed long­
term debt charge may be a major obstacle to readjustment 
during a period of changing commodity values; for reduction 
of the total income with falling prices would tend, of course, 
to raise the percentage of net income required to meet such 
fixed obligations. 

Precisely this happened during the recession of 1929-32. 
Total interest charges, which amounted to approximately 
6.5 per cent of the total cash income of farmers in 1929, 
constituted 13.6 per cent in 1932. If we lump together taxes 
and interest charges we have a composite..of relatively fixed 

. charges which made up 24.5 per cent of total cash income in 
1932, as against 12.3 per cent in 1929. Falling prices and a 
fixed burden of taxes and interest were two millstones be­
tween which net farm income was compressed. 

This situation is a phase of one of the major problems 
faced by an economy such as ours today, in which heavy fixed 
obligations co-exist with a monetary standard that fluctuates 
in terms of commodity values_ The situation on b!)th sides is 
highly complex. A price level is an average of many diverse 
values. Identical price levels at two dates are almost certain to 
represent quite different combinations of constituent prices. 
On the other hand, the debt burden existing at a given time 
is made up of innumerable individual obligations, incurred 
at various times (and thus at various price levels) and ex­
tending for varying future periods. Moreover, the individualS 
who must meet capital charges and current interest charges 
on their obligations receive incomes from many sources. A 
given variation in the price level will affect their debt-paying 
ability in highly diverse ways. 

15 D. L. Wickens, ~'Farm-MDrtgage Credit"; Technical Bulleti" No. ~88, 
U. S. Department of Agriculture, February 1931. p. 5. 
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Because of these complexities, the limitations attaching to 
the use of all averages are particularly important in dealing 
with price level changes in relation to debt charges. This 
applies with special force to the farm debt situation created 
by the recession of 1929-33. A restoration of the pre-reces­
sion price level would not necessarily correct the inequities 
created by the fall of farm prices and farm income. Only if 
the precise price and income relations of the pre-recession 
period were restored would these numerous and diverse in­
equities be corrected-and such restoration is inconceivable. 
Again. the restoration of the per unit purchasing power of 
individual agricultural products to the level of any previous 
date would not necessarily restore the debt-paying capacity 
of farmers. for such purchasing power is measured in terms 
of relations between two sets of current prices. The earlier 
ratio might be restored with total money incomes far below 
those of the earlier date_ And debt-paying ability depends 
upon total money incomes. 

Advancing farm incomes and considerable reductions in 
the aggregate amount of interest charges payable by farmers 
had greatly eased the farm debt situation by 1935. The actual 
reduction in interest payments between 1929 and 1935 
amounted to 270 million dollars. The proportion of total 
cash income devoted to interest payments fell from 13.6 per 
cent in 1932 to 5.7 per cent in 1935 (the 1929 percentage 
was 6.5). Interest and taxes together required 11.1 per cent 
of total cash income in 1935. as against 24.5 per cent in 1932. 
and 12.3 per cent in 1929. These figures (which are estimates 
of the U. S. Department of Agriculture) provide further 
striking evidence of the improvement three years had 
brought in the position of farmers. 
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RECENT CHANGES IN THE PRICES OF AGRICULTURAL PRODUCTS, 

IN RELATION TO THEIR PRE-WAR PURCHASING POWER 

One of the most revolut~onary features of the recovery 
program was the legislative declaration (in the Agricultural 
Adjustment Act) of a policy to establish and maintain the 
purchasing power of producers of important agricultural 
products upon a level equal to the average p~evailing from 
August 1909 to July 1914- (For tobacco the level of pur­
chasing power set as standard was the average of August 
1919-July 1929.) ,. Combined with this was a declaration of 
intention to protect consumers thrc;>ugh)imiting the per­
centage of consumers' retail expenditures for agricultural 
commodities, or products derived therefrom, to the percent­
age that was returned to the farmer in the pre-War period, 
August 1909-July 1914. The 'purchasing power' referred to 
in the Act was the average per unit purchasing power of farm 
products, measured with reference to the prices paid by farm­
ers for commodities used in production and family main­
tenance. 

Here was an unprecedented move, an attempt to 'establish 
and maintain', within a price system the chief elements of 
which are uncontrolled, a constant set of relations between 
the prices of two major classes of commodities-those pro-

UI The Soil Conservation Act, which was enacted on March I, 1936, after the 
VOiding of the Agricultural Adjwtment Act by the Supreme Court. sets up 
an income standard of parity, rather than a parity based on price relations. 
This objective, which supplements the general purpose of soil conservation, 
is the re-establishment of the ratio between the purchasing power of the 
nel income per penon on farms and that of the income per person not on 
farms that prevailed during the five-year period. August 19o9-July 1914-
This ratio is to be re-establishecl at as- rapid a rate as the Secretary of Agri­
culture considers practicable and in the general public interest. In interpret­
ing the Act, Secretary Wallace bas stated that production control of individual 
farm commodities is not possible under the new plan, and that therefore it 
may not be feasible to obtain exact parity of prices on a pre--War basis. 
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duced by farmers and those bought by farmers. Two ele­
ments of a highly variable complex were to be placed in 
definite relationship, and held there. 

It is not the purpose here to appraise this procedure, 
though fi:ertain problems and difficulties involved may be 
briefly indicated. The selection of a base period, with refer­
ence to which the standard is defined, was necessarily arbi­
trary. The period selected was relatively favorable to agri­
cultural producers, since it came at the end of a long period 
-more than a century, indeed, if irregular fluctuations be 
iguored-of advance in the relative per unit value of !arm 
products. This gain was due to the pushing out of the margin 
of cultivation in agriculture, and to the fact that productivity 
in non-agricultural industries had increased at a more rapid 
rate than in agriculture. The events of the post-War period. 
as we have seen, reversed this pre-War trend. The standard 
set in the Act was distinctly higher than any that had pre­
vailed since the prosperous period culminating in 1920. The 
justification advanced was that, in the nature of the case, 
technological improvement is more rapid in industry than in 
agriculture and that "the purchasing power -of farm products 
must continue to rise relative to industrial products"." This 
condition would presumably justify the expectation that, if 
technical and market forces were left to work themselves out, 
the per unit purchasing power of agricultural products 
would increase progressively. That it would justify the legal 
freezing of the exchange ratio of agricultural and industrial 
products at a fixed value is not clear. Indeed, the setting of 
such a fixed ratio under these. conditions would appear to 
deprive agricultural producers of the opportunity for pro-

17 Cf. Economic Bases for the Agricultural A.djwtment Act, Mordecai 
Ezekiel and Loui. H. Bean (U. S. Government Printing Office, 1955), pp. 
06-8. 
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gressive improvement of their status that would be promised 
them by the tendencies cited. 

In setting a definite exchange ratio between two classes 
of goods, no allowance was made, of course, for changes in 
their costs of production. Here we lack definite and com­
parable information. It is certain that real production costs 
have fallen markedly in manufacturing industries over the 
last two decades (i.e., that productivity has increased)," but 
very substantial reductions have also occurred in the per unit 
cost of producing important agricultural staples. During the 
last twenty years productive technique in agriculture, in 
which improvement lagged far behind manufacturing in­
dustries during the first stages of the industrial revolution, 
began to catch up. The movement has been spotty, and many 
producers have failed to take advantage of it, a fa~t which 
accounts for much of the agricultural distress of the first 
post-War decade. But the gains in many fields of agricultural 
production have been striking." Such changes in production 
costs may not be ignored in seeking to define desirable rela­
tions between agricultural and other producers. 

Various other considerations bear on the general proposal 
thus to crystallize a set of exchange relationships, as well as 
on the choice of a base period. The products of agriculture 
are not, in general, subject to modifications in quality, as are 
certain of the important industrial products for which they 
exchange. This modification may be in the direction of 

18 Cf. Economic Tendencies, pp. 192 fE •• 28g ft., and Bulletin 5J of the Na­
tional Bureau of Economic Research. 
19 Cf. E. G. Noune, "Agriculture", Recent Economic Changes. II. 547-601: 
O. E. Baker. "Agricultural and Forest Land", Retent Social Trends, I. ga­
Ul; O. E. Baker, "Population Trends in R:elation to Land Utilization", 
Pf'oceedings of the International Conference of Agricultural Economists. 
2nd Conf .. 1980 pp. 284-506: L. O. Bercaw, "Labor ReqUirements of Farm 
Products", Agricultural Economics Bibliography No . • 6, 19'9, U. S. Depart. 
ment of Agriculture. 
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poorer quality, but in general industrial products have been 
marked by improvements. This has been notably true of 
automobiles and mechanical agricultural equipment. A con­
stant ratio of the prices of agricultural and industrial prod­
ucts, under these conditions, would mean, in fact, a steady 
advance in the real purchasing power of agricultural prod­
ucts. A restoration of the price relations of 1909-14 would 
mean the establishment of exchange relations more favorable 
to agriculture than those then prevailing. More rapid reduc­
tion of production costs in industry would, of course, work 
in the other direction. 

Equally important with the points suggested above was the 
failure of the Act to take account of actual and potential 
changes in consumer demand. Quite apart from possible sub­
stantial changes in demand arising from the substitution of 
synthetic products for agricultural products (e.g., the use of 
rayon in place of cotton), a growing share of the consumer's 
dollar is absorbed, with advancing living standards, by 
highly fabricated products and luxury goods. A diminishing 
portion is spent on foods and on the staple articles of cloth­
ing that are primarily products of agriculture. This move­
ment may be paralleled, indeed, by a shift in food-consuming 
habits as light urban occupations increase in importance, 
relatively to the heavier tasks of direct production, which, in 
turn, tends to lower the consumption of the primary prod· 
ucts of agriculture. 

The ignoring of these various tendencies in the setting of 
a definite ratio of exchange, the restoration and maintenance 
of which were defined as the objects of administrative policy, 
would, presumably, have generated economic i:lifficulties had 
the Act been enforced over a long period. Attention should 
be called, in addition, to the difficulty of holding constant, 
among a complex and ever-changing set of variables, one 
specific relationship. An almost infinite number of forces, 
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operating from both supply and demand sides. bear upon 
this relationship. To assume that it may be maintained at one 
certain value through manipulation of the few factors of 
agricultural supply that may be subject to control is to hold 
to a highly simplified and unreal conception of the forces in 
operation. 

A practical obstacle to the attainment of a given economic 
objective through the maintenance of a constant ratio be­
tween the average prices of two groups of commodities arises 
from the difficulty of measuring price changes accurately. 
This restriction does not apply to the great standardized 
staples sold in organized markets, butit does apply with 
exceptional force to fabricated industrial products. and to 
commodities sold in retail markets generally. Quality changes 
constitute one obstacle to accuracy of measurement for these 
commodities. Wide differences in the quoted prices prevail· 
ing at one time in different markets (even in different retail 
outlets) are an~ther obstaCle. Still another arises out of the 
continual appearance of new commodities and the changing 
importance of individual articles even in a fixed group' of 
commodities. The danger of setting faulty standards through 
errors in the methods of measurement adopted is very real. 
in view of the limitations of the knowledge our existing 
index numbers provide. 

The period during which the Agricultural Adjustment 
Act was enforced was probably too short to warrant a judg· 
'ment of the efficacy of measures taken under it to restore the 
pre·War purchasing power of agricultural products in gen­
eral. (The Act. indeed. envisaged the gradual. not the im­
mediate. restoration of pre-War parity of specific agricul­
tural products with products purchased.) Nevertheless. the 
record of changes in the general price series since February 
1933 is instructive. These series are plotted in Figure 12. 
which should be studied with reference to the chronological 



TABLE 51 

PRICES RECEIVED FOR FARM PRODUCTS, PRICES PAID BY FARMERS AND 
PURCHASING POWER OF FARM PRODUCTS 

MONTHLY CHANGES, FEBRUARY '9SS-JUNE 19S6 

(August '90ft-luI, '9'4='00) 

'9,]) '9l4 '9,J! 
Prices Prices Prices Prices Prices Prices 

received paid Ratio received paid Ratio received paid R.atio 

Jan. 77 "7 66 107 126 85 
Feb. 55 101 54 8S I1g 70 11. 127 87 
Mar. 55 100 55 84 120 70 .08 127 85 
Apr. 58 .01 57 80 120 68 11. 127 87 
May fi8 100 57 So 121 fi8 .08 127 85 
June 71 lOS fig 86 121 71 104 127 8. 
july 83 107 78 87 122 7' 

10' 126 81 
Aug. 79 110 7' 96 105 77 106 105 85 
Sept. 80 116 fig 103 126 80 107 105 87 
Oct. 78 116 67 102 106 81 109 12S 8g 
Nov. 80 116 fig 106 80 108 8g 101 ," 
Dec. 78 116 67 

, 
106 80 101 110 , .. go. 

AVERAGE PER UNIT 
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record of events bearing on prices and on agricultural con­
ditions (see p. 282). The record of price and purchasing 
power changes, on the 1909-14 base, is given in Table 32. 

The general price changes during the period of recovery 
have already been reviewed. We survey them here brieOy 
with reference to the point now at issue. At the depression 
low in February and March 1933 average prices paid by 
fanners stood almost exactly at the pre-War level; prices re­
ceived were 45 per cent below that level. The index of per 
unit purchasing power was 54, as compared with the parity 
figure of lOa. By May, when the Act was signed, farm prices 
had advanced some 24 per cent and the. index of per unit 
purchasing power had risen to 67. For the next two months 
the advance continued, raising the index that measures aver­
age per unit purchasing power to 78 in July. More than half 
the deficiency, measured against the pre-War base, had been 
made good. The succeeding slump in farm prices, and the 
accompanying rise in industrial prices as the effects of the 
earlier advance spread throughout the price system and as 
the cost-raising inOuences of other legislation· were felt, car­
ried the ratio down to 66, in January 1934. Subsequent Ouc­
tuations in the two price series altered this ratio somewhat, 
but by May 1934 it had advanced only to 68. This was well 
above the depression low but only slightly higher than the 
67 recorded during the month when the Act was signed. The 
four months following, months of drought and of sharp 
reduction of crop prospects, raised this index to 82 in Sep­
tember 1934. In June 1936, the last month covered by the 
record, the index stood at 89.10 The two great spurts we have 

20 There exist, of course, wide differences among individual oommodity prices 
in respect of the degree of recovery towards the parity prices defined in the 
Agricultural Adjustment Act. (Not aU these commodities were included 
under the AAA program: see the following note.) The following tabulation 
indicates the magnitude of these differences. 
(Footnot. 10 concluded on p. !l.7S) 
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noted. one initiated prior to the passage of the Agricultural 
Adjustment Act. one synchronizing with the 1934 summer 

(Footnote 20 concluded) 

PRICES RECEIVED BY FARMERS AS PERCENTAGES OF PARITY 
PRICES UNDER THE AGRICULTURAL ADJUSTMENT ACT, 

'935-
'
935 

(Aug .... '9"9-/ul, '9'4='00) 
OLD BASIS •• NEW BASlSt . . 

Feb. July M., Sep •• M., Dec. Ma, Dec. 
I9JJ '9JJ '9Jf '9J4 '9J5 19J5 19J5 19J5 

Wheat 36 9' 65 83 78 ll4 76 8, 
Com 30 8, 63 96 104 68 10. 66 
OalS 33 90 68 100 98 53 96 5' 
Barley og 7' 56 100 ll4 50 8. 48 
Rye 30 10' 60 87 68 45 66 44 
Flax 51 104 80 8. 7' 75 71 73 
Couon 44 80 73 ll4 76 75 75 73 
Cotlonseed 40 70 83 "4 141 123 138 119 
Apples 68 85 g8 68 94 65 91 63 
Potatoes t 53 131 87 7' 50 76 50 74 
Hay 49 55 62 87 8g 50 87 48 
HoII' 40 51 36 66 87 99 ll4 96 
Beef cattle 63 71 66 64 103 97 100 94 
Veal calves 70 64 59 6. 8L 95 79 9' 
Lambs 70 83 g8 66 88 114 66 110 
Sheep 47 53 65 43 64 76 63 74 
Butterfat· 70 75 86 93 ll4 go 
Chickens S. 85 8, 88 log 115 106 111 
Eggs~ 48 7' 8g 80 107 7' 104 70 
Wool 49 119 110 88 7' loS 70 IO~ 

Ho_ 43 47 45 4' 52 54 51 5' 
TOhac:a>, Maryland t 95 89 93 86 
Tobacco. Hue cured t 95 9" 

SOURCE: Department of Agriculture. monthly mimeographed release on "Aver-
age Prices Received by Farmers for Farm Products. With Comparisons", 

• Adjusted for seasonal variation . 
•• Parity price based on index of prices paid by farmers for commodities 
bought. 
t Parity price based on index cif interest. taxes, and prices paid by fanners. 
t For tobacco and potatoes. parity prices -ate based on the period, August 
1919-July '909=.00. 
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of drought. had gone far towards correcting the disparity 
between average prices of farm products and of goods bought 
by farmers. A difference of 46 per cent had been reduced to 
one of 18 per cent in September 1934. Subsequent gains cut 
this to 10 per cent at the end of 1935. when the act was 
voided. Conscious crop reduction measures; undoubtedly 
contributed to this advance in farm prices and the corre­
sponding improvement of agricultural purchasing power. but 
factors independent of the Agricultural Adjustment Act 
apparently played major roles in the agricultural recovery 
recorded to the end of 1935. u 

J1 It is impossible to isolate the effects of different forces working toward 
higher agricultural prices during the:: period of rec;:overy. but some light is 
thrown on the situation by tracing price changes in three groups of farm 
products--those originally under the AAA program: com~ wheat, hogs. 
cotton, tobacco leaf. rice. milk; those brought under this program at later 
dates: barley, rye, cattle. peanuts. 8axseed. sugar; and products not oontrolled 
under the AAA: oats, hay. hops. s-eeds, beans, apples. lemons. oranges, 
onions. potatoes. sheep. poultry, wool. hides and skins, eggs. Changes in the 
wholesale prices of these three groups are summarized below, together with 
figures relating to non-agricultural raw materials. and manufactured goods. 

Feb. '9JJ-July '9JJ 
July '9JJ-Ocl. '9JJ 
Oct. '9JJ-Ma, '914 
May '914-Sepl. '914 
Sepl. '914-May '9J5 
Ma)' Z9JS-Dt:C. I9J5 
Dee. 19J5-June I9J6 

PERCENTAGE CHANGES IN WHOLESALE PRICES 
Com- Commodi- Commodi-

modi ties ties later ties not 
originally brought controlled 

under under under Non-agri-
the AAA the AAA the AAA cultural raw 
program program program materials 

+54-4 +3 •. 6 +56.0 +ll·7 
-6.0 -9-1 -10.7 +8..2 

+3.2 +'3·9 +64 +2·7 
+31.1 +ll.3 +6.7 +0.0 
+5" +30·5 +0.6 -24 
-5-5 -8.. +04 +3.6 
-0.5 -10.1 +11.1 -0.1 

Manu­
factured 
goods 
+ll.6 
+4.8 
+5.0 
+0 .. 
+t.o 
+'4 
-H 

The average gain. during the first period. in the prices of farm products nOi 
covered by the AAA program was somewhat greater than the gains scored 
by. the groups of commodities included. at early or late stages. in that 
prognun. Since the prices of these excluded commodities would have been 
affected only indirectly and with a considerable time lag by action under 
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SUMMARY 

The effect of recession and recovery upon the economic 
status of any group of producers is conditioned by a host of 
factors. some of transient importance. some firmly rooted 
and enduring. Productive capacity when the recession begins. 
stocks of goods. the character of the market (domestic or 
foreign. composed of final consumers or fabricators). the 
elasticity of demand-these are some of the obvious condi­
tions affecting the severity of the strains of recession and the 
ability of any group to meet them. Of particular importance. 
as circumstances affecting the elasticity of supply. are the 
degree of coherence among the members of the producing 
group in question and the degree of control over supply that 
they exercise. Related to all these factors is the relative free­
dom of the prices of the products of this group. the degree 
to which they are free to respond to market forces of demand 
and supply. 

With respect to these conditions there are important dif­
ferences among primary producers. but the group as a whole 
possesses certain distinctive attributes. Producing units are 
more nume!ous and more widely scattered than are members 
of other major producing groups. and among them is less of 
the coherence that makes possible common economic action 
in the face of an emergency. One result of this (and of other 
conditions as well) is that producers of raw materials exer' 
cise a relatively low degree of control over supply. Supply is 

the Agricultural Adjustment Act. it is fair to conclude that forces other than 
those connected with the Act played important parts in the agricultural 
price rise of the spring and early summer of 1988. Monetary conditions and 
changes in the general economic outlook were strong contributory factors. 
During the founh period. which coven the- drought of the summer of 19M. 
the prices of commodities included under the original Act gained most. 
Shortage resulting &om the drought. supmmpooed upon shortage due to 
aop reduction, constituted a lever pushing prices upward. 
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relatively inelastic. in the face of changing market condi­
tions. Again. a very large proportion of raw materials is pur­
chased by producers. and only a relatively small proportion, 
is ready for sale to final consumers. The demands of such 
producers. particularly those engaged in the fabrication of 
capital goods and of durable consumption goods. are no­
toriously irregular. Fluctuations in final demand are re­
flected in accentuated form in the purchases of materials by 
intermediate fabricators. In the markets for raw materials in 
general. then. we find rather extreme movements of demand 
(shifts in the positions of demand curves. as well as shifts 

along demand curves) and relatively inelastic supply. with 
keen competition among producers unable or unwilling to 
act in concert or to reduce their individual production in the 
face of falling demand. 

Price movements reflect these conditions. Changes in de­
mand. with relatively inflexible supply. lead to wide varia­
tions in the prices of raw materials. over time. Such fluctua­
tions are the more notable because of the relative stability of 
many other elements of the price system. Price control 
through public agencies. price agreements among producers. 
price maintenance through trade marking and branding. 
price stabilization through combination and monopoly have 
been characteristic of modem political and industrial de­
velopment. Over wide areas of the economic system price 
rigidities have prevailed and price freedom has been cur­
tailed." It is true that markets for raw materials have not 
remained entirely free. The period just preceding the reces­
sion was marked by numerous valorization efforts. through 
which the prices of materials were pegged at stated levels. 
But difficulties of many sorts. some antedating the world re­
cession. terminated these efforts. In the main. price freedom 

12 Cf. Economic Tendmcies in the United Slatu, pp. 313-31. 
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has persisted in the markets for raw materials to a greater 
degree than in any other part of the price system. This fact 
is directly pertinent to the story of recession and recovery in 
the prices of primary products. 

All these statements relate to average conditions among a 
rather heterogeneous group of primary producers. There is 
some logical justification for treating this group as a unit. in 
contrasting its fortunes. with those of groups engaged in 
manufacturing operations. or in other economic activities. 
Yet there are marked differences among different classes of 
primary producers. It is not true of lumbering and mining 
interests that only a low degree of control is exercised over 
current supply. It is not true that all raw mineral products 
are marked by a high degree of price freedom. Indeed. oper­
ating conditions vary considerably for different classes of 
farmers and in different sections of the country. The condi­
tions noted. then, are of the nature of statistical averages, to 
which there are notable exceptions. Attention has been 
drawn to the nature and magnitude of these exceptions in 
various sections, in which figures for different classes of pri­
mary producers have been given. 

Because farmers stand in a distinctive position among pri­
mary producers. and because price and production changes 
among farm products were of dominant importance in the 
raw material situation during recession and recovery. the 
fortunes of farmers have been discussed as a group apart. as 
well as in combination with other primary producers. Lack 
of coherence among producers and inability to secure com­
mon action in controlling production or regulating prices 
are pronounced among farmers. Also. many non-business 
considerations persist in the con~uct of farming operations. 
Finally. the relative inelasticity of domestic demand" and 

88 The degree of inelasticity of demand for seven important farm products 
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the traditional dependence upon foreign markets for the 
disposal of important quantities of domestic production have 
been notable features of the agricultural situation. 

Industries producing agricultural raw materials have 
placed their impress upon the record of recession among 
primary producers. as it has been reviewed in this and pre­
ceding chapters. Production maintained close to the pros­
perity level. sharply falling prices. substantially lowered pur­
chasing power and a definite loss of relative position. in 
respect of trading relations with other producing groups. 
characterized the condition" of agricultural producers from 
the middle of 1929 to the early months of 1933. Weakness 
attendant upon the more 'normal' features of the recession 
was accentuated by high world productive capacity (stimu­
lated by special War·time and post-War conditions) by ac· 
cumulated stocks of important materials. by the weak inter· 
national financial position of some raw material producing 
countries. and by the failure of valorization schemes through 
which the prices of some primary products had been pegged 

is indicated by the following coefficients, derived by Henry Schultz ("The 
Shifting Demand for Selected Agricultural Commodities. 1875-1929," Journal 
of Farm Economics, April 1982-). The lis.t does not include certain farm 

Wheat - (o.27±o,l2) 1921-29 
Corn - (0-49±O.16) 1915--29. excl. 191'J-21 

Hay - (O.52±O.I6) 1915-29. II .... 

Sugar - (o.51±o.o8) 1915-"9. 
Potatoes - (O.Sl±O.OS) 1915-29. 
Oats - (o'57±0-4') 1915-"9." .. .. 
Barley - (O'59±O"4) 1915-"9. 

products the demand for which may be elastic. such as fruits. vegetables and 
some cuts of meat. But it is clear that for farm products as a whole elasticity 
of demand is less than unity. 

The unfavorable effects on the farmer of inelasticity of demand. at retail. 
are accentuated by the relatively rigid distributive and fabricative elements 
that stand between the sale by the farmer and the purchase by the 6nal 
consumer. Farm. prices are rendered weaker under conditions of business 
depression by the intervention of these rigid dements. 
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during the pre-recession prosperity. Sharply declining ex· 
ports of agricultural products, resulting from reduced pur­
chasing power of foreign buyers, stoppage of our foreign 
lending, and definite efforts on the part of many countries 
to achieve more nearly self-sufficient national economies, 
combined with reduced domestic consumption to create ex­
tremely burdensome surpluses of agricultural products and 
to depress agricultural prices to abnormally low levels. 

At the low point of the depression the various groups of 
primary producers, in combination, were turning out goods 
in volume some 12 per cent below that of 1929. The average 
purchasing power of a unit of raw materials had been reo 
'duced some 20 per cent. (The corresponding gain among 
manufactured goods exceeded 10 per cent.) Finally, we have 
noted a loss of aggregate purchasing power on the part of 
primary producers-that is, of real income, in physical terms 
-of kom 30 to 35 per cent. In all these respects there were 
pronounced differences among producers of raw agricultural 
products, raw mineral products and raw forest products. 
Farmers maintained output and suffered most severely in per 
'unit purchasing power; producers of raw forest products cut 
output most severely (62 per cent) and maintained per unit 
purchasing power substantially unchanged; mineral pro­
ducers reduced output materially (about 40 per cent), and 
gained about 15 per cent in the average per unit worth of 
their products. In aggregate purchasing power farmers and 
mineral producers lost from 30 to 40 per cent, while pro­
ducers of raw forest products lost more than 60 per cent. 

When the forces of recovery were loosed on this situation 
their first effects were felt on the price side. Indeed, if' we 
take account of the entire field of primary production .we 
find an actual loss in volume of production over the years of 
recovery from 1932 to 1935. Rising prices were the factor 
that enhanced the aggregate purchasing power of primary 
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producers. In tracing and appraising this recovery on the 
price side. to the end of 1935. it is convenient to distinguish 
five periods. during each of which fairly distinct forces were 
at work. 

a. Five months. February 1933-July 1933 
Prohibition of gold payments and embargo on export of gold 
and silver. March 6, 
Emergency banking bill passed. March 9, 
Signing of Agricultural Adjustment Act. with provision for 
processing tax on farm products and credit expansion rider. 
Mayu. 
Rejection of monetary stabilization J'rog.:am of London Con· 
ference. July 3. 

b. Ten months. July 1933-May 1934 
Drafting and enforcement of codes. under the National Indus­
trial Recovery Act (signed June 16), 
Establishment of government market for gold; progressive ad· 
vance in price of gold begins. October 25, • 
Approval of silver.buying program. December 21. 
Reduction and stabilization of gold content of dollar. January 
31• 

c. Four months. May 1934-September 1934 
Drought in the farm belt. 

d, Eight months. September 1934-May 1935 
Continued operation of industry under the codes of fair 
competition. ended by Supreme Coun decision of May 27. 
1935· 

e. Seven months. May 1935-December 1935 
Continued operation of agriculture under AAA. ended by 
Supreme Court decision of January 6. 1936. 

Of course. the items listed under each caption do not by 
any means exhaust the forces in operation over the period 
in question. but they suggest the major factors. Substantial 
gains were recorded in the fortunes of primary producers in 
the first and third periods. The first phase covers the initial 
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spun that followed the checking of the banking crisis and 
the departure from the gold standard. Action on the mone­
tary front seemed to be the energizing influence during this 
stage. The second period was dominated by the initiation 
and enforcement of the industrial codes. Costs and prices 
advanced in manufacturing industries. and the striking gains 
scored by primary products in the first rush of recovery were 
reduced. It is true that. action on the monetary front con­
tinued during this second stage. A government market for 
gold was established. the price of gold was progressively 
raised. and action affecting silver was begun. But the price 
level showed only a slight change. and the incidence of price­
raising forces was definitely shifted from the depressed raw 
materials of industry to fabricated products. 

In the third phase the drought was the dominant factor. 
Potential supplies of crops and of animals were sharply re­
duced. Previous actions under the Agricultural Adjustment 
Act had. of course. contributed to such reduction. but in mag­
nitude these were dwarfed by the drought. A new fillip was 
given to agricultural prices, and a chain of events was started 
that affected the prices of animal products long after the 
drought itself had become history. 

There was no clearly dominant force during the fourth 
phase. which extends to the end of the operations of the 
NRA. Raw animal products experienced a price rise. as the 
effects of shortages were felt. Raw materials as a class im­
proved their position relatively to manufactured goods, but 
the gain was slight. Neither on the industrial nor the mone­
tary front was any action taken that materially affected either 
the level of prices or the relations among major commodity 
groups. In the final period. from May 1935 to the end of the 
year (in fact. to the end of operations under the AAA. which 
was declared void on January (1,. 1936), minor losses were 
suffered by primary products. In December 1935 the prices 



284 PRICES IN RECESSION AND RECOVERY 

of raw and manufactured goods stood substantially in the 
relations that had prevailed after the drought of 1934. If the 
story be carried through the first months of 1936 no further 
changes in these relations are to be observed. 

Any brief summary of the conditions existing during the 
recovery of 1933-36 does some violence to the facts. Many 
forces were acting upon the economic system. Recognizing 
tha~ we are, in some degree, oversimplifying a complex situ­
ation, we have selected for emphasis certain main forces 
operating during the several periodS distinguished. Monetary 
factors and related psychological elements contributed to the 
first great rise, while actual and impend~ng scarcity of farm 
products promoted the advance in the third period, the sum­
mer of 1934. Over the entire phase of recovery, supporting 
the prices of raw materials and supplementing the specific 
factors making for higher prices, the influence of improved 
consumer demand WaS felt, as it worked backward from the 
final markets for finished products. The net result of all 
these changes was to elevate raw material producers well 
above their depression lows, with respect to both the per 
unit worth of their products and their total income. In ag­
gregate purchasing power these producers stood in the early 
summer of 1936 fairly close to other major producing groups, 
but still below the pre-recession level of well-being. This 
aggregate return was secured through a physical output rela­
tively higher than that of manufacturing industries, a real 
per unit value relatively lower than that of manufactured 
goods. 



CHAPTER VI 

MANUFACTURING INDUSTRIES IN RECOVERY 

IN THE endless round of activities .that make up economic 
life all economic agents are both buyers and sellerS-buyers 
of goods for consumption, fabrication or sale, buyers of 
services for personal or business use, sellers of goods or ser­
vices to be used at some stage of the productive-distributive 
process. All economic agents, then, stand between the shears 
of buying and selling prices, and are affected by unequal 
changes in these two sets of prices. Yet the consequences of 
unequal changes are brought home most immediately to two 
business groups-merchants and manufacturers. For these 
groups buying and selling price relations take the form of 
definite margins, price differentials relating to a specific unit 
of the commodities handled. When the connection is less 
direct, as between wage earnings and living costs, or farm 
income and average cost of goods purchased by farmers, the 
ultimate economic consequences of unequal changes may be 
no less important. But because the connection is less direct 
and obvious, the economic repercussions o' shifting relations 
are likely to be less certain and less sharply focused. The 
physical processes of the economy may be expected to reRect 
price movements most immediately, and in the most directly 
measurable way, in the activities of merchants and manu­
facturers. These activities are far more directly motivated by 
specific price relations than are the activities of other classes 
of economic agents. In merchandising and manufacturing 
the calculus of business, which is a profit calculus, may be 
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applied on a unit basis, and corresponding action may be 
promptly taken to modify the number of units handled. 

By virtue of thus standing midway in the stream of trade 
that flows from original producer to final consumer, and' of 
buying and selling on a strictly business basis, manufacturing 
industries possess certain distinctive attributes which affect 
their activities during the cyclical fluctuations of business. 
But other circumstances contribute to the operating charac­
teristics . of manufacturing enterprise. Relatively -heavy in­
vestment in plant and equipment is a condition. of operation 
in nearly all manufacturing industries. Fixed overhead 
charges are an important element of total costs of produc­
tion. Substantial changes in volume of goods produced may 
bring very considerable variations in cost per unit, because 
of the necessity of dividing a fixed total of overhead charges 
among a varying number of units. Such overhead charges, 
too, are usually difficult to adapt to changing monetary val· 
ues, because they may rest upon fixed, contractual claims. A 
sharp fall in prices may thus bring considerable advances in 
the real burden of overhead costs, just as a sharp price rise 
may lower the real burden of overhead. This circumstance 
has gained in importance in recent years, because of the 
growth of fixed charges in manufacturing with the increased 
use of equipment and non·human power.' 

lIn 1899 overhead cos .. plus profits constituted approximately 24.8 per cent 
of the selling price of each unit of manufactured goods produced in the 
United States. The corresponding figure in 1929 was 18.8 per cent. 

The increase of capital investment in manufacturing industries is of im­
portance. in connectiol! with the problem of readjustment under conditions 
of recession and depression. primarily because it involves an increase in the 
relatively fixed obligations of manufacturing enterprises. (When the capital 
investment is based upon a loan, the obligation is definitely fixed. When 
financed through stock issue, or effected through investment of surplus. 
the' obligation is less rigid. but it may nevertheless be a strong influence 
upon a board of directors. striving to maintain a.n established dividend rate.) 
This is a phase of a problem with numerous tamifications. Changes in the 
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The point last made is a phase of a broader condition af­
fecting the activities of manufacturing enterprises. The dif­
ferent elements contributing to the final selling price of 
manufactured products (i.e .• labor. material and overhead 
costs) vary greatly in their sensitivity to the diverse market 
and monetary forces that affect the values of goods and 
services. In part. this is a reflection of. the varying flexibility 
of these price and cost factors.' In part. it reflects differences 
in the degree to which forces impinging upon the price sys­
tem from the outside (e.g .• monetary forces) affect the ele­
ments of ~that system. This is in some degree a matter of 
original incidence. in some degree a question of varying 
institutional frictions. All these factors interact to yield a 
system of prices and of costs among manufacturing industries 
that is marked by extrel)le differences of behavior. especially 
during a period when volume of production and monetary 
values are undergoing violent changes. In the fact that the 
elements of this system differ widely in their power of adap­
tation to changed circumstances is found a major cause of 
economic 'confusion and retarded activity after a severe 
business recession.-

The possibility of fairly rapid changes in the productivity 

capital structures of industrial establishments doubtless affect the financial 
and operating policies of management in many ways. The mental reactions 
of boards of directors to changes in balance sheets and inoome accounts are 
involved. as well as the physical and monetary problems arising directly out 
of heavier capital investment. 

The liquidity of fixed capital, in the sense of amvertibility into money. 
is perhaps somewhat lower. as physical plants become larger, more durable 
and. in some respects. more specialized in their uses. But such liquidity was 
never high. 
I The term flexibility is here used in the technical sense in which it defines 
the relation between a relative change in-price and a corresponding relative 
change in physical quantities. The coefficient of flexibility of price' is a 
measure of the same type as the coeElieient -of elasticity of demand, except 
that it is derived from an equation in which price is the dependent variable. 
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of labor and in production costs in manufacturing industries 
is. another factor bearing upon the behavior of these indus­
tries during recession and revival. Various circumstances 
may give rise to increased industrial productivity. The mere 
closing of inefficient plants, removal of inefficient equip. 
ment, discharge of ineffic;ient officers or workers will serve 
to enhance the average productivity of plants and equipment 
in use, although the real efficiency of the plants, equipment 
and men left in operation may remain unchanged.' Again, 
there is almost always a margin of unused resourcefulness 
and efficiency in any manufacturing plant that is likely to be 
exploited under the pressure of emeTgeney, Men will work 
harder, more care will be taken, internal organization will 
be improved, wastes will be avoided, during lean years. Of 
a different order are those increases in productivity definitely 
attributable to technical advance and the installation of 
better equipment. The progress of invention, alone, may 

. bring these gains. Pressure from high labor costs may serve 
as a stimulating factor, when technical innovations will re­
duce labor requirements. The rapidity with which produc· 
tivity may change among manufacturing industries is per-

8 This statement perhaps suggests a sharp line of division between inefficient 
and efficient plants. equipment and personnel. with inefficient units being 
weeded out by depression and efficient units going blithely fonvard.. This. of 
course, was not the casco Among the plants that were dosed (the number 
of manufacturing establishments in the United States. excluding those with 
products valued at less than ~5.ooo annually, declined from 209.862 in 1929 
to 141.769 in 1983) were doubtless many technically efficient units. Tbe 
rains of depression fall alike on the just and the unjust. And doubtless many 
inefficient plants, instruments and men survived the depression. But the 
economically weakest units (a group generally. though not entirely. cotermi­
nous with the least efficient. technically) were the most severely hit by the 
depression. Many factors contributed to the notable advance in productivity 
that 'dlme during the depression years; the raising of the average level of 
productive efficiency through the elimination of marginal elements was one 
of these. 
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haps not generally appreciated. Thus the records indicate 
that from 1921 to 1923 the output of manufacturing indus­
tries in the United States, per wage earner employed, in­
creased 14.8 per cent. This gain represented, in considerable 
part, the realization of new productive opportunities opened 
up by the use of methods and equipment installed during 
the recession and depression immediately preceding. (The 
apparent gain in per tapita output from 1919 to 1921, in 
manufacturing industries of the United States, was 0.8 per 
cent.' The real effect of new installations was felt during the 
ensuing two years.) The gain from 1921 to 1923 is the more 
striking in that 1921 was a year of depression, when theless 
efficient equipment was presumably idle, while 1923 was a 
year of greater activity, when all grades of equipment were 
more generally employed. The possibility of rapid changes 
in the productivity of manufacturing industries, stimulated 
by the pressure of depression, of high productive costs, of 
strong competition, or by the promise of wide markets if 
costs and prices may be substantially reduced, is a dynamic 
factor of tremendous importance in the·· cost structure of 
industry. Here, under modern conditions, is a force that 
may bring wide shifts in price and cost relations in manu­
facturing industries within a short period.' 

• Measurements of per capita output are not accurate indexes of industrial 
productivity during periods when houn of work are being altered. Part of 
the true gain in productivity from 1919 to 1921 is not shown by these figures. 
because of the reduction of working hours in 1921. An in~e of working 
houn from 1921 to 1928 leads to an opposite error, of over-statement. for 
this period. The actual gain &om 1919' to 1928 was probably close to that 
shown by the figures cited. but the increase in productivity was greater 
from 1919 to 1921 and less from 1921 to 1925 than the per capita measure-
ments indicate. . 
" Productivity changes in single industries are more striking than the averages 
for all manufaduring industries. Some ba.tDples are cited below: 
(Foo/not. , conclud.d on p • • go) 
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Finally, we should note the place of manufacturing indus­
tries in the domestic economy of the United States. Of 
approximately 44 million persons gainfully engaged • in the 
United States in 1929, slightly more than 10 million, or 23 
per cent, were engaged in manufacturing industries; in the 
same year 23 per cent of the total income paid out (18 out 
of 79 million dollars) came from manufacturing industries. 
These industries, of course, are of central importance as em­
ployers of labor, consumers of domestically produced raw 
materials, and disbursers of purchasing power. Disorganiza­
tion and subnormal activity in manufacturing affect all other 
elements of the economic system. 

PROBLEMS OF RECOVERY IN MANUFACfURING INDUSTRIES 

The condition of manufacturing industries, after the de­
cline that began in 1929, was discussed in Chapter III. Four 

. years of price recession, paralleled by a somewhat broken but 
still more severe drop in volume of production, left these 

(Foolnolo 0 co""ludoll) 

CHANCE IN OUTPUT PER. WOllllER. 1919-1915 

Sugar, beet 
Explosives 
Oilcloth 
Iron and steel. blast furnaces 
Coke. not including gas-house mke 
Sugar, refining. cane 
Rubber producto 
Ice. manufactured 
Petroleum. refining 
Condensed and evaporated milk 

(per cent) 

+58.5 
+57.1 

+54-5 
+51.5 
+50.0 
+49.0 

+48.1 

+444 
+414 
+41.1 

8 This figure. which is based upon estimates made in the study of nationa1 
income. includes employed workers and entrepreneurs actually patticipating 
in productive activity. The number of penoDS pal1ially employed is reduced 
to an equivalent number of fully employed. The total given is smaller than 
the Census enumeration of persons gainfully occupied. which includes all 
persons who usually follow a gainful occupation. 
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industries in a position of extreme difficulty in the winter of 
1932-33. Activity was at a low ebb. The volume of output 
was barely half of that produced prior to the recession. The 
drastic decline of commodity values brought painful prob­
lems of readjustment. The buying prices of manufacturers 
(costs of materials and supplies) fell to low levels, but there 
were numerous obstacles to the prompt adjustment of sell­
ing prices to these levels. Long-term commitments affecting 
rental and interest payments, salary and wage scales fixed by 
agreement or long-established custom, the effect upon ,man­
agerial minds of the increase in overhead charges assessable 
to each unit of the reduced output of manufactured goods, 
and other obstacles growing out of human reluctance to 
recognize and accept the implications of the change in the 
value of the dollar all served to retard readjustment in the 
field of prices, The effects of these changes were felt through­
out the economic system, intensifying other elements of 
economic distress. The decline of manufacturing employ­
ment, the fall in manufacturing pay rolls and the curtail­
ment of dividend payments sharply reduced the purchasing 
power of those drawing their incomes from manufacturing 
industries. The failure of the prices of manufactured goods 
to drop equally with those of raw materials and with the 
incomes of primary producers meant that the purchasing 
power of primary producers was reduced, in the markets for 
manufactured goods. The volume of trade and the standards 
of living of important elements of'the population were in­
evitably-iowered. 

Our immediate concern is with the course and character of 
recovery, as it affected the manufacturing industries of the 
United States from the early mClflths of 1933 to the spring 
of 1936. The problems of recovery in this sector of the eco­
nomic system grew, in part, out~ of the particular situation 
left by recession, in part out of the inherent attributes of 
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manufacturing industries as a class, and in part out of the 
special conditions created by legislative enactments and ad­
ministrative procedure during this period_ It will be weIl to 
summarize certain of these problems, before turning to the 
record of recent changes_ 

The major problems of manufacturing producers, in the 
win~er of 1932-33, centered about the restoration of volume 
of production and sales, and the widening of the margin be­
tween costs (including overhead costs) and selling prices_ As 
we have seen, the differential between the costs of raw ma­
terials and the selling prices of manufactured goods had not 
declined, during the preceding recession, by an amount com­
mensurate with the increase in the purchasing power of 
money. Relatively to prices in general, the costs of fabrica­
tion had risen. (This relative advance was in part obscured 
by· quality reductions and by shifts to goods in lower price 
classes.) On this basis alone the price position of manufactur-

. ing industries was favorable to profits. But the tremendous 
drop in volume of production (a drop of 51 per cent from 
July 1929 to February 1933) had increased the relative bur­
den of overhead costs. Such costs, in the aggregate, had been 
greatly extended during the pre-recession expansion, and as 
a result the per unit burden was particularly heavy when 
volume of output was curtailed. Labor costs per unit of 
product had been cut much more rigorously than overhead 
costs, but the reduction was distinctly less than that in ma­
terial costs. Thus the recession brought, concurrently, a rela­
tive widening of the differential between material costs and 
seIling price, which represents tiJe cost of fabrication to the 
final consumer, and a sharp contraction of the differential 
between total costs and selling price, which represents the 
possibilities of profits to tiJe entrepreneur. In 1931, in fact, 
this latter differential was negative. for manufacturing indus­
tries as a class. Greater volume and. if possible. lower fabrica-
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tional costs were the obvious remedies for the difficulties of 
manufacturing producers. 

But behind the rather narrow problem that presented it­
self to the individual manufacturer lay the whole tangled 
situation that grew out of the preceding expansion and re­
cession. Intergroup trade had been seriously impaired by 
the uneven incidence of recession, with the prices and pur­
chasing power of primary producers fallen to abnormally low 
levels and with the prices of manufactured goods so high, 
relatively, as to preclude a normal volume of sales. Evidence 
provided by the persistent unemployment of productive fac­
tors, by the reduced volume of production and trade, by .the 
rapidity and violence of the changes that had brought about 
this situation indicated that these price relations represented 
true disparities, rather than permanent shifts in pre-existing 
relations. Correction of this schism through the raising of 
raw material prices relatively to the prices of manufactured 
goods seemed to be a necessary condition of restored activity. 

This problem was related to matters of another sort, hav­
ing to do with industrial productivity and production costs 
in manufacturing industries. Lower costs offered a means of 
widening the profit differential and increasing the sales of 
manufacturing industries. The pressure towards greater effi­
ciency and reduced production costs was unremitting, under 
the stress of depression and during the first stages of recovery. 
But this was not merely a problem of productive technique. 
Costs were high, in part, because of the heritage of overhead 
charges from· the days of high prices and hectic plant expan­
sion that preceded the recession. The cutting of these charges, 
as well as the improvement of technique and the stepping-up 
of the pace of plant activity, was entailed in the reduction of 
costs. 

Price readjustment, with a reduction of the discrepancies 
between the prices of raw and processed goods, the increase of 
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productivity and the lowering of fabricational costs-these 
were promising possibilities in the direction of recovery for 
manufacturing industries. From these there might be ex­
pected an enhancement of the purchasing power of primary 
producers. a pick-up in the volume of intergroup trade (i.e .• 
between primary producers and manufacturing groups). and 
increases of employment and of the wage and dividend dis­
bursements of manufacturing industries. 

In this general program were several sets of possible con­
flicts. The degree to which employment might increase with 
an increase in the output and sales of manufacturing indus­
tries depended. in part. on the degrt:e to ,which productivity 
had advanced in these industries. For increasing productivity 
would. in its first impact. work against expansion of employ­
ment. Later. the lower costs and lower prices that enhanced 
productivity might bring would be expected to stimulate 
employment. Again. heavy wage disbursements on the part 
of manufacturing industries would augment the purchasing 
power of their employees. and thus stimulate general recov­
ery. If such disbursements. however. entailed advances in 
labor costs per unit of goods produced. this would be in 
conflict with the reduction of costs required to bring the 
relatively high selling prices of manufactured goods into line 
with general prices. In following the actual course of re­
covery attention must be given to these possible conflicts. 

The problems we have mentioned are mainly. of course. 
those that arise after any recession that has altered the pre­
existing conditions of activity. They were acute in 1932 and 
1933 because of the exceptional severity of the recession and 
because of certain unusual characteristics of the preceding 
period .of expansion. In addition. some altogether novel is­
sues arose out of the administration of the recovery program. 
To a greater degree than in any previous depression in our 
history a conscious program. directed towards the correction 
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of the economic ills of the day, was applied. On the mone­
tary side price recovery was sought through departure from 
the gold standard, a gold-buying program and devaluation 
of the dollar. Under the National Industrial Recovery Act 
hours were limited, minimum wages we~e set and provision 
made for the control of prices over a wide range of industrial 
activity. Under the Agricultural Adjustment Act processing 
taxes were levied on important fabricational operations. The 
effects of this program on the production costs and selling 
prices of manufacturing industries, on their wage disburse­
ments and on their production and sales are matters of spe­
cial interest. Of course, the actual consequences of many of 
the actions taken in applying the recovery program are 
clouded and uncertain; it is often impossible to distinguish 
specific consequences of given actions. But the picture of 
recovery as a whole must include the conscious program, as 
well as the unplanned aspects of revival among manufactur­
ing industries. 

PRICE CHANGES AMONG MANUFACTURED GoODS AND RAw 
MATERIAL!> 

We are concerned in this section with those price rela­
tions that affect the costs and profits of manufacturing indus­
tries. With respect to raw materials, then, we restrict our­
selves to materials that are actually used in the processes ~f 
manufacture, excluding that important class of products go­
ing to final consumers in a raw state. Price changes during 
recession and in the subsequent price advance are summa­
rized in Table 33. At the low point of the 'depression the 
prices of raw materials intended {or fabrication were' 51 per 
cent below their pre-recession values; the selling prices of 
manufactured goods had fallen, on the average, only 31 per 
cent. These values represent a notable widening of the fab-
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ricational margin, reduced to per unit terms. The actual ex­
change situation at this low point is perhaps most strikingly 
defined by the ratio between these prices. At prices prevail­
ing in February 1933 producers of raw materials for fabrica­
tion were obliged to give 41 per cent more, by volume, than 
in July 1929 for a constant quantity of finished goods made 
from their materials. The five months of rapid price change 
following, during which raw producers' goods advanced 31 

TABLE 85 

CHANGES IN WHOLESALE PRICES AFFECTING MANUFACTURERS' 
PRICE MARGINS. JULY 19'.!I'"JUNE 19S6 

RAw PRODUCERS' GooDS AND MANUFACl'URED GooDs 

July Feb. July Ocl. May Sepl. May Dec. Apr.lune 
Z9~9 Z9JJ I91J z9JJ I9J4 1934 1935 1935 19)6 1936 

RECESSION AND RECOVERY 
Producers' goods, raw 100 49 64 65 68 76 80 79 79 78 
Manufactured goods. all 100 69 77 80 8S 84 86 87 85 84 

Ratio. manufactured 
to raw 1.00 1041 '''0 1.15 .... 1.11 •• 08 1.10 •• 08 • .08 

RECOVERY 
Producers' goods, raw .00 'B' 'S' 'S9 '54 • 6, • 6 • .6 • '59 
Manufactured goods. all '00 ", "7 120 12S 125 127 124 121 

per cent and manufactured goods advanced 12 per cent in 
price, reduced this ratio to 1.20. In the ten succeeding months 
the rate of advance in raw materials was checked; prices of 
processed goods continued to move upwards. The ratio de­
fining exchange relations rose to 1.22. Drought, in the sum· 
mer of 1934, gave a new stimulus to the prices of agricultural 
products, and by September the ratio of the prices of manu­
factured goods to the prices of raw producers' goods had 
fallen to 1.11. Minor movements during the nineteen months 
following further reduced the manufacturing differentiar. 
The exchange ratio in June 1936 was still unfavorable to raw 
materials, relatively to the pre-recession situation, but the 
excess volume of raw materials exchanging for a constant 
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quantity of fabricated goods had fallen from 41 per cent in 
February 1933 to 8 per cent. Here was a notable shift. in­
deed.' 

These changes appear in somewhat different perspective 
when a more distant base is used (Table 34). The picture of 

TABLE 34 

CHANGES IN WHOLESALE PRICES AFFECTING MANUFACTURERS' 
PRICE MARGINS. 19'5-1956 

RAW PRODUCERS' GOODS AND MANUFACTURED GOODS 

Producers' goods. 

july Feb. july Oct. May Sept. May Dec. Apr,june 
'9'J '9'9 '9JJ '9JJ '9JJ '9J4 '9J4 '9J5 '9J5 '9J6 '9J6 

laW • 00 '84 66 86 87 9" 10 • '07 106 106 '04 
Manufactured 

goods. all 100 '55 105 117 12! 126 129 '!" 18! 1!0 128 
Ratio, manufac-

tured to raw 1.00 1.14 1·59 l.g6 1041 1·87 1.28 1.23 1.25 I.I! 1.25 

alternate expansion and contraction of the fabricational mar­
gin. shown in Table 33. is repeated here. but with the dif­
ference that recession starts with a margin already relatively 
wide. In J;"ly 1929 the average prices of manufactured goods 
were 53 per cent above their 1913 average; average prices of 
raw producers' goods were but 34 per cent higher. Thus. in 

T Two other movements, not directly rcftected in the measurements given 
above, played a part in the trade movements of recovery. In the early months 
of recovery the actual rise in the prices of manufactured goods probably 
exceeded the advan.ce indicated by quoted prices. For at the low point of 
the depression, as a result of undercover price-cutting, realized prices were 
in many cases lower than those' currently quoted. The fint five or six 
months of revival brought not only the price inaeases indicated by the 
quoted pric~. but additional advances from the low levels of the cut prices. 

In 1934 and 1985 there was also a movement on the part of consumers 
back. to goods of higher quality tha~ those purchased during the worst 
months of the depression. This would nat affect the quoted prices. but it 
would tend to raise the prices realized by manufacturers by higher per­
centages than those given in Table 88 .. NQ.t until 1955 Census data are 
available will it be possible to estimate the relative importance of the!ie 
facton. in causing divergent movements of realized and quoted prices. 
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exchange for a constant quantity of manufactured goods 14 

per cent more, by volume, had to be given by primary 
producers in 1929 than in 1913. Subsequent changes with 
reference to the 1913 base are thus more pronounced than 
when measured on the July 1929 base. The final records for 
June 1936 indicate that the prices of raw producers' goods 
were 4 per cent above their pre-War level, the prices of manu­
factured goods 28 per cent above that level, while the ratio 
defining exchange relations was l.23. The wide disparity of 
the winter of 1932-33 had been reduced, but the prices of 
these two classes of goods were still far removed from their 
pre-War relations. 

These changes in the relations between the prices of raw 
producers' goods and the prices of the manufactured goods 
into which they enter are the more striking when compared 
with the shifts during a period of similar length prior to 
the War. Between 1891 and 1913 the prices of raw producers' 
goods in wholesale markets rose, on the average, 23 per cent; 
prices of manufactured goods advanced 11 per cent. The 
ratio defining the exchange relations between goods of these 
classes declined from 1.00 to .go. That is, the volume of raw 
producers' goods required in exchange for a constant quantity 
of manufactured goods declined 10 per cent from 18g1 to 
1913. Between 1913 and June 1936 this quantity increased 
23 per cent. The sustained pre-War tendency towards a cheap­
ening of manufactured goods, relatively to raw materials. 
stands in clear contrast to the post-War tendency towards 
the cheapening of raw materials. 

In interpreting this apparent shift the limitations of our 
measurements must be kept in mind. To the extent that 
quality changes have occurred among the manufactured 
goods represented in the standard quotations entering into 
the price index numbers cited. these index numbers are in 
error. There have been sum changes, with considerable 
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improvements in the quality of the finished goods bought by 
final consumers. The difficulty of evaluating these improve­
ments and securing series of prices for finished goods truly 
comparable with the prices of raw materials is a serious 
impediment to an accurate review of the changing relations 
among producing groups. 

Striking as these quality changes have been for certain 
classes of goods, such as' automobiles, there is no reason to 
believe that the quality of finished consumers' goods as a 
broad class was improved between 1913 and 1936 to a degree 
sufficient to offset the price shift noted. The exchange value 
of primary products fell and that of finished consumers' goods 
rose between these years. The consequences of this shift have 
been far reaching. 

Before attempting to appraise these movements we should 
trace the incidence of recovery in somewhat greater detail, as 
it affected related groups of raw producers' goods and of 
processed goods. Measurements for certain of these groups 
are given in Table 35. The relations between the prices of 
processed goods and raw materials in the seyeral groups, at 
the low point of the recession, are perhaps most effectively 
summarized by the ratios given with each set of comparisons. 
The greater the ratio, of course, the wider is the price mar­
gin between raw and processed goods and the less favorable 
is the trading position of primary producers." For crops and 

• Here and elsewhere the argument of this monograph proceeds on the 
assumption that the -trading positioo' of a producing group may be defined 
in terms of relative prices. For a fully accurate definition of trading position 
account should be taken of other factors (such as productivity, average and 
marginal production oosts, volume of production and sales. etc.). But price 
relations constitute a major factor in the ~ng of trade positions. Changes 
in trading positions over the relatively short periods covered by a business 
cycle are predominantly in8uenced by changes in price relations. Over 
longer periods chang« in trading position may nol be !IO accurately defined 
in lenni of relative selling prices. 
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TABLE 85 

CHANGES IN WHOLESALE PRICES AFFECTING MANUFACTURERS' 
PRICE MARGINS, JULY 1929-JUNE 1986 

CROPS, ANIMAL PRODUcrs AND MINERAL PIlODUcrs 

July Feb. July Oel. May Sept. May Dec. Apr. June 
'9'9 '933 '933 '933 '931 '931 '93' '93' '936 '936 

RECESSION AND RECOYERY 
Crop. 

Producers' raw 100 88 66 58 64 81 79 71 7' 7' 
Processed 100 65 82 85 . 86 89 go go 85 84 

Ratio, processed 
to raw 1.00 1.71 1.24 1-47 1·54 1.10 1.14 1.17 1.18 1,17 

Animal products 
Producers' raw 100 54 46 45 45 53 71 74 73 69 
Processed 100 54 65 67 70 75 8, 86 8, 80 

Ratio, processed 
to raw 1.00 1·59 1·57 1.56 1.56 1-42 1.15 i.16 1.11 1.16 

Minerals 
Producers' raw 100 70 76 86 88 88 88 go 91 go 
Processed 100 80 S, 8S 8g 88 87 87 88 87 

Ratio. processed 
to raw 1.00 1.14 1.08 ·99 1.01 1.00 .gg ·97 ·97 -97 

Metals 
Producers' raw 100 68 78 79 8. 8. 88 85 85 84 
Processed 100 81 81 88 go 88 87 87 87 a, 

Ratio. processed. 
to raw 1.00 1.19 1·04 1.05 1.10 1007 uS 1.01 1.0' 1004 

RECOYERY 
Crops 

Producers' raw 100 17· 150 169 ... 006 186 188 188 
Processed 100 .. 6 181 18· 187 138 139 150 119 

Animal products 
Producers' raw 100 158 117 154 159 'II 1.0 017 006 
Processed 100 liS I" .. 8 158 150 157 150 146 

Minerals 
Producers' raw 100 110 114 116 117 117 ISO 150 130 
Processed 100 laO 106 III 110 108 108 log log 

Metals 
Producen' raw 100 188 116 180 15° 181 185 154 188 
Processed 100 101 104 III log 108 108 108 108 
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animal products the ratios in February 1933 are not far 
apart-l.71 and 1.59. Producers of raw mineral products 
were in a stronger position. with a ratio of 1.14. After the first 
five months of swift recovery. during which raw farm crops 
advanced 72 per cent in price. raw animal products 38 per 
cent and raw minerals 10 per'cent. these ratios were sub­
stantially reduced. For raw crops and animal products the 
next ten months witnessed a reversal of these movements. 
While the prices of raw products lost ground. or barely main­
tained the July 1933 level. processed goods continued to 
advance and the ratios defining the exchange relations be­
tween raw and processed goods rose. Only for minerals did 
the ratio continue to fall. reaching 1.01 in May 1934.· 

Four months of drought and crop destruction again re­
versed the situation; the prices of raw crops rose sharply and 
the ratio of the average price index numbers of processed 
and raw crops. on the July 1929 base. fell to 1.10. In June 
1936 this ratio stood at 1.17. For animal products· the initial 
gain brought by the drought was plUch smaller. but drought 
and production limitation had important after effects. Prices 
advanced sharply in the early months of 19~5. and most of 
these gains were held. The price ratio of processed goods 
to raw materials. for animal products. was 1.16 in June 1936. 
as against values of unity in July 1929. 1.59 in February 
1933· 

Still greater alterations occurred in the ratios between the 
indexes of prices of processed products and raw materials. 
with reference to a pre-War year. The ratios in Table 36 
define the degree of cheapening of raw materials. in relation 
to the processed goods into which they enter. They may also 

• The subgroup measuremenb indicate that raw metals were still at some 
disadvantage. in May 19M. Non-metallic minerals are not listed as a separate 
division. since the raw and processed goods included in this category are not 
strictly a>mpatable. 



802 PRICES IN RECESSION AND RECOVERY 

TABLE 56 

CHANGES IN WHOLESALE PRICES AFFECTING MANUFACTURERS' 
PRICE MARGINS. 1913-1936 

CRoPS. ANIMAL PKODVCTS AND MINERAL PRODUCTS 

July Feb. July Oct. May Sept. May Dec. Apr.]u.e 

Crop. 
z91J 19~9 I9JJ 19JJ I9JJ r9J~ 1934 I9Jj 19Jj 19)6 19)6 

Producers' raw 100 136 52 go 78 88 llO 108 97 g8 g8 
pJ"OC<SSed 100 143 93 "7 ... 123 128 "9 130 121 120 

Ratio, proc-
essed to raw 1.00 1.05 1·79 1.50 1·56 140 1,16 1.19 1.31 1.25 1.21 

Animal products 
Producers' raw 100 148 50 68 63, 66 ." 79 106 llO 108 103 
pJ"OC<SSed 100 167 91 105 ll. "7 126 137 143 137 133 

Ratio. proc-
essed to raw 1.00 1.15 1.82 1·54 1.78 I." 1.59 1.29 1.30 1.27 1.29 

Minerals 
Producers' raw 100 135 94 103 ll6 ll9 120 ll9 ... 123 123 
Processed 100 152 122 125 130 136 1M 13' 13' 133 133 

Ratio, proc-
essed to raw 1.00 1.13 1.50 1.11 1.11 1.14 1.11 1.11 1.08 1.08 1.06 

Metals 
Producen' raw 100 .. 8 8 • .00 .02 .05 .05 .06 llO .og .06 
pJ"OC<SSed 100 '64 '33 153 137 149 144 144 143 143 143 

Ratio. proc-
essed to 

raw 1.00 1.28 1»4 I." I.M 141 1.57 1.56 I·S0 1.31 1·32 

be interpreted as measures of the changing physical quanti­
ties of raw producers' goods required in exchange for fixed 
quantities of the manufactured goods into which the given 
raw materials enter. Since the vicissitudes of the last seven 
years have already been traced. our present interest attaches 
to the entries for the last months recorded. 

Reduction in relative value. with reference to the 1913 
base. was more extreme in June 1936 for animal products 
than for the two other main groups represented. In this 
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month 29 per cent more than in 1913. by volume. had to 
be given by producers of raw animal products in exchange 
for a fixed quantity of the same goods in fabricated form. 
The corresponding figure for the low month of the depres­
sion was 82 per cent_ For farm crops a 79 per cent disability. 
in February 1933. had been reduced to one of 22 per cent. 
Among minerals the June 1936 ratio was 1.08 as against 1.30 
at the depression low. Raw metals. however. were much 
cheaper than minerals as a class. relatively to their processed 
forms. The June 1936 index was 108 (with 1913 as 100). as 
compared with 143 for processed metal products. The ex­
change ratio was 1.32. 

The effects of recovery on manufacturing differentials 
among farm and non-farm products are defined more sharply 
in Table 37. We have already noted the widening of the dif­
ferential between the prices of farm products in raw and 
processed form during the recession. While processed goods 
fell 40 per cent. raw producers' goods of this class fell 63 per 
cent. the ratio between the two increasing from 1.00 to 1.62 
between July 1929 and February 1933. Within the ensuing 
forty months the prices of these raw materials advanced 97 
per cent; prices of processed farm products rose 39 per cent. 
The ratio between them was reduced from 1.62 to 1.15. 
Here was a very substantial gain indeed. In contrast. the 
records for raw and processed goods not originating on 
American farms show no such declines during recession. and 
much smaller advances during recovery. In June 1936 the 
index numbers for these two groups. on the July 1929 base. 
were 85. as compared with 72 and 83 for raw and processed 
farm products. Th«; ratio defining exchange relations be­
tween raw and processed non-farm :products never rose to 
the extreme heights found among agricultural products. 
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TABLE 57 

CHANGES IN WHOLESALE PRICES AFFECTING MANUFACTURERS' 
PRICE MARGINS. JULY '929-JUNE '936 

PRODUcrs OF AMEIUCAN FARMS AND OTHER PRODUcrs 

July Fib. July Oct. May Sept. May Dec. Apr.June 
1929 I9JJ I9JJ I9JJ I9J4 I9J4 I9JJ I9JJ I9J6 I9J6 

RECESSION AND RECOVERY 
Products of American 

farms 
Producers' raw 
Processed 

Ratio. processed. 

.00 37 57 

.00 60 73 
5' 
77 

56 7" 
79 54 

78 74 
88 go 

74 
85 

7· 8, 

to raw 1.00 1.62 1.28 1.Si 141 ·" •. 20 1.15 1.22 1.15 1.15 

Products other than 
those originating on 
American farms 

Producers' raw 
Processed 

Ratio. processed 
to raw 

RECOVERY 
Products of American 

farms 
Producers' raw 
Processed 

Products other than 
those originating on 
American farms 

Producers' raw 
Processed 

.00 64 74 8. 

.00 77 60 83 
83 8S 8. 8S 
86 8S 54 8S 

Feb. July Oct. May Sept. May Dec. Apr. June 
Z9J3 L9J3 1933 1934 19J4 '935 1935 1936 1936 

100 155 140 152 190 21S 202 202 197 

100 122 129 132 140 147 150 142 159 

100 115 126 180 129 128 155 .55 155 
100 104 .08 112 110 110 110 111 111 

From 1.00 in July 1929 this ratio advanced to 1.20 at the 
low point of recession. and dropped again to 1.00 in June 
1936. Pre-recession exchange relations' had been restored. 
substantially. by 1936. (These figures, of course, are averages. 



MANUFACTURING INDUSTRIES 

For many' individual commodities the relations were mark· 
edly different.) 

Various other classifications are of. interest in tracing 
changes in the fabricational margin during recovery. Our 
present purpose will be served by a study of ratios relating 
to four selected commodity groups. The detailed measure· 
ments from which these are derived are given in Appendices 
III and IV. 

In July 1929 the relative prices of processed producers' 
goods intended for capital equipment and processed ~on· 

TABLE 88 

CHANGES IN WHOLESALE PRICES AFFECTING MANUFACTURERS' 
PRICE MARGINS AND THE TRADING RELATIONS BETWEEN 

PRODUCING GROUPS, 1911t"1956 

COMMODrrY GR.OUPS RATIO OF INDEX OF PRICES OF PR.OCESSED GOODS 
COMPARED TO INDEX OF PRICES OF RAW MATERIALS OR SEMI-FINISHED GOODS 

Producers' goods 
for capital equip­
ment, processed 

July Feb. July Ocl. May Sepl. May Dec. Apr. June 
'9'J '9'9 '9JJ '9JJ '9JJ '9J4 '9J4 '9J5 '9J5 '9J6 '9J6 

a~nw 1~1~1_1~1~ ,.,~,.,~,~,~ 

Consumen· goocb:. 
processed.. and 
produ .... ' goods 
intended for hu­
man consump-
tion 1.00 1.11 1.77 1.88 1.49 146 l.g6 1.84 1.87 1.85 1.86 

Foods, proceaed 
consumers' goods 
and producers' 
goods 1.00 1.04 1.53 1.1, 1.81 1.19 1.12 1.08 1.17 1.11 1.11 

Non·foods, proc­
essed consumers' 
goods and pro· 
ducers' goods Cor 
human ronsump-
tioo '~I~I~'_'~'~'~'~ 1~1&1& 
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sumers' goods stood 19 and ~ 1 per cent. respectively. above 
the relative prices of the corresponding materials of fabrica­
tion, the reference base being 1913. These ratios reflect the 
post-War over-valuation of processed goods, relatively to 
pre-War standards. When the margins opened by the price 
changes of the recession are superimposed upon these earlier 
differentials we have very high ratios indeed, during the 
depression. In February 1933 the ratios were 1.65 and 1.77, 
respectively. for capital goods and consumers' goods. By June 
1936 these had fallen to 1.~6 and 1.36-still substantially 
greater than in 1913. In terms of intergroup trade, the first 
of these ratios meant that producer" of goods intended, after 
processing, for capital equipment, had to give 26 per cent 
more than in 1913. in physical volume, for a constant quan­
tity of processed capital equipment. The other ratio may be 
similarly interpreted. Only very great shifts in relative pro­
ductivity and in costs of production could prevent such 
changes from bringing important modifications in economic 
status. There is no evidence that such compensating shifts 
in productivity did occur, among the classes of goods cited." 

Breaking the second of these categories into foods and 
non-foods, we have the last two sets of ratios shown in Table 
38. The divergence between the prices of unfinished and 
finished goods intended for human consumption has been 
most pronounced among non-foods. The persistence of rel­
atively high prices for finished goods in the latter group has 
been the prime factor in this divergence. In February 1933 
the ratio for non-foods was practically double the 1913 value. 

10 Here. also. we should note that advances in the quality of finished goods. 
if account could be taken of them. would lower these ratios. An average 
unit of finished goods represented more in 1936 than in 1913, in terms of 
utility. For capital goods the gain in quality may have been sufficient to 
offset the price disadvantage of the primary producer: this could hardly 
have been true for processed consumers' goods. 
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In terms of physical trade this meant that producers of raw 
materials of this type were called upon to give twice as much 
as in 1915 for a constant quantity of finished goods. By June 
1936. the ratio had fallen to 1.60 for consumers' non-foods. 
a figure still very high indeed by earlier standards. Here is 
one of the major changes in price relations that recent years 
have brought. Relatively to the cost of raw materials. the cost 
of the services performed in the manufacturing of non-food 
products intended for direct human consumption and use 
has increased greatly. Among foods the ratio in June 1936 
was much lower, 1.11 as against 1.00 in 1913. 

In this section we have sought to trace recent changes 'in 
the two-sided market relations of manufacturing industries, 
relations with raw material producers on the one hand. with 
the buyers of manufactured goods on the other. We pass to 
a more intensive study of manufacturing industries during 
recovery. a review of internal operating conditions as well as 
relations with outside buyers and sellers. 

ON RECENT CHANGES IN PRODUCTION. PRIcEs. EMPLOYMENT 

AND WAGES IN MANUFACTURING INDUSTRIES 

The low point of the depression. in manufacturing indus­
tries as in other economic activities. was reached. in the 
United States. late in the winter of 1932-33," The period 

11 It is perhaps open to question whether this revival in the United States 
should be dated from February-March 1933. or from mid-summer 1952. 
The physical volume of production of producers' goods reached lower levels 
in 195& than in 1935; the number of wage earners employed was as low in 
1952 as in early 1955. On the ~ther hand. aggregate wage disbursem.enu, 
average prices at wholesale and electric power production fell to lower levels 
in 1958. The domestic statistical evidence is thus conflicting. on the interest­
ing question whether the downswing that accompanied the pOlitical uncer. 
tainties of late 1951 and early 1955 marked a continuation of recession and 
depression. or a check. to recovery that had alreadv started.. (As regards 
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of three years that followed brought a substantial recovery. 
By February-March 1936 the average selling prices of manu­
factured goods, at wholesale, had risen 25 per cent; the vol­
ume of manufacturing production had increased 58 per cent, 
the total number of persons employed 40 per cent, and total 
wage disbursements 92 per cent. 

Particular interest attaches to the nature of this recovery, 
because of the novel elements that played a part in it, to 
which attention has already been drawn. The forces operat­
ing in the traditional revival were, in this instance, com­
pounded in complex ways with elements of a consciously 
formulated program of recovery. For this· reason it is of in­
terest to know whether there were shifts in the internal proc­
esses of recovery that might have been associated with special 
elemeqts of the recovery program. Again, we may ask whether 
this recovery conformed; in general, to the pattern of earlier 
business revivals. This question is pertinent today not only 
as a matter of historical interest but also because it bears 
upon the probable future course of recovery. We may not 
appraise current economic changes solely in relation to past 
standards, but reference to these standards may illuminate 
the present situation. 

There are more specific questions centering about the 
recovery program, as it affected manufacturing industries. 
What was the effect of the novel conditions of 1933-36 upon 
industrial productivity? How were labor costs in manufactur­
ing plants affected? What increase occurred in the aggregate 
purchasing power of manufacturing labor? Did this increase 
differ in important ways from the customary expansion of 
labor's purchasing power during business revival? These, and 
the more general questions suggested above, deal with mat-

world conditions generally. a recovery seems to have begun in 19SI.) For -the 
present purpose, it is desirable to measure changes from the low point of 
.. rly '9!!. 
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ten of major iinportance today, when recovery is being sought 
under an intermixture of old and new conditions. Not all 
these questions may be answered definitely, but their ur­
gency justifies an attempt to cull from available data evi­
dence relevant to these central issues. 

This attempt has been made in preparing the measure­
ments given in this section. Certain of the items are subject 
to a considerable margin of error, 'because of limitations upon 
the coverage of the original records utilized; or because of 
imperfect comparability of series drawn from diffe!erit 
sources. Recognition of this margin of error, of the type that 
is present whenever representative data are employed" is 
necessary in using the detailed figures given below. But the 
general consistency of the results secured leaves no doubt 
as to the substantial truth of the evidence drawn from these 
records. 

The records of recovery are to be interpreted with refer­
ence to the background of the preceding recession, as this 
affected manufacturing industries. Over a period of less than 
four years the physical volume of manufacturing production 
had been cut in half, the average selling price of manufac­
tured products had fallen 31 per cent and the aggregate gross 
income of manufacturing enterprises had been reduced al­
most two-thirds. The number of employed wage earners had 
fallen approximately 43 per cent, the average hourly wage 
had declined some 22 per cent and average earnings per wage 
earner had dropped 39 per cent. Total wage disbursements 
of manufacturing industries had declined 65 per cent; tak~ 
ing account of cl!anges in living costs, this meant a loss of 
approximately 50 per cent in the actual aggregate purcl!as­
ing power of manufacturing labor. In no recent business 
recession have equal losses been suffered by manufacturing 
industries. The price decline of 1920-21 exceeded the drop 
of 1929-88, it is true, and in other respects the first post·War 
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recession was of a magnitude roughly. comparable to the most 
recent decline. But in prolonged severity the recession and 
depression of 1929-33 have no counterpart in the economic 
records of recent years. Reflections of the drastic preceding 
recession will appear in the movements of recovery. which 
may be dated from the early months of 1933. 

This recovery was spotty and uneven. probably less homo­
geneous than any similar period of economic revival of which 
we have record. Relief from the immediate fears engendered 
by the banking crisis. a series of developments affecting the 
present and anticipated value of the dollar. the prospect. and 
then the reality. of extensive changes in 'Operating and mar­
keting conditions growing out of the adoption of industrial 
codes. fundamental changes in the conditions affecting the 
issuance of new securities and the allocation of investment 
funds, the initiation of Federal expenditures for relief on a 
hitherto unprecedented scale-these followed one another in 
rapid succession. Within three years the business 'climate' 
underwent a series of changes such as might normally have 
been spread over many years. These and other developments 
affected the shifting course of recovery among manufacturing 
industries between February 1933 and the spring of 1936. 
The first sharp spurt, which carried to mid-summer of 1933, 
was followed by a recession, extending to the end of 1933, 
a spring revival in 1934, a set-back through the summer 
months, a recovery in the winter of 1934, a mild contraction 
in the spring of 1935, and a notable advance carrying into 
the winter of 1935-36. 

Some new factors were present in each of these periods. but 
the most notable differences separate the first phase of sharp 
expansion from the alternations of contraction and expansion 
that follow. These differences lie, partly, in the extent of the 
movements. The first recovery far exceeded in magnitude 
the up·turns that followed. Again, the first rise and the later 
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movements are characterized by important differences in 
operating conditions. in the field of manufacturing. The 
first of the codes introduced under the National Industrial 
Recovery Act was approved on July 9. '933; the blanket 
code authorized under the President's Re-employment Agree­
ment had been accepted by 700.000 employers by August 1St. 
The operating conditions prevailing in manufacturing in­
dustries underwent a major change with the inauguration 
of the codes. In this fundamental respect. then. the circum­
stances attending the first phase of recovery, up to the s~m­
mer of '933, are clearly distinct from those prevailing up to 
May '935. It is true that the prospect of operation under 
the codes helped to stimulate the early advance and affected 
its character. But the detailed regulations later prescribed 
under the industrial codes did not. of course. affect operating 
conditions during this first surge of recovery. 

We must recoguize that many factors. other than the codes. 
distinguish the first phase of recovery from the period that 
followed. The stimulus of monetary change was a potent 
force in the first surge of renewed activity. Hopes and fears 
centering in the prospects of inflation were -stronger during 
the first few months than later. Production for stock was 
probably more important during the first phase. and such 
production would leave its impress upon the movements of 
the later period. The potentialities of rapid advance in pro­
ductivity and sharp reduction of operating costs were greater 
at the very low level of activity prevailing in February '933 
than after the bloom of the first revival had passed. The 
factors affecting operating conditions over a short period 
differ in various ways from those dominant over a longer 
interval. It would be improper to_ attribute to the influence 
of the industrial codes all the differences we shall note be­
tween the operating conditions prevailing in manufacturing 
industries prior to and following the adoption of these codes. 
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Yet these differences are part of the data required for an ap­
praisal of the codes and of the shifting currents of economic 
change from 1933 to 1936. 

For these reasons, then, we shall break the period of re­
covery here reviewed into three phases-that covering the 
sharp rise from February-March 1933 to June-July 1933, 
the period from the summer of 1933 to April-May 1935. and 
the phase from April-May 1935 to February-March 1936. 
Operation under the codes ceased, of course, following the 
Supreme Court decision of May 27, 1935. Since the turning 
points that mark off these periods of recovery are not clearly 
to be located in one particular month, and since they do not 
coincide, in time, for all the series to be followed, the limits 
of the several periods are set with reference to averages of 
measurements covering two months. 

THE DATA, AND SOME LlMrrlNG CONDITIONS 

The basic series from which all other measurements are 
derived, in tracing the changes of recovery, are given in 
Table 39, in relative form. These series are based upon 
records of production, employment, pay rolls, hours and sell­
ing prices relating to the operations of the major manufac­
turing industries of the United States. 

The general changes during the recovery phases distin­
guished in Table 39 are familiar. The first spurt of recovery 
carried all series upward, the advance of 45 per cent in pro­
duction being outstanding. The changes of the twenty-two 
months following (the period of general operation under the 
codes) brought a slight rise in production, further notable 
advances in prices, pay rolls and number employed, and a 
pronounced decline in average hours worked per week. The 
first ten months of the post-NRA operation, in 19115-116, wit­
nessed a rise in output and increases in number of wage 
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TABLE 59 

A RECORD OF THE FORTUNES OF MANUFACTURING INDUSTRIES 
OF THE UNITED STATES. '93!t""'956 

BASIC MEAsUREMENTS 1 

Febnl4ry- JUM- April- FebnUlry-
Mtm;h July May March 

Z9JJ '911 '9J5 '9J6 
Physical volume of production .00 '45 '48 '58 
Number of wage earners employed .00 "5 '56 '40 
Tola! wage disbwsemenlS (pay rolls) .00 127 .• So '9" 
Average number of working hours 

per week. per person .00 "4 97 '0" 
Avera!\" selling price of products .00 .og 125 125 

1 Desaiptions of the sen-=- given in this table will be round in Appendix 
VIU-A. The reader should note that the production index of the Board of 
Governors of the Federal R.eserve System. on which the present measurements 
of production changes rest. shows an advance of 57 per cent from February­
March to Ju~July 1935. But the compiling authorities call attention to 
the fact that this advance was somewhat distorted by the sharp rise in the 
output of semi-finished goods in that period. The rise in general manufac­
turing production was smaller. The figure of 45 per cent used in the present 
analysis is a cxn:rected measurement. The basis of correction is explained. in 
Appendix V1U·A. _ 

Because of this mrrection. the measurements given in this chapter tliffer 
somewhat from those given in Bulletin 56 of the National Bureau of Eco­
nomic llesearch, in which the results of this analysis were fint published. 

The monthly indexes of average selling prices of manufactured producta 
are oompared with index numben based on the records of the Census of 
Manufactures in Appendix. VIII-B. 

earners employed. in wage disbursements and in average 
working hours. No change occurred in the average selling 
price of manufactured products. 

But a more detailed comparison of these movements is re­
quired to bring out the distinctive features of the period that 
opened with the spring revival of 1933. In making such com­
parisons and in deriving the requisite measurements we must 

"recognize the limitations of the data. There are some dif-
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ferences in the degrees of coverage of the series listed above. 
Pay roll and employment statistics are drawn from go manu­
facturing industries. Records of average hours worked per 
week are secured from a smaller number of establishments. 
representing a somewhat smaller number of manufacturing 
industries-87 in December 1935. (Only those industries are 
included for which information concerning hours of labor 
covers at least 20 per cent of all employees.) Price and pro­
duction records relate to still other samples of manufac­
turing operations at large-broad samples. but not the same. 
in detail; as those from which the first figures come. Com­
parison of these records and the derivation of measurements 
from such comparisons must proceed on the assumption that 
each of the basic series is representative of manufacturing 
industries in general. Since this assumption is. made in the 
pages that follow. the various derived figures should be looked 
upon as indexes of general tendencies. not as highly accurate 
measurements of detailed movements. 

In respect of timing. certain other difficulties face us in 
making comparisons. The basic production statistics are 
monthly averages or aggregates. while the records of employ­
ment. pay rolls and hours for each month are derived from 
data relating to the week ending at the date nearest the mid­
dle of the month. The original price quotations vary in this 
respect. some being averages of daily figures. some averages 
of weekly quotations. some quotations as of specific dates. 
Each set of figures may be taken. however. to be generally 
representative of conditions prevailing in given months. 
Greater difficulties are introduced by the fact that the final 
emergence of finished manufactured products lags behind 
the expenditure of labor and of money in the preliminary 
productive processes. This lag is not a serious barrier to ac­
curate comparison of statistics of final production and sta­
tist1cs relating to the earlier processes of production. if the 
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How of materials be reasonably steady. When the process is 
extended, however, and when variations in the rate of How 
are considerable, the accuracy of comparisons of concurrent 
statistics is lessened. Records of employment and pay rolls 
relating to a period of reduced activity may be set against a 
How of finished products resulting from a preceding period 
of excessive activity. Conversely, technical conditions of pro­
duction may force the maintenance of a considerable labor 
force even though the production of finished products has 
been sharply reduced. The automobile industry, wit4 its 
periods of preparation for the output of new models. and 
the steel industry furnish examples of production and labor 
statistics not always strictly comparable on a current monthly 
basis. If the lags were constant account could be taken of 
them, but in some industries they vary appreciably from time 
to time. 

The seasonal factor also complicates the task of compari­
son. Some of the basic series compared are subject to sea­
sonal Huctuations, others are not. However, there are real 
doubts whether the customary seasonal movements have pre­
'vailed, in all cases, under the abnormal conditions of severe 
depression. In some instances it is certain that they have not. 
Moreover, the magnitude of the usual seasonal movements 
is much smaller than the changes here recorded. For these 
reasons it has seemed desirable to attempt no correction for 
assumed seasonal variations. The actual records of manu­
facturing operations have been utilized_ 

Various technical difficulties of the types mentioned are 
faced in the comparative study of month-ta-month fluctua­
tions. Those general movements that persist over longer 
periods will not be obscured, how~ver, by the erratic changes 
arising from varying temporal relations of production. em­
ployment and prices. In the comparisons actually made in 
the following pages the difficulty introduced by erratic month-
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to-month movements is met. in part. through the comparison 
of averages for several months. rather than indexes for single 
months. Even so. not too much weight should be attached to 
extreme' movements for limited periods. in records relating 
to single industries. When the records for different industries 
support one another. however. and when movements persist 
over time. it is justifiable to conclude that we are dealing with 
significant changes. and not with erratic fluctuations result­
ing from shifting leads and lags among the series compared. 

With these considerations and limitations in mind. we may 
draw such information as we can from the basic measure­
ments in Table 39. The index numbers presented in Table 40. 

TABLE 40 

A RECORD OF THE FORTUNES OF MANUFACTURING INDUSTRIEs 
OF THE UNITED STATES. '9S5-'9S6 

DERIVED MEASUREMENTS 1 

February- Junt:- April- February-
March July Mo.y March 
'~JJ '9JJ '9J5 '~J6 

Gross income .00 '58 .85 .gB 
Total employment (man hours) .00 '8' IS" '4S 
Average output per wage earner .00 .. 6 .og H5 
Average output per man hour .00 .H H" HO 
Average earnings per wage earner .00 HO 'S" 'S7 
Average hourly wages .00 97 'S6 '84 
Average labor cost per unit of 

product • 00 88 ... .. . 
t Explanations of the methods employed in deriving these index numbers 
will be found in the notes in Appendix VIU-A. 

which have been derived from those in Table 39. define im­
portant aspects of the changes occurring in this period of 
revival. The five basic series and the seven sets of derived 
measurements constitute the materials of the following 
analysis. Using these. we may follow the course of recovery 
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and note certain changes in the operating conditions of manu­
facturing industries and in the relations of these industries 
to other elements of the national economy.lI 

12 In this survey we shall use the measurements given in Tables 59 and 40, 

which are taken to be representative of the movements in manufacturing 
industries at large in the United Stales. Attention has been drawn to the 
lack of perfect co,mparability among some of the series employed. However, 
the general conclusions drawn from these comparisons are supported by 
evidence relating to smaller samples of major manufacturing industries for 
which more truly comparable measurements of production. employment and 
pay rolls are available. These industries include those producing iron and 
steel. automobiles, cigars and cigarettes. cement, leather. boots and shoes, 
rubber tires and inner tubes, lumber. woolen and worsted goods. cotton 
goods. carpets and rugs. and ftour, and the meat packing. sugar refining 
and petroleum refining industries. Measurements for this substantial group 
of 15 manufacturing industries are given below. together with measurements 
for all manufacturing industries. In addition. figures are given for 15 indus­
tries-tbe 15 in the above list. less automobiles and cotton textiles. The 
cotton textile industry was marked by distinctive changes during the remvery 
of 1958--86. and some special difficulties are faced in the automobile industry 
in respect of the oomparability. in time, of the production records and 
employment and pay roll statistics. 

F<bnuJl'Y- ]u",,"" April- Feb""".,... 
March July May March 
r9JJ 1933 1935 r9J6 

GJ'OIS inoome 
All manufacturing industries 100 158 185 198 
15 industries UJO 195 248 251 
I!I industries 100 19o 210 119 

Total employment (man hours) 
All manufacturing industries 100 lSI lSI '4S 
15 industries 100 '50 '45 '50 
15 industries 100 150 'S5 148 

Average output per wage earner 
All manufacturing industries 100 126 log liS 
15 industries 100 IS9 126 128 
I!J industries 100 'S6 110 118 

Average output per man hour 
All manufacturing industries 100 110 III III 
15 industries 100 114 II, uS 
15 indultries .00 .og log 108 

(Foo""'le ': _luded ... 1>. JrB) 
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THE RECOVERY OF 1933-1936 

In following changes in the operations of manufacturing 
industries since the early months of 1933 various combina­
tions of the measurements presented in Tables 39 and 40 
may be used. Each combination will contain a single series 
of major importance and two of its component elements. In 
each instance the movements of the three related series should 
be compared. The measurements entering into the various 
combinations are brought together in Table 41. The subse­
quent discussion should be followed with reference to the 
detailed entries in this table. 

(Footnote 12 concluded) 
FebrutJry- JUfI<- April- FebruaT 

March Jul, Ma, Marc 
'9JJ '9JJ '9J5 19J6 

Average earnings per wage earner 
All manufacturing industries 100 110 Ig1 137 
15 industries 100 III '5' 156 
13 indusbies 100 III 145 '54 

Average hourly wages 
All manufacturing industries 100 '¥l Ig6 154 
15 industries 100 99 lSI '49 
13 industries 100 99 144 '4" 

Average labor cost per unit of product 
All manufacturing industries 100 88 '" "" 15 industries 100 87 .. 0 .. I 
15 industries 100 go 19o Igl 

The smaller samples, which are rather heavily' weighted by basic indus­
tries, show more violent 8uctuations in gross income and total employment 
than are found in manufacturing industries at large. but the various de­
rived measurements show movements of the same general character. (It 
should be noted that the figures for the smaller groups and for all manu­
facturing industries for June-July 198! are not independent, in respect of 
output per man hour and labor cost per unit of product. These two series 

"tor the smaller groups have been used in revising production figures for all 
industries for this period, correcting for the bias noted on an earlier page. 
See· also Appendix VIlI-A.) This set of measurements, more carefully con­
tIOlled than are the figures for all industries, serves to <heel:. the geneiai 
concl'!uons suggested in the text. 
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TABLB 41 

MANUFACTURING OPERATIONS, '93~'936 

A CoMPAlUSON OF MOYEMEN;I'S DURING DIFFERENT PHASES OF REooVl!llY 

PERCENTAGE CHANCE FROM 
Feb.-March June-July April-May Feb.-March 

I93J to 1933 to I9J5 to I9JJ to 
June-/uly April-May Feb.-March Feb.-Maf'ch 

GrosS income and its elements 
'9JJ '9J5 '9)6 '9)6 

1. Gross income +58 +'7 +6 +98 
>. Production (pbysical 

volume) +45 +- +7 +58 
3. Selling price of produclS 

(average) +9 +'5 -. +-5 
Employment and iu elements 

4- Total employment 
(man bows) +3' +. +7 +43 

5. Wage earners employed +'5 +.8 +- +40 
6. Working hoon per per-

son (average weekly) +'4 -'5 +5 +> 
Production and its elements 

I. Production +45 +> +7 +58 
5. Wage earn ... employed +'5 +.8 +> +40 
7. Output per wage earner 

(average) +_6 -'4. +5 +'3 

4. Total employment 
(man bours) +3' +. +7 +43 

8. Output per man hour 
(average) +.0 +. 0 +11 

Wage disbursements and elements 
g. Wage disbursements +-7 +.- +7 +9-

5. Wage earners employed +'5 +.8 +- +40 
'0. Earnings per wage 

earner (average) +.0 +>0 +s +57 

4. Total employment 
(man bours) +3' +. +7 +45 

II. Hourly wages (average) -3 +40 0 +$4 

2. Production +45 
12. Labor mst per unit 

+- +7 +58 

(average) -12 +59 0 + .. 

-
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MANUFAGrURlNG GROSS INCOME AND CO~PONENT ELEMENTS 

Changes in the gross income of manufacturing industries 
. may result from changes in the number of units produced, 
or in the average selling price per unit. The first three sets 
of measurements in Table 41 define these movements during 
the recovery of 1933-36." In tracing these movements effec­
tive comparisons may be made between the changes in the 
sharp revival of the first four months, during the next twenty­
two months of general operation under the codes, and in the 
final period of ten months, foIlowing the termination of 
NRA. 

The net gains of the entire period were substantial, 98 
per cent in gross income, resulting from advances of 58 per 
cent in volume of production and 25 per cent in average 
price per unit. But the gains were not divided equally among 
the three phases of recovery. In the short pre-code period all 

. the series advanced, with rising output as the major factor 
in the notable pick-up in gross income. During the era of 
code installation and operation under the codes output ad­
vanced only slightly; rising prices were the chief element in 
a 17 per cent increase in gross income. This increase con­
tinued in the post-code period, in 1935-36, with rising pro­
duction as the active factor in the advance. Prices declined 
slightly. 

Of course, many forces operated during all three periods. 
Anticipation of the codes played a part in the first advance. 
A natural reaction from the tremendous activity of the first 
advance, activity leading to production of goods in excess of 
current needs, is reflected in the record of the second phase. 
We shall have a better basis for judgment concerning the 

18 In aU threefold comparisons of this sort the figure relating to one series 
is the produot of the eorresponding figures lor the two other series. in the 
.ense that I.Sil=I4SXI.og. 
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part played by code enforcement in the changes of these 
periods when we have pressed our inquiry further. for the 
changes defined by certain of the other series are more closely 
connected with code provisions. The factors affecting total· 
employment are in this category. 

TOTAL MANUFAcruRlNG EMPLOYMENT AND COMPONENT 

ELEMENTS 

Total employment is properly measured in terms oj man 
hours. Changes in the number of persons employed and in 
the average hours of work affect this total. Items (4). (5) and 
(6) of Table 41 summarize the record of recovery in these 

elements. The notable increase of 31 per cent in total em­
ployment in the pre-code period resulted from almost equal 
advances in the number employed and in the average num­
ber of hours worked per wage earner. Between mid-summer 
1933 and April-May 1935 the volume of employment showed 
no large net change. There was a considerable decline in 
average hours worked. which was offset .by an increase in 
the number employed. These changes. of course. are mani­
festations of definite elemen ts of the recovery program. 
There was spreading of work under the codes. In April­
May 1935 a volume of employment about 1 per cent greater 
than that prevailing when the codes went into effect was 
shared among a body of workers some 18 per cent larger. 
In the ten months following the termination of the codes 
manufacturing employment rose 7 per cent. both number 
of workers and average hours worked increasing. The period 
of recovery as a whole shows substantial increases in total 
employment and in number of persons employed. with a rise 
of 2 per cent in the average number of hours worked. per 
person. 
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PHYSICAL VOLUME OF MANUFACTURING PRODUCTION 

AND COMPONENT ELEMENTS 

Changes in the volume of manufacturing production may 
be viewed as the resultants (though not necessarily in a 
causal sense) of changes in the number employed and in 
output per worker. Items (2), (5) and (7) of Table 41 
relate to these series. 

The sharp advance in volume of production during the 
pre-code period was achieved through an increase in the 
number of workers and a still more pronounced increase in 
output per person employed. (The ·latta gain was partly 
attributable, of course, to an increase in hours of work.) 
These were changes of the sort usual in revival, though of 
exceptional magnitude. A gain of 45 per cent in volume of 
output, from the very low level of early 1933, carried with 
it, almost inevitably, a notable advance in output per per· 

·son, per machine in use, and per man hour. (We would mis­
read the figures if we should take this gain to be the result of 
a great technical revolution. No such revolution occurred 
during this brief period of four or five months. The potential 
advantages of earlier improvements, technical and otherwise, 
could be realized when this sharp gain in volume of output 
occurred.) During the twenty-two months of general opera­
tion under the codes the number employed continued to 
increase. Output per person declined, however, and aggregate 
production increased only 2 per cent. The post·NRA phase 
was marked by an increase of 7 per cent in total output, a 
slight increase in the number of workers, and a renewed ad­
vance in output per worker. 

Changes in the average length of the working week affect 
the preceding measurements of output per person. In Table 
41 changes in total output are shown, in relation to changes 
in man hours and in output per man hour [items (4) and 



MANUFACTURING INDUSrRlES 

(8)]. Indexes of output per man hour are a measure of true 
productivity," far more accurate, of course, than is a measure 
of output per person under conditions marked by changing 
hours of work. 

The advance of 10 per cent in output per man hour in the 
first early spurt was in some degree a cause, in greater degree 
a result, of the notable increase in total output. Increased 
market demand made possible an increase in productivity, 
an increase in its tum facilitated by earlier improvements in 
equipment, in technique and in the quality of labor. In the 
twenty-two months that followed this pronounced gain in 
productivity, output per man hour increased approximately 
1 per cent." No further change in average output per IQan 
hour occurred during the ten months following the termina­
tion of NRA. The figures defining net change, over the en­
tire period of recovery, show a rise of 58 per cent in volume 
of production, an advance of 11 per cent in output per man 
hour. 

1" It is convenient to measure industrial productivity on a man hour basis. 
This is not to be taken to mean that changes iii productivity are due ex­
clusively. or even primarily. to the human factor in production. Mechanical 
eqUipment may be a more important ractar in changing productivity than 
human skill or intensity of application. 
115 This, of mUISe, is an average figure. behind which there lie large and 
small productivity losses in certain industries. gains in others. Indeed. the 
fact should be emphasized that any such analysis as this, which necessarily 
runs in terms of averages, must ignore the fortunes of individual industries. 
At times of extreme change there are bound to be wide diversities of for­
tune. An account that included many industrial case histories would reveal 
the details of the changes affecting the industrial structure in this recession. 
But we motenl ourselves here with the general tendencies that dominated 
the period. recalling only that many plants and industries followed distinc· 
tive counes of their own. 
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TOTAL WAGE DISBURSEMENTS OF MANUFACTUIUNG INDUSTRIES, 

AND ELEMENTS OF THE TOTAL 

We tum to a survey of wage disbursements during the re· 
covery, viewing these, first, from the point of view of wage 
recipients. Changes in the aggregate and in two of its ele­
ments during the several phases of recovery are defined by 
items (9), (5) and (10) of Table 41. 

Total wage disbursements expanded during all three pe· 
riods, the relative advance in the second period being ma· 
terially greater than the gains of the pre-NRA and post·NRA 
phases. Increases in 'the number of, wage earners and in 
avc;rage earnings per wage earner contributed, during all 
phases of recovery, to the expansion of the aggregate wage 
bill. 

More light is thrown on the changes in wages and earnings 
during these periods by a somewhat different division of ele· 

'ments. Total wage disbursements may be considered as the 
product of the number of hours worked and the average 
wage per hour. Analysis into these elements, which appear 
as items (4) and (11) in Table 41, makes it possible to follow 
changes in wage rates, and to determine their relation to 
fluctuations in total wage disbursements. 

We find quite diverse changes during the three periods 
compared. The pre-code advance of 27 per cent in the ag· 
gregate earnings of manufacturing labor was 'accompanied 
by a sharp rise in total man hours worked (31 per cent), and 
by a drop of 3 per cent in the average hourly wage. In the 
second period, characterized by operation under new wage 
provisions, with only a minor change in volume of produc· 
tion, we find a slight increase in total man hours worked, an 
advance of 40 per cent in average hourly wages, Here was a 
new factor at work in a period of revival, with definite wage 
regulations increasing hourly rates at a much earlier stage 
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than was to be expected from the usual processes of revival. 
The net effect was to increase total wage disbursements 42 
per cent between June-July 1933 and April-May 1935, al­
though production advanced but 2 per cent and employment 
1 per cent. During the ten months that followed the end of 
code operations employment rose 7 per cent, and average 
hourly earnings remained constant. Over the entire period 
of recovery we have a' pronounced advance in total wages 
paid, a considerable rise in man hours worked and a notable 
increase in hourly rates of pay. 

It is desirable to trace some of the economic accompani­
ments of these widely different means of achieving the same 
result, i.e., a given gain in the aggregate wages disbursed to 
manufacturing labor. Certain' of these consequences may be 
followed by comparing changes in wage disbursements [item 
(9) of Table 41], with changes in total volume of production 
[item (2)], and in labor cost per unit of product [item (12)]. 

The increase of 27 per cent in the total wage bill of manu­
facturing industries during the period of pre-code expansion 
may be viewed as the net resultant of a gain of 45 per cent 
in number of units produced and a decline of 12 per cent in 
average labor cost per unit. Thus, although the average 
hourly wage dropped only 3 per cent, and average earnings 
per wage earner increased 10 per cent, the labor cost per 
unit fell 12 per cent. This resulted, of course, from a gain of 
10 per cent in output per man hour. Such reduction of an 
important element of production costs worked definitely 
towards the correction of the great disparity between the 
prices of raw materials and of manufactured goods existing 
at the low point of the depression. 

The advance of 42 per cent in total wage disbursements 
during the code period resulted from two quite different 
types of change in the component elements. The number. 
of units produced increased only 2 per cent, while average 
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labor costs, per unit of product, rose 39 per cent. Increasing 
production and falling labor costs accompanied the first rapid 
gain in the total rewards of manufacturing labor. A prac­
tically constant volume of production and sharply rising 
labor costs accompanied the advance in aggregate payments 
to labor that occurred in the period· of operation under the 
codes." Wage disbursements in the post·NRA period con­
tinued to advance. It is significant that no change in labor 
costs per unit occurred during this period. For the recovery 
as a whole, to February-March 1936, increases of 22 per cent 
in labor costs per unit and 58 per cent in number of units 
produced contributed to an advance-of 9lf per cent in total 
wages paid. 

In interpreting these figures and in comparing the pre-code 
and code periods we must allow, again, for the influence of 
factors not connected with code administration. A sharp drop 
in labor costs per unit of product was to be expected, during 

. the first spurt of revival, as an accompaniment of the pick-up 
from the very low level of activity prevailing in February 
1933. The situation in mid-summer 1933 offered no such 
potentialities of sudden reduction in operating costs, even 
though all working conditions had remained unchanged. On 
the other hand, had working conditions remained un­
changed, the first reduction of 12 per cent in labor costs 
would not have been followed by an advance of 39 per cent." 

16 This measurement of advance in labor costs is subject to at least two types 
of bias. It is probable that the larger establishments in the sample &om 
which data on pay rolls are secured conformed more closely. on the whole, 
to code regulations than did the smaller establishments. This would tend to 
make the measurement of labor costs somewhat higher than it would be 
with complete coverage. On the other hand, it is known that there is a 
negative bias in the reported pay roll statistics. arising from the use of a 
constant sample. Such bias would tend to lower the measure of labor costs. 
These errors, if present. tend to offset one another. 
1f The apparent advanee of !9 per cent in average labor cost per unit of 
product in American manufacturing industries between June-July 19S! and 
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SUMMARY OF THE CHANGES OF RECOVERY IN MANUFACTURING 

INDUSTRIES 

The three years from February-March 1933 to February­
March. 1936 were marked by a curious combination of move­
ments in the operations of manufacturing industries. Physical 
output and gross income increased during each of the periods 
we have distinguished; the sharpest spurts came in the pre· 
code period. The great gain in productivity came also in the 
pre-NRA period. Thereafter output per man hour advanced 
slightly. output per worker declined. Total employment 
(man hours) advanced notably in the first period, remained 
almost constant under the codes. On the other hand, the 
greatest advances in number of wage earners employed, wage 
disbursements and average earnings per employed worker 
came during the period of code operation. Average hourly 
wages and labor costs per unit of product declined in the 
pre-<:ode period. rose by approximately 40 per cent under 
the codes. Average selling prices of manufactured goods rose 
prior to and during the stage of code operation, declined 
slightly after the termination of the codes. 

It is clear that certain tendencies of the first period were 
checked or reversed during operation under the codes. Phys­
ical output increased by a bare 2 per cent in twenty-two 
months of NRA. Evidence of internal difficulties, during thi$ 
period, in the form of retarded productivity and advancing 

April-May 1955 reflects. in part, the abnormal conditions prevailing in mid~ 
summer 1955. after the first spurt of revival. This figure is useful for com­
parative purposes. but is not to be tak.en as an' accurate measure of changing 
industrial efficiency. More significance attaches to the measure defining the 
change in average labor cost per unit over_the period from February-March 
1955 to February-March 1956. This net advance of II per cent, over a period 
that includes the material reduction of .lahar costs during the first four 
months. represents a notable departure from the typical movement of 
reoovery. 
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labor costs, adds to the darkness of the picture. And yet, 
throughout the period of recovery, gross income advanced, 
wage disbursements continued to increase, earnings per em­
ployed worker rose, and the number of workers on pay rolls 
continued to increase. Purchasing power was being disbursed 
in ever-expanding volume, despite the apparently adverse 
conditions indicated for the second period by the various 
records of physical production, productivity, and labor costs. 
Here were strangely conflicting movements. But we shan 
have a better perspective on these shifts when we compare 
them with changes during the preceding recession and dur­
ing earlier periods of business revival. 

RECOVERY MOVEMENTS IN RELATION TO A PRE-RECESSION 

STANDARD 

Any economic recovery is closely related to the preceding 
period of recession. That recession must condition the re­
covery at many points and vitally affect its character. The 
exceptional gravity and extent of the recession in American 
business between 1929 and early 1933 cannot be ignored in 
surveying the changes brought by recovery. For this reason 
we supplement the survey of changes during the phase of re­
covery by a summary account of these changes viewed against 
a pre-recession base. Measurements are given in Table 42. 
(Certain of the series given in Table 41 do not appear in 
Table 42. Where measurements for the longer period could 
not be considered accurate, in detail, it appeared desirable 
to restrict statements to general terms and not to cite spe­
cific figures.) 

Shifting the standard of reference to a pre-recession base 
has one immediate effect, to reduce the apparent magnitude 
of the shifts of recovery. For the recession carried most ec0-

nomic series to such low levels in the winter of 1932-33 that 
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TABLE 41 

RECESSION AND RECOVERY IN AMERICAN MANUFACTURING 
INDUSTRIES. 19'9-'956 

June- FebTU4ry- June- April- FebT1UlJ;-
Jul, March Jul, M", Marc 
'929 '9JJ '9JJ '9j5 L9J6 

(currmt dollan) 
Gross income and its elements 

t. Gross income .00 54 55 6. 66 
•. Production (pbysical 

volume) 100 49 7' 7· 77 
5. Selling price of 

products (avcnoge) 100 6g 75 86 86 
Production and its elements 

I. Production .00 49 7' 7· 77 
5. Wage eamen employed '00 57 65 77 79 
7. Output per wage earner .00 86 .og 94 97 

Wage disbursements and elements 
g. Wage disbursements .00 55 45 64 68 

5. Wage earners employed .00 57 65 77 79 
10. Earnings per wage earner 

(average) .00 6. 6g 85 86 

... Av .... ge bourly wage .00 78 .16 105 '°4 
I. Production .00 49 7' 7· 77 

u. Labor cost per unit of 
product (average) .00 71 65 8g 88 

(dollan 01 comtant purchasing power) . 
Gross income and its elements 

I. Gross income 1 .00 54 75 75 80 
•• Production (pbysical 

volume) .00 49 7' 7' 77 
,. Selling price of 

products (average) 1 .00 11. .06 '04 .04 
Wage disbursements and elements 

gao Wage disbursements 2 .00 49 6. 77 80 
5. Wage ea.men employed .00 .57 65 77 79 

'0. Real earnings per wage 
earner (average) a .00 86 94 .00 .0. 
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TABLE 41 (cont.) 

RECESSION AND RECOVERY IN AMERICAN MANUFACTURING 
INDUSTRIES, 1929-1986 

June- Febf'WJry- JUM- April,-. February-
July March July May March 
'9'9 '911 '9JJ '935 '936 

(dollars of constant puTchasing power) 
11. Average hourly wage 2 100 108 10,5 114 uz 

gb. Wage disbursements 1 100 56 65 77 8a 
st. Production 

u. Labor cost per unit of 
product (average) 1 

100 

100 

49 71 7· 

89 10'] 

77 

106 

1 The index number of wholesale prices constrUcted. by the National Bureau 
of Economic Research was used as a deflator. 
2 The index of the cost of living of industrial workers constructed by the 
National Industrial Conference Board was used as a de8ator. 

the succeeding rises, in percentage terms, run into relatively 
high figures. On a pre-recession base the percentage changes 
are much less pronounced. 

In summary, the situation as of February-March 1936, 
with reference to the situation existing in June-July 1929 
was marked by the following features: 

The gross income of manufacturing industries had been 
reduced 34 per cent in current dollars, 20 per cent in dollars 
of constant purchasing power, at wholesale. The physical 
volume of manufacturing production was 23 per cent below 
the 1929 standard. Per unit prices were lower, but the aver­
age per unit purchasing power of manufactured goods in 
wholesale markets was higher. Relatively to other goods, 
commodities of this type cost more, per unit, than in 1929. 

The actual volume of manufacturing employment, mea· 
sured in man hours, had been reduced about two-fifths and 
the working force had been reduced one·fifth. 

Industrial productivity, per wage earner employed, had 
declined slightly. Productivity per man hour had risen. The 
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gain may be estimated at something more than 25 per cent, 
scored during the period of recession and in the first spurt 
of revival. 

The aggregate purchasing power of manufacturing labor 
was some 20 per cent lower. The purchasing power of the 
earnings of each employed worker stood just about at the 
1929 level. The purchasing power of an hour's wage (i.e., the 
real hourly wage) had increased approximately 22 per cent. 

The total wage bill of manufacturing industries, measured 
in dollars of constant purchasing power at wholesale, 'was 
approximately ,8 per cent lower. Average labor cost per 
unit of goods produced had risen approximately 6 per cent 
(cost being here measured in terms of the same constant value 
standard). 

It is apparent from these figures that the recovery in Amer­
ican manufacturing industries, up to the spring of '936. 
had fallen short of restoring the pre-recession level of gross 
income. of production, of employment, or of aggregate pur­
chasing power of labor. Industrial productivity and real wage 
rates on a man hour basis were much highet:-than before the 
recession, nominal wage rates were higher, and real labor 
costs per unit of product were somewhat higher. 

But we need other criteria, in appraising the shifting 
movements of the current recovery. Earlier periods of busi­
ness expansion furnish useful standards of reference. 

ECONOMIC CHANGES IN MANUFACTURING INDUSTRIES DURING 

FIVE PERIODS OF BUSINESS EXPANSION, APPROXIMATELY 

EQUAL IN RESPECT OF DEGREE OF RECOVERY 

A comparison of manufacturing operations during differ­
ent periods of business expansion may be expected to disclose 
some of the distinctive features ·ofthe current movement. 
It is true that there exists no fixed schedule of recovery, to 
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which business movements always conform. but something 
of the nature of a common pattern is found in the cyclical 
fluctuations of the economic system. Some of the character· 
istics of this pattern. and distinctive deviations from it. are 
revealed by the series of measurements presented in this 
section. 

Various modes of comparison are possible in any such 
survey. For the present purpose it seems desirable to trace 
the movements of important economic series over periods of 
expansion marked by approximately equal degrees of in· 
crease in the physical output of manufacturing industries. 
This magnitude. as averaged for the months of December 
1934 and January 1935. was 37 per cent greater than at the 
low point of February-March 1933." It is pertinent to in· 
quire how the changes in manufacturing industries during 
this period. with respect to employment. productivity. labor 
costs. etc .• compared with corresponding changes during ear· 
lier periods of equal increase in volume of output.'· We 
should note that in concentrating attention upon the opera· 
tions of manufacturing industries we ignore numerous eco­
nomic factors-such as monetary and credit conditions. rela· 

18 Advances of approximately equal magnitude could not be secured for the 
three preceding revivals. if the record were eanied through 19!5. Since we 
are interested in opentting changes accompanying similar advances. we re­
strict the survey of recent changes to the movements up to January 1935. 
18 If we compare, with respect to changes in aggregate production. periods 
of business reoovery widely separated in time. error may be introduced into 
our conclusions by the changing character of the elements entering into the 
aggregate. Different industries. marked by important differences of cyclical 
behavior. may dominate a national economy at different times. These domi­
nant industries would place their own impress on the aggregate into which 
they enter. But over fifteen yean no great changes accuned in the relative 
importance of elements entering into aggregate manufacturing production. in 
the United States. The incidence of recovery may, of course. be different. at 
different times, but this is a condition affecting all comparisons of this sort, 
in which aggregates of any kind are used. 
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tions among elements of the price structure. saving and in" 
vestment-which condition the course and character of r~ 
covery. Our interest. however. is not in the economy at large. 
or in the full complex of circumstances that shape a business 
revival. It is in a particular segment of the total. and in the 
internal relations among the elements of this segment. These 
relations will not be unaffected by external developments. 
but such developments are of secondary importance in the 
present comparison. 

In this comparison no attempt is made to introduce cor­
rections for seasonal movements. Accurate indexes of sea­
sonal variation are not available for all the series.· Jl4oreover. 
it is known that in important industries the customary 
seasonal pattern has been modified in recent years. For this 
reason. and because the cyclical changes here in question 
are of much greater magnitude than the seasonal. it seems 
advisable to utilize the uncorrected records. Accurate adjust­
ment for seasonal swings would modify the picture in detail 
but not in fundamental respects. 

We may enhance the value of this survey -by utilizing two 
different sets of figures for the most recent recovery. The 
early spurt of 1933 brought an increase in volume of output 
well in excess of 37 per cent. The closest possible approach 
to that figure is provided by the period from February­
March 1933 to May-June 1933. during whim the volume 
of manufacturing production increased 39 per cent. The 
changes of this phase may be compared with those of the p~ 
riod February-March 1933 to December 1934-January 1935. 
as well as with those of the recoveries that began in 1921. in 
1924. and in 1927. The period o( the first rise. in t933. is 
short. and therefore the changes must not be looked upon 
as resulting from a major technical revolution. They are 
significant. however. as regards the actual operating condi-
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tions of industry, and the relation of currendy-expended 
effort to current ouday and current returns. 

As in the preceding section we shaH deal with certain 
major series and constituent elements of each series.The 
measurements appear in Table 43. The basic series are pre· 
sented graphically and the dates to which the entries in Table 
43 relate are indicated in Figure 13, in order that the nature 

FIGURE 15 

MOVEMENTS OF SELECTED SERIES RELATING TO AMERICAN 
MANUFACTURING INDUSTRIES. 1920-1936 

1920 1921 1922 1923 1924 1925 1926 1927 1928 1929 1930 1931 1932 1933 1934 1935 1936 

Ratio scale 
• Asterisks mark the lermlnai clales of the live pedads of recovery analyzed 
in the text. 
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of the measurements to be compared may be clear. Data are 
picked from their setting for the purpose of the quantitative 
comparison, and it is proper that the reader see what this 
setting is in each instance. 

It is obvious that although the periods of business expan­
sion here compared cover equal degrees of recovery, when 
physical output of manufactured goods is the yardstick of 
recovery, they do not cover equal proportionate parts of busi­
ness cycles. Phases of revival and expansion vary in amplitude 
and duration, as do business cycles themselves. In studying 
certain technical aspects of business cycles it is desirable to 
isolate identical cyclical segments. But interest attaches, also, 
to the comparison of cyclical movements accompanying given 
degrees of increase in volume of production.'· 

The items in Table 43, for different periods of recovery, 
may be compared in detail by the reader. Certain general 
conclusions based upon the above evidence, and other data, 
are given in the final section of this chapter. At this point 
we may be content with a brief summary of the main points 
revealed by that table. 

In respect of the attributes here studied the sharp initial 
recovery of 1933 appears to have conformed to the pattern 
of earlier revivals, a pattern that is strikingly repeated in the 
first four of the five periods covered. But the measurements 

so R.eference has been made to the exceptional severity of the recession of 
192H3. and to the fact that the relative changes of recovery are affected 
by the severity of the earlier decline. It is to be expected that recoveries, 
following recessions of varying magnitudes. will differ, in some respects. 
But we do not know how the pattern of recovery is affected by the preceding 
recession. The reader will bear in mind the differing magnitUdes of the 
recessions preceding the phases of expansion to which the measurements in 
Table 43 relate. It will be useful to recall that the volume of manufacturing 
production declined approximately 2, per cent prior to the 1911 recovery, 
26 per Clent prior to the 1924 J"eCX)very. and .13 per cent prior to the 1927 
recovery. as compared with a drop of about 50 per cent from 1929 to 1955. 
The price drop of 1920 .... :11 exceeded that of 192H5. 
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CHANGES IN MANUFACTURING OPERATIONS DURING FIVE PERIODS OF BUSINESS EXPANSION 
en 

APPROXIMATELY EQUAL IN DEGREE OF RECOVERY 

Percentage ~hange from ." 
?" 

June-July 
.... 

Dec.L92I- Nov_Dec. Feb-March Feb-March n 
Jan. 1922 to L924 to L927 to '9ll to 1933 to &l S.pt....oct. F.b-Morch. Apri/..Moy May-June D,c"9l4-

zgu '9'J '9'9 '5Ill Jon. '935 .... 
Gross income and ill elements Z 

I. Gross income +42 +46 +31 +46 +69 ?" 
I'" 2. Production (Ph)'Jical volume) +53 +36 +31 +391 +57 n 

s. Selling price of products (average) +7 +7 0 +6 +13 I'" en en ..... 
Employment and ill elementl 0 

4. Total employment (man houn) +19 +14 +13 + .. +1, Z 
5. Wage earnen employed +16 +7 +9 +8 +31 > 
6. Working houn per penon (average weekly) +3 +7 +4 +11 --4 Z 

t:I 
Production and ita elementl ?" 

I. Production +33 +36 +31 +39 1 +37 I'" 
5. Wage eamen employed +16 +7 +9 +8 +31 n 

0 
7. Output per wage earner (average) +15 +17 +10 +19 +5 ;i 4. Total employment (man houn) +19 +'4 +'3 + .. +15 

~ 8. Output per man hour (average) +12 +19 +16 +15 +ll 



Wage disbursements and elemenu 
9. Wage disbunementJ +24 +'4 +'4 +.6 +65 

5- Wage earn... employed +.6 +7 +9 +8 +8' 
10. Earnings per wage earner (average) +7 +7 +5 +7 +16 

~ c: 

4- Employment (mao houn) +'9 +'4 +'5 +0. +28 
ll_ Hourly wages (average) +4 0 +. -4 +54 
I. Production +88 +86 +5' +89' +87 

11_ Labor mit per unit (avenge) --'I -.6 -'8 -17 +20 )! 
1 The index of manufacturing production of the Board of Covemon of the Federal Reserve System shows an in· n 
aease of 48 per cent from February-March 1988 to May-June 19S8. Correcting for bias due to the heavy weight ~ 
given to semi-finished goods in thil index. we .ecure the figure of 89 per cent given in the Isbl .. For a general ~ 
note on this procedure .ee Appendix VIn-A. ~ 

I 
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of net change from early 1933 to early 1935 depart apprecia­
bly from the customary pattern of business revival. The notes 
that follow relate to the net movements of the period from 
February-March 1933 to December 1934-January 1935. 

This period brought a greater increase in gross income than 
did equal degrees of recovery, in physical terms, in earlier re­
vivals. A much more rapid rise in per unit selling prices ac· 
counted for the greater increase in gross income. 

The number employed increased much more rapidly. Average 
hours worked per person decreased; earlier recoveries were 
marked by increases in average hours worked. 

Output per worker advanced only-slightly. Substantial in· 
creases had marked earlier recoveries. The recent increase in 
volume of production was effected primarily through the employ­
ment of more workers. 

The net gain in output per man hour compares favorably with 
earlier advances. (The gain in the recent period was effected, it 
has been noted, during the. first four months of recovery.) 

Total wage disbursements, earnings per wage earner and num­
ber employed increased much more rapidly than in earlier re­
vivals. 

Earnings per hour increased much more rapidly than in earlier 
periods of revival. 

The total wage bill of manufacturing industries and average 
labor cost per unit of goods produced increased much more 
rapidly than in earlier revivals. 

It is desirable that we supplement these comparative mea­
surements with others in which some account is taken of 
changes in the standard of value. A rise of 20 per cent in 
the average selling prices of manufactured goods will have 
one meaning when the general level of prices remains con­
stant, a quite different meaning when the general price level 
falls 20 per·cent. So, also, a given gain in aggregate pay rolls 
will have one meaning when living costs remain constant, 



TABLE 44 
CHANGES IN MANUFACTURING OPERATIONS DURING FIVE PERIODS OF BUSINESS EXPANSION 

APPROXIMATELY EQUAL IN DEGREE OF RECOVERY 
VALUE AND PRICE SERW CoJUlECTED POR CHANGp IN THE VALUE or MONEY 

Plf'Centagtl ~hang, from 

Dec.I9u -
Jan. I922 to 

Sept_Oct. 
:1922 

Grms income and its elements 
1. Gross income 1 +S-

I. Production (Physical volume) +S8 
3. Selling price of product (average) 1 -. 

Wage disbunements and elements 
ga. Wage disbunements , +'7 5. Wage eamen employed +.6 

10. Earnings per wage earner (average) I +9 
4. Total employment (man houl'l) +'9 

11. Hourly wages (average) I +7 
gb. Wage disbursements 1 +'5 

I. Production +88 

lunll-lu/, 
:19'4 to 

Feb--March 
:19'5 

+8S 
+S6 
-II 

+ .. 
+7 
+5 

+'4 
-0 

+5 
+86 

Nov-Dec. 
:1927 to 

April-May 
1929 

+S-
+S' 
+. 

+.8 
+9 
+8 

+'S 
+4 

+'5 
+8' 

F,b-March 
r9JJ to 

May-June 
r9JJ 

+85 
+89 
-8 

Febr-March 
r9JJ 10 

Dec.r9Jf­
lan.r9JJ 

+46 
+8 +8' 
+6 +" .... 

+.. +-8 Z 

+7 +_6 ::; 
+S9 +87 
-5 +'9 ~§ 

~. Labor CO!lt per unit (average) 1 -14 -I, -11 -IS -8 tzj 

• For the three earlier periods the index of selling price. of manufactured goods i. that of the U. S. Bureau of en 
Labor Statistics. The all mmmodities index: of wholesale prices of that Bureau was used in deRating all series into 
which these prices enter. For the last two periods the index of selling prices of manufactured goods is that of the 
National Bureau of Economic Research. The National Bureau's general index of wholesale prices was used in de-
Oating the series into which the prices of manufactured goods enter.' . 

"" 2 The index of the cost of living of industrial workers constructed by the National Indwtrial Conference Board was ()O 
10 wed throughout as a deflator. 
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and a different meaning when living costs are rising rapidly. 
No single instrument. suitable for correcting all our value 
series for changes in the value of money. is available. How· 
ever. by using a general index of wholesale prices in deflating 
certain series and an index of living costs among industrial 
wage earners for other series. we may approximate the mea· 
surements we desire (Table 44). 

It is apparent from a comparison of Table 44 with Table 
43 that certain distinctive features of the recovery of 1933-
35 have been due entirely to the more rapid rise of 
general prices. The apparent advantage of the more recent 
recovery in respect of per unit gain iIi the selling prices 
of manufactured goods is removed. when account is taken 
of changing monetary values." So. also. the gain in .the gross 
income of manufacturing industries. which was higher for 
the recent period than for any of the earlier periods. when 
current dollars were the standard of value. becomes the low· 
est of th~ figures compared w/len correction is made for 
changing monetary values. 

Recent advances in wage disbursements and in the rewards 
of labor remain substantially above similar gains during 
earlier periods of recovery. after full account is taken of 
changing living costs. The total purchasing power of manu· 
facturing labor increased 46 per cent between the low point 
of early 1933 and the beginning of 1935. The nearest ap­
proach to this figure came in the 19u-u recovery. when 
pay rolls. corrected for changes in the cost of living. ad· 

11 The 6 per cent loss in per unit worth of manufactured goods between 
February-March 19~5 and December 19M-January 19S5 is to be interpreted 
with reference to the base from which 'he change is measured. At the low 

.poiflt of early 19!U1 manufactured goods enjoyed a much greater relative ad· 
vantage than in any of the three preceding depressions. Reduction of this 
adwntage was the more imperative. therefore, with reference to the conditions 
of general recovery. 
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vanced 27 per cent. Comparison of the entries for the last 
two periods shows that the major part of the recent gain of 
46 per cent came after mid-summer, 1933. Reference to the 
measurements relating to average real hourly wages shows 
that the novel factor in this gain was a sharp increase in real 
hourly rates of pay (i.e., money rates corrected for living 
costs). The rise of 19 per cent in these rates, from 1933 to 
1935, stands in notable contrast to the narrower movements 
of earlier revivals. 

If we may measure changes in the purchasing power of 
the manufacturer's dollar with reference to changes in the 
general level of wholesale prices, and deflate total pay rolls 
accordingly, we have the corrected wage disbursement fig­
ures given as item (9b) of Table 44. In dollars of constant 
purchasing power at wholesale the wage bill of manufactur­
ing industries shows an advance of 26 per cent over the 
period of recovery in 1933-35. This is distinctly higher than 
the advances during earlier revivals marked by roughly equal 
increases in the volume of manufacturing production. The 
explanation is found in the measurements of changing labor 
costs, per uni.t of product. In terms of the same constant 
dollars, these costs dropped 8 per cent from 1933 to 1935, as 
compared with drops of frqm 12 to 23 per cent in earlier 
recoveries. 

Perhaps the most significant comparisons to be made, 
among the measurements in Tables 43 and 44, are those re­
lating to the changes from February-March. 1933 to May­
June 1933 and from February-March 1933 to December 
1934-January 1935. The actual degrees of recovery were 
nearly the same; the bases from which changes are measured 
are identical. It is reasonable to assume that the differences 
between the two sets of measurements are due to new factors 
introduced into the operations of manufacturing industries 
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after June 1933. The most important of these new factors 
were those connected with the industrial codes. 

SUMMARY: INDUSTRIAL PRODUCTIVITY. MANUFACfURlNG 

MARGINS AND SELUNG PRICES 

The bottom of the depression found production and em­
ployment in manufacturing industries unprecedentedly low. 
The problems of readjustment brought by the general de­
cline of prices during the preceding four years were acute 
in these industries. Various factors impeded rapid adaptation 
to a new set of operating conditions. Heavy investment in 
capital equipment at a price level mum higlier than that 
prevailing after the recession was one of the most important. 
At the low point of the depression overhead costs. labor 
costs and selling prices were relatively high in manufactur­
ing industries. The purchasing power of all those drawing 
incomes from these industries had been materially reduced. 
Material costs. however. were low. and productivity had in­
creased during the four years of recession. If recovery in 
volume could be effected. prompt improvement in other 
respects could be expected. But this recovery in volume was 
in part conditional upon correction of certain of the adverse 
price relations that had developed during the recession. In 
particular. a substantial advance in raw material prices. rela­
tively to the prices of manufactured goods. would provide 
a stimulus to the buying power of primary producers and 
would help to restore the volume of intergroup trade. 

The first part of this survey dealt with the relative manges 
of prices among raw materials and manufactured goods dur­
ing recovery. Material reduction of the wide margin separat­
ing the prices of these two groups of commodities took place 
during the first five months of recovery. There were some 
variations in the degree of mange occurring among different 
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classes of raw and of processed goods, but with one minor 
exception the moves towards pre-recession and pre-War 
trading relations were considerable. During the ten months 
that followed this correctional movement was checked and, 
except among mineral products, was rather sharply reversed. 
The summer months of 1934, which were marked by par­
ticularly adverse conditions in farming areas, brought a rer 
sumption of the moveinent towards earlier price relations. 
For raw producers' goods as a class a considerable net gain 
had been effected by the early summer of 1936, but the dif­
ferential price advantage of manufactured goods remained 
substantial by standards of 1929, and even greater by 1913 
standards. 

Materials of another sort were utilized in tracing a variety 
of movements affecting the internal operating conditions of 
manufacturing industries during the most recent recovery 
and earlier phases of revival. It was found that the advance 
of the pre-code period, from February-March 1933 to June­
July 1933, definitely followed the pattern of earlier periods. 
Prinlary emphasis was on production as a .means of expand­
ing income, profits and the returns of labor. Production 
advanced more rapidly than selling prices. Production ad­
vanced more rapidly than the number of persons employed, 
and productivity per worker increased_ Production advanced 
more rapidly than number of man hours worked, and output 
per man hour increased. Production advanced more rapidly 
than wage disbursements, and labor cost per unit of product 
declined. Expanding production was a major factor in ad­
vancing gross income. 

With respect to the purchasing power of labor, expanding 
production again played a dominant part. L3.bor costs per 
unit of output declined, with rising volume augmenting the 
total wage bill. Time rates for labot held practically constant, 
during revival; increasing man hours of employment oper-
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ated as the active factor in the expansion of aggregate re­
turns. Total employment (man hours) rose more rapidly 
than the number of persons employed; hours of employment 
per person increased. 

Rapidly increasing production and more slowly rising 
prices contributed to a sharp advance in gross income. This 
meant, although present records do not bear on this point, 
immediate increases in profits, in the aggregate. 

These were the conditions accompanying a revival of the 
traditional type. There is, of course, no reason to accept the 
pattern of earlier revivals as a crit~rion to which recovery 
from the depression of 1931-33 should necessarily have con­
formed. This was a graver depression than those we had 
known before; it differed in character as well as in degree 
from similar periods of economic stagnation in the past. 
Moreover, the periods of activity that were launched by 
these earlier revivals were marked by important economic 
as well as social defects. There is nothing sacred about the 
standard defined by these precedents. Yet, in default of other 
standards, we must get from them such information as we 
may concerning the operating conditions of this little-under­
stood industrial machine of ours. 

The recovery of 1933-36 is differentiated from earlier re­
vivals by a reversal of the traditiona~ pattern that may be 
dated, it appears, from the general adoption of industrial 
codes that began in mid-summer, 1933. Of course, it is not 
fair to conclude that the codes alone accounted for all the 
reversals we have noted. Many circumstances affected the 
economic changes of these disturbed months. But it is a just 
assumption that the new industrial environment created by 
the codes had an immediate effect upon the internal opera­
ting conditions defined by the various ratios presented in 
earlier sections. This assumption is strengthened by the 
fact that certain of the dominant tendencies of the pre-code 
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period were again manifest in industrial operations after the 
termination of the codes. 

The outstanding feature of the period of operation under 
the codes lies in the apparent reduction of emphasis on pro­
duction and industrial productivity as a means of swelling 
gross income and increasing the aggregate return of labor. 
Rising prices with a ptactically constant volume of produc­
tion marked this period. The productivity of manufacturing 
industries (as measured in output per man hour) showed a 
net gain of 1 per cent after twenty-two months of operation 
under the codes, as contrasted with an advance of 10 per 
cent during the preceding four months. Too much weight 
should not be placed ·upon this development, for the factors 
involved are complex, and the reasons for changes in pro­
ductivity are seldom clear. The sharp increase in productivity 
per mail hour during the pre-NRA spurt probably repre­
sented almost a full realization of the potential advantages 
existing at the low point of the depression. A subsequent 
check does not provide definite evidence of technical or 
organizational weakness, or of human inefficiency. It is fair 
to conclude, however, that the new conditions existing after 
mid-summer 1933 did not provide a stimulus to enhanced 
industrial efficiency. 

An increase in the aggregate purchasing power of labor 
was one of the objectives of the recovery progranJ, and sum 
an increase was very definitely won. Over some twenty-two 
months, while the physical volume of manufacturing produc­
tion was increasing 37 per cent, aggregate wage disburse­
ments by manufacturing industries increased 65 per cent." 

.. These figula relate to changes between February-March 1955 and De<ember 
19M-January 19!,5- The pcn:eI1tage5 of increase in production and wage 
disbursements become S8 and 92, respectively. if the records are carried to 
February-March 1956. Since the ptaent figun!S an! gi_ for comparison 
with movements in earlier I'evhals. the shorter period is mvereci. 
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Equal production increases during the three preceding re­
vivals had brought advances of from 14 to 24 per cent in 
total wage disbursements. What is here notable is not the 
degree of increase, however. The fact that wage payments 
had dropped to excessively low levels in the winter of 1932-
33 would lead one to expect a sharper relative advance, with 
recovery. The distinctive features of the recent rise are found 
in the relations of wage disbursements to other movements 
of the recovery period. Labor costs 'per unit of output in­
creased materially; labor costs per unit of time expended 
rose sharply. In these respects the tatest_,advance departed 
most significantly from the traditional pattern of revival. 

Adjustment of these various measurements to take account 
of changes in the level of prices and in living costs alters 
the general picture somewhat. The rise in selling prices of 
manufactured goods in the recent recovery disappears when 
such adjustment is made. The increase in the aggregate 
purchasing power of manufacturing labor is less pronounced 
than the increase' in wages in terms of current dollars (the 
actual increase in purchasing power amounted to 46 per cent, 
however, to the beginning of 1935). Similarly, the perspec­
tive is changed and the apparent magnitude of some of the 
recent changes reduced when the changes occurring during 
the recovery of 1933-36 are measured against 1929 values, 
instead of 1933 values. But the characteristic features of the 
recovery of 1933-36 are clearly discernible, no matter what 
the standard of reference may be. An apparent check to the 
advance in industrial productivity after mid-summer 19311> 
maintenance of a shott working week and an exceptionally 
heavy use of men to maintain a given volume of physical 
output, a relatively sharp advance in the aggregate purchas­
ing power of labor and notable advances in labor costs per 
unit of time and per unit of product are distinctive of the 
recent recovery. 



MANUFACTURING INDUSTRIES 347 
High labor costs were, of course, a necessary accompani­

ment of a rapid increase in the time rate of wage payment 
(unaccompanied by an equal gain in productivity) and of a 
rise in total wage disbursements far exceeding the increase 
in physical volume of production. The price of an expansion 
in purchasing power, so achieved, was the exceptional rise 
in costs we have noted. 

Why did this notable rise in hourly wage rates, in aggre­
gate wage payments, and in labor costs per unit of product 
not lead to a much sharper rise in the selling prices of manu­
factured goods than that actually recorded? The prices of 
manufactured goods .rose somewhat less rapidly than· the 
general price level between July 1933 and May 1935. (The 
price level of all commodities at wholesale rose 15 per cent, 
that of manufactured goods 12 per cent.) This fact is ap­
parently inconsistent with the advancing costs we have 
noted.'· The answer, I think, is that the price advantage 

21 If we take account of the relative movements of the prices of raw and 
processed goods over the entire period from February 1933 to the spring of 
19S6 definite reductions of the disparities developing during the recession are 
to be observed. Yet we misread the changes of this period if we fail to note 
the actual murse and timing of these readjustments. 

Correction of the disparities existing in February 1935 called for a rise in 
raw material prices. relatively to the prices of manufactured goods. Between 
February-March 1953 and June-July 19!UI raw materials rose 22 per cent in 
price. manufactured goods 9 per cent. This was the pre·code period~ During 
the ten succeeding months. from June-July 1935 to April-May 1954. 'the 
prices of raw materials rose 8 per cent, the prices of manufactured goods 
10 per cent. The earlier ameliorative movements were definitely reversed, 
during this period of operation under the codes. A new correctional move­
ment took place during the summer of 1934. a movement dearly attributable 
to the influence of the drought on the prices of farm products. From April_ 
May to August-September 1954 the prices of raw materials rose 10 per cent, 
the prices of manufactured goods 2 per eent. Thereafter, through the spring 
of 1936. there was no appreciable change i~ the relations between the prices 
of these two groups of commodities. 

There was. thus, definite improvement in the relative position of raw 
materials during the period prior to code enforcement, and during the sum-
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already enjoyed by manufactured goods as a result of less 
severe liquidation during the recession, provided a margin 
out of which these rising costs could be met without a great 
additional price rise. The prices of manufactured goods were 
already high, relatively, and this price advantage, which 
tended to be nominal rather than real when volume of sales 
was low, became substantial with an increasing volume of 
business. The new costs, then, served not so much to advance 
the selling prices of manufactured -goods as to impede a 
downward adjustment of the real prices of manufactured 
goods, an adjustment imperatively qecessary if the founda­
tions of a lasting recovery were to be laid.· During the forty­
three months of recession from July 1929 to February 1933 
the prices of raw materials fell 49 per cent; the prices of 

mer drought in 19M. When the movements of these two periods are rcmoved_ 
we find price changes working against the downward readjustment of the 
real per unit value of manufactured goods. 
• DIRECTOR'S COMMENT: Other and equally important causes of the failure of 
these real prices to fall were: the power to sustain prices and restrict output 
exerted by industry through NRA codes and non-legal monopolistic devices: 
the relatively large proportion of overhead in manufacturing costs in heavily 
mechanized industries: the accounting habits which tend to recover all exist­
ing overhead even on small volume. thus increasing unit overhead costs; the 
resistance that large industries are able to offer to capital reorganization or 
bankruptcy. It cannot be assumed. that lower prices would not have been 
compatible with the existing wage rates if less efficient (X)mpetitors had been 
eliminated. if prices had been forced down either by (X)mpetition or regula­
tion. and larger volume of production had resulted.-George Soule 
DUtECTOR'S NOTE: I feel compelled to note my disagreement with much of the 
above comment and with its implications. I do not wish to carry the dis­
cussion too far away from Professor Mills', here and therefore observe only: 
(I) That in practice. according to my observation-and I should suppose 

. in theory-price reductions are more readily (X)nceded in times of small 
demand where a large part of OO5ts is indirect and must be met whether 
or -n.ot sales are made than where the OO5t is more largely a direct OO5t that 
need not be incurred unless it is worthwhile to do so: and (I) That I think 
the comment overrates the effects of Ibe assumed accounting habit.-George 
o. May 
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manufactured goods fell 31 per cent. The gain in the real 
value, that is, in the average per unit purchasing power, of 
manufactu~ed goods during this period was 11 per cent. In 
default of a permanent shift in intergroup relations, correc­
tion of this condition was essential to the restoration of 
trade in anything approaching normal volume. Some degree 
of correction was effected during the period of recovery we 
have reviewed, but a disparity still existed in 1936. It was 
this differential advantage existing at the low point of reces­
sion,., an advantage that became substantial with an expand­
ing volume of production, that made possible the payment 
of higher labor costs and even made it possible for profits 
to expand, without an exceptional rise in th~ selling prices 
of manufactured goods. But the persistence of the margin 
that made it possible to meet higher labor costs and to make 
profits, even though volume of output remained low by 
normal standards, retarded full expansion of sales and of 
output and the restoration of employment in customary 
volume. And in so doing it worked to prevent the restoration 
of a normal volume of ~wage disbursements. 

In following the notable increases in wage disbursements 
and in'labor costs during the recovery of 1933-36 we should 
not overlook the severity of the preceding declines. If labor 
costs be measured in the dollars the manufacturer receives 

, for his products (i.e., if labor costs be deflated by an index 
of the selling prices, at wholesale, of manufactured goods) 
we find that in February-March 1936 these costs stood only 
some 6 per cent above the level of June-July 1929. In the 
same units, the average selling price of manufactured goods 
was 4 per cent higher. If labor costs in manufacturing in­
dustries were high in 1936, they were high to the extent that 

" The potential advantage resulting from price relations was rendered much 
greater by a oonsiderable increase in output per man hour during the 
receaion. 
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the prices of manufactured goods as a class were high. With 
respect to the relation of labor cost to the selling prices of 
manufactured goods, the sharp advance of the period of 
recovery had done little more than correct for the severe 
recession that preceded. For labor costs per unit of product 
had fallen 29 per cent, from June-July 1929 to February­
March 1933; the selling prices of manufactured goods had 
fallen 31 per cent. This means that, with only a minor dif­
ference, the aggregate wage bill showed a net decline equal 
to that occurring in the gross income of manufacturing in· 
dustries. Wage liquidation paralleled the. general drop in 
gross income, during these four years of recession. In this 
respect, the recession of 1929-33 stands alone, among recent 
cyclical declines. For, traditionally, the decline in wage 
disbursements lags behind the drop in the gross income of 
manufacturing industries, and labor finds itself, at the bot-

. tom of the depression, getting a larger share of the aggregate 
receipts. This was not true of the 1933 situation." 

Of course, the difference between time rates of pay and 
labor costs per unit of product is to be distinguished, in this 
analysis. If time rates of pay remain constant when industrial 
productivity is increasing, labor as a producer gets none of the 
rewards of higher productivity. (As a consumer, of course, 
manufacturing labor would gain, if the higher productivity 

:Iii The comprehensive biennial records available in Census compilations 
throw light on these changes. during the 1929-.55 recession. In 1929 total 
wage disbursements constituted 16.5 per cent of the gross income of manu· 
facturing industries. By 1931 this percentage had increased to 17-4. This 
change is in accord with past experience. By 19!!. however, the percentage 
had dropped again to 16.8. Liquidation of wages lagged behind the general 
process of liquidation during the first two years of recession. but thereafter 
the reduction of wages was speeded up. By 19S3 wage payments constituted 
only a slightly larger fractional part of the grn!S income of manufacturing 
industries than in 1929. 
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were reflected in lower selling prices.) If labor costs per unit 
of goods produced remairi constant when industrial produc­
tivity is increasing. manufacturing labor. as a producer. gets 
rewards of higher productivity in the form of higher pay. 
If the real selling prices of manufactured goods fail to fall. 
at such a time. the benefits of the increased productivity are 
not being passed on to consumers generally. (Agents of pro­
duction other than labor are almost certain. of course. to 
gain. also.) 

If we compare February-March 1936 with June-)uly 
'929. we find a notable increase in productivity (probably 
exceeding 25 per cent per man hour). real labor costs per 
unit of product somewhat higher than in 1929. substantially 
higher real rates of pay. per hour of work done. and an 
actual advance in the real prices at which manufactured 
goods exchange for other goods. In place of the reduction 
of real production costs and real selling prices that was to 

be expected in manufacturing industries. in view of the 
substantial increase in industrial productivity between June 
1929 and March 1936. those costs and prices had advanced. 
At a time when the strongest considerations relating to gen­
eral recovery called for lower selling price~. these prices were 
maintained at levels above those prevailing for commodities 
in general. 

There is some analogy between the situation prevailing in 
manufacturing industries from '933 to 1936 and that which 
prevailed from '924: to 1929." From '922 to 1929 profits and 
overhead charges were maintained at high levels. and the sell­
ing prices of manufactured goods failed to decline. to a 
degree commensurate with the increase in industrial produc­
tivity and the fall in labor costs during that period. This 

2. See Economic Tmdenria in the United Sttllell Ch. VIll. 
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situation tended to reduce marketings and so contributed 
to tbe unstable situation existing in 1929. The rise in time 
rates of pay and in total wage payments in 1933-36. and tbe 
failure of overhead and fabricational costs to reflect tbe great 
gain in productivity tbat had occurred since 1929. helped 
to perpetuate relatively high prices for manufactured goods. 
(The fabricational costs whicb tbus remained high were 
not restricted to labor costs. The fact tbat labor costs did 
no more than paral1el changes in sel1ing prices. when mate­
rial costs were relatively low. indicates tbat otber fabrica­
·tional charges. such as overhead costs. remained on tbe same 
high level as labor costs.) The advance iii tbe prices of these 
goods. at a time when such goods were already over-valued. 
retarded a needed expansion in tbe volume of sales. During 
tbe decade of tbe 'twenties a high manufacturing differential 
(profits are here included with tbe differential) was a factor 
in preventing the maintenance of a large volume of pro­
duction and sales. From 1933 to 1936 a high manufacturing 
differential was a factor in preventing tbe restoration of a 
large volume of production and sales. 

We are far from knowing all tbe conditions essential to the 
steady and efficient operation of a modem industrial econ­
omy. But experience during tbe last ten years seems to justify 
one general conclusion. The immediate passing on to con­
sumers of a major part of the benefit of increasing industrial 
productivity. in the form of lower prices. contributes directly 
to tbe maintenance of industrial operations oit a high level 
and to tbe raising of the standard of living of tbe people at 
large. Action designed to procure for special groups tbe 
advantages of increasing industrial productivity. or action 
tending to decrease industrial productivity and advance 
costs. runs tbe grave danger of defeating its own purpose. 
tbrough setting barriers to the maintenance (or tbe restora-
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tion) of the volume of production and employment that is 
essential to the general welfare." 

IT The section of this chapter that deals with the operations of manufactur· 
ing industries during recovery. and tI1e main pans of the summary. were 
published as Bulletin 56 of the National Bureau of Economic llesearc:h on 
May 10, 1955. 



CHAPTEll VII 

CAPITAL EQUIPMENT AND CONSTRUCTION IN 

RECOVERY 

THE economic agents with whose price problems we deal 
in this and the following chapter are related to the processes 
of trade in ways quite different from those affecting the 
operations of primary producers and agents of fabrication. 
Primary producers enter into the II)ain stream of trade as 
sellers, essentially. Their operations as sellers are sharply 
focused and specialized, while their buying operations are 
diversified and scattered. Fabricators are both buyers and 
sellers in relation to the main currents of commerce. It is in 
relative rather than in absolute prices that they are inter· 
ested, in differentials between the prices of materials and 
of manufactured goods. Business considerations relating to 
current market conditions dictate both buying and selling 
operations. At the terminus of the stream of trade, where 
finished goods emerge, stand two groups whose interest is 
that of buyers: ultimate consumers' and purchasers of capi· 
tal equipment. Both groups are buyers of finished goods, and 
by both the goods purchased are put to their final use with­
out further change of hands.' 

I Primary producers and manufacturen are important purchasers of capital 
equipment. The distinction in the text is between primary producers and 
manufacturers as operators of the existing productive machinery and the 
same kroups (Plus others) entering the capital goods market as buyers of 
new productive machinery. using their own or borrowed funds. The dis­
tinction between the two functions is useful. because of the difference in 
motives and market behavior. 

In buying capital equipment a manufacturer is. of course, concerned with 

354 
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PROBLEMS OF RECOVERY IN CAPITAL GOODS INDUSTRIES 

The present chapter deals with recent changes in the 
prices of goods destined for use in capital equipment, and 
with construction costs. Unfortunately, we do not have com­
prehensive records of price changes among finished articles 
of capital equipment. Price quotations are available for 
some finished goods of this type (e.g., steel rails, motor trucks), 
but many of the 'articles of capital equipment, processed' 
here included are far removed from the machinery 'and 
other equipment in which they will perform their final func­
tions. However, quotations on such processed goods'intended 
for use in capital equipment furnish the best available iIi­
formation concerning price changes among articles of fin­
ished equipment. We employ these quotations as approxi­
mations to the desired measurements, supplementing them, 
where possible, with prices on finished goods proper. 

SOME CONDmONS IN THE MARKETS FOR CAPITAL GOODS 

In dealing with goods that are to be used as instruments 
of further production we are concerned, of course, with one 
variety of producers' goods. Demand for capital goods, like 
that for all producers' goods, is a derived demand, derived 
from the demand for the final consumers' goods in the pro­
duction of which the capital equipment will serve an in­
strumental role. Such derived demand (especially where 
durable goods are involved and where stocks may be accu­
mulated) is variable, subject to wider fluctuations than is the 
demand for ultimate consume~' goods. This variability 

the relation between the price he pays ~"r .the eqUipment and the prices 
at which goods to be manufactured will be sold. But the connectlon IS much 
more remote than that between the prices of materials and prices of goods 
made from them. 



356 PRICES IN RECESSION AND RECOVERY 

characterizes the demand for capital equipment in even 
greater degree than for other producers' goods. But the de­
mand for capital equipment possesses other important and 
distinctive qualities which help to explain the recent price 
history of these goods. 

One of the most important of these qualities has to do 
with the market attitudes of the buyer of capital equipment. 
The business buyer of materials intended for fabrication and 
sale must continually consider the current prices of the 
finished or semi·finished goods he intends to produce. His 
current manufacturing differential_ mus~ be maintained or 
his operating profits are reduced. This is not a deferred or 
problematical loss. The payment of too high a price for 
materials will cause an immediate and. ordinarily, a defi­
nitely predictable loss. Consequently, the buying of materials 
for fabrication is inevitably subject to constant pressure and 
to the keenest discrimination that business judgment can 
exercise. For an operating loss under ordinary conditions 
provides obvious and easily interpreted evidence of man­
agerial incompetence. Business acumen and the full force 
of manufacturers' bargaining power are continually bearing 
on the prices of materials of fabrication. The situation is 
different, in respect of capital goods. (Highly competitive 
conditions of supply may exist, of course, but we are here 
concerned with the attitudes and practices of buyers.) The 
reason is found partly in the character and source of the 
funds used for the purchase of capital equipment, partly in 
the way in which capital costs enter into business and ac­
counting practices. 

Purchases out of capital funds, particularly in a period of 
prosperity, are not always subject to the scrutiny and careful 
balancing of relative values that mark the purchase of goods 
used in the ordinary course of production. The occasional 
nature of capital expenditures, as against the continuity of 
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purchase characterizing goods entering into fabrication. is a 
factor tending to lessen the effectiveness of the buyer's bar­
gaining. Lack of standardization and the presence of pat­
ented features may restrict competition in the markets for 
certain types of capital goods. Again. unless business man­
agement is exceptionally alert and conscientious. wasteful 
practices are likely to creep into the expenditure of surplus 
funds, perhaps painlessly accumulated in prosperous years. 
or of capital funds acquired in other ways.> The checks to 
inefficient spending usually affecting the disbursement of 
current business receipts are likely to be absent under these 
circumstances. Waste and error are less immediately obvious. 
Of course, this relaxation of vigilance may not occur among 
the most carefully managed enterprises. but these concerns 
by no means monopolize the business field. There was prob· 
ably some wasteful expenditure of business surpluses during 
the expansion preceding the 1929 recession. 

Equally important. in reducing buying discrimination in 
the markets for capital goods. is the circumstance that capital 
expenditures affect production costs only- indirectly. and 
with a time lag. High capital charges may create very real 
business difficulties. but the difficulties are removed in time 
from the initial act of spending capital funds for physical 
goods. There is not the immediate check to faulty spending 
that current manufacturing and selling operations provide, 
when operating costs are in question. One reason for this is 
found in the role played by the rate of interest. in determin­
ing the annual charges against the investment. A cost sub· 
stantially higher than one which had been considered proper 
might be accepted with equanimity. if the rate at which 
capital were obtained could be cut somewhat. Indeed. since 

2: Tax. systems. or methods of rate l'egulation-- if the enterprise be a public 
utility. may provide an actual stimulus to investment of swplus. with costs 
,till further subordinated to other considerations. 
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the rewards of bargaining or of careful timing may be greater 
in respect of the interest rate to be paid than in respect of 
the factors entering into the market price of new capital 
equipment, more attention may be given to the former. 

The durability of capital equipment is another element 
affecting market conditions. This durability puts owners and 
users of capital equipment in position to withdraw from the 
market, to defer purchases, a fact of great significance in 
trade fluctuations. The high elasticity of demand for articles 
of capital equipment (and for durable consumers' goods 
which are in some ways closely related. to capital goods) is 
one manifestation of this ability to'defef current purchases. 

For these various reasons we would expeCt the market 
relations of capital goods to differ from those of other pro­
ducers' goods and of consumers' goods. During periods of 
sharp demand, in particular, less efficient buying is perhaps 
to be expected, with a consequent enhancement of the mar­
ket strength of sellers of capital goods. The tendency in this 
direction is strengthened by conditions on the supply side. 
Unlike the raw materials of manutacture, many of which 
are produced under highly competitive conditions by many 
individual units, articles of capital equipment are turned 
out, in the main, by relatively few large enterprises, exer· 
cising far greater control over supply. This circumstance 
intensifies those previously cited in tending to strengthen 
sellers and weaken buyers, in their usual market operations. 

CAPITAL GOODS INDUSTRIES IN PERIODS OF REVIVAL; 

PROBLEMS OF RECOVERY, 1933-1936 

The highly variable nature of the demand for capital 
goods, together with the technical conditions prevailing in 
most capital goods industries, causes wide fluctuations in 
their production. Feverish activity in periods of expansion 
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and sharp curtailment of activity in times of recession mark 
the cyclical behavior of capital goods industries. The up­
ward movements of general business recovery and the reac­
tions of recession have been accentuated, often dominated, 
by these changes. 

Many factors determine the degree of activity of capital 
goods industries at any time. Outstanding are the, opinions 
of business men concerning the need for new capital equip­
ment, the cost and availability of investment funds, and Rrice 
relations affecting the cost of capital goods. The state of 
business opinion as to the need for new equipment (which 
is in pan determined by price conditions and interest rates) 
is the active element in the situation. Without a satisfactory 
outlook in this respect renewed activity after a depression is 
not likely to develop. 

Business opinion on the need of new equipment is shaped 
by prevailing expectations concerning the volume of pro­
duction and trade, and by the adequacy of existing equip­
ment. Opinion at any time is far from uniform, in these 
respects. Quite apart from differences in -different trades 
there are great differences among business men in astuteness, 
foresight and willingness to gamble on the future. One busi­
ness man may expand his plant in the darkest days of de­
pression, against the expectation of a consumer demand that 
is perhaps barely in evidence. Others will defer expansiOli 
until prosperity is nearing its zenith. So, also, there are wide 
differences among business leaders in their appraisals of the 
adequacy of existing equipment. The shrewd planner may 
see possibilities of efficiency in a new device that will lead 
him to scrap machinery still thoroughly adequate, by con­
ventional standards, while less daring managers will use old 
equipment until it is more obviously outmoded. The actions 
of far-sighted men in expanding and modernizing industrial 
plants during periods of generally stagnant business or at 
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very early stages of revival were a powerful factor in stimu­
lating recovery in the capital goods industries in pre-War 
business cycles. 

The role of interest rates and prices in the markets for 
capital goods has been suggested in the preceding pages. The 
possibility of securing long-term investment funds at low 
rates is aJ;l important facilitating element in the renewal of 
activity in capital goods industries. During depression cor­
porate surpluses are usually cut down, through the main­
tenance of dividend payments in excess of current income. 
Private saving continues, however, though in reduced vol­
ume, and investment funds accumulate. This accumulation. 
in the face of greatly lowered demand. brings low interest 
rates and helps to create conditions favorable to renewed 
activity in the production of capital goods. 

The degree to which the prices of capital goods have de­
clined. during recession. also bears upon the problem of 
recovery. In making a decision to replace or expand an exist­

. ing industrial plant account must be taken of the costs of 
labor and equipment, in relation to the prospective volume 
of production and the selling prices of the products. Tech­
nical and investment conditions might be highly favorable 
to expansion in the capital goods industries. but high prices, 
relatively to the post-recession level of general prices. might 
be a barrier to a revival of activity. We have said that the 
price factor may be subordinated to other considerations. in 
the minds of buyers of capital equipment. This is particu­
larly true of purchases made in periods of business pros­
perity. Buying in depression and the early stages of recovery 
involves a more careful weighing of costs. The price factor 
is likely to be given greater weight at such times. when busi­
ness men contemplate the purchase or construction of capi­
tal equipment. (The deciding consideration remains, of 
course, present and prospective demand for output.) Some 
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power of adaptation on the part of capital goods iildustries 
to changed conditions on the price side is an important 
condition of general business revival. 

All these circumstances and others peculiar to the existing 
situation bear upon the problem of recovery in capital goods 
industries after the severe recession of '92!r33. Our pri­
mary concern is with the cost and price aspects of this proJj­
lem, but other elements may not be ignored. We must here 
brie8y summarize certain conditions affecting the situation 
existing in '932-33. 

1. Behind the recession of '929 lay almost a decade of 
activity in capital construction at relatively high costs. Avail­
able quotations on processed goods intended for use in capi­
tal equipment stood, in the early 'twenties, some '5 per cent 
above the general average of wholesale prices, on a '9'3 
base; in the last half of the decade this differential had fallen 
to 7 per cent. The costs of construction materials and of new 
construction generally were notably high. These were the 
elements among capital goods chie8y responsible for swelling 
capital costs. (Prices actually realized by the makers of goods 
for use in capital equipment, other than construction mate­
rials, do not appear to have been materially higher than the 
general level of wholesale prices during the decade of the 
'twenties.) The recession brought reductions in the prices of 
capital equipment, but these declines were less than those 
affecting prices in general, and the differential advantage of 
capital equipment increased (see Chapters II and III). 

2. Construction of capital equipment had increased at a 
rapid rate during the years preceding the recession. In 1929 
the volume of capital equipment produced (including non­
residential construction and public works) was about 70 per 
cent greater than in '922. This may be compared with a rise 
of 31 per cent in the output of. total consumption goods, 
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including residential construction.' During this period of 
steady, not to say rapid, business expansion the production 
of capital equipment was adequate to meet all ,current re­
quirements, and exceeded them in some lines. We entered 
the depression with a considerable volume of I?roductive 
equipment, constructed at high costs in anticipation of rap­
idly increasing demand. The customary phenomenon of ex­
cess productive capacity during depression was accentuated 
as a result of this heavy pre-recession construction. This was 
true despite the sharp curtailment that the recession brought 
in the production of capital equipment and of durable goods 
in general. 

3. Reference haS already been made to the stimulation of 
the heavy industries through the accumulation of savings and 
the consequent reduction of long-term interest rates in the 
later stages of depression. The amount of, free funds avail­
able for investment after the recession of 1929-33 was af­
fected by several exceptional circumstances. (These were, of 
course, of varying importance at different stages of the de­
pression and the recovery.) The practical cessation of foreign 
lending tended to increase the funds available for domestic 
purposes. On the other hand, incomes were more drastically 
reduced than in previous depressions, and saving by indi­
viduals was curtailed. Corporate saving was cut sharply by 
the drop in profits, and corporate surpluses were drawn upon 
very generally to maintain di vidends. Borrowing on insur­
ance policies, the cancellation of existing policies and a check 
to the preceding rapid advance in new business of life insur­
ance companies reduced the amount of investment funds 
from this important source. The net effect of these changes 
was a substantial reduction in the fund of savings available 
for investment. 

Yet, in spite of a decline in new savings and some reduc-

• See Economic Tendencies in the United States, p. 180. 
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tion in accumulated capital, saving continued, even during 
the worst years of th. depression. The reservoir of investment 
funds available was never emptied. Working against the use 
of these funds, however, was the highly important factor of 
fear amonz prospective investors. Heavy losses through de­
faults tended to freeze the flow of new funds into active use. 
Revelations of questionable banking practices had the same 
effect. Doubts concerning the future of the monetary stand­
ard, and fears that loans would be repaid in depreciated 
currency, were a heavy depressant upon the activities of 
potential lenders. Finally, the desire to maintain a high. de­
gree of liquidity led financial institutions to oppose long­
term commitments. 

On the bOITowing side, also, conditions were adverse to a 
resumption of active investment. The protracted character 
of the depression and uncertainty as to the future checked 
new investment in industrial plants. Later, more rigorous 
restrictions upon the issue of securities were blamed by some 
for tardy recovery, but it is impossible to determine just how 
important these may have been. 

Other forces played upon the investment situation during 
the early months of recovery. In many industrial fields there 
had been important technological advances, of the kind that 
promote obsolescence and stimulate investment in new 
equipment. Depreciation had cut down somewhat the pre­
recession productive capacity of American industry. The 
investment situation was affected, too, by the diverse price 
movements of this period. It is with this phase of the general 
recovery that the present inquiry is direcdy concerned. 

PRICE AND CoST CHANGES IN CAPITAL GoODS INDUSTRIES 

The force of the revival that began in the spring of 1933 
was ·felt, with varying degrees of lag, by all elements of the 
price system. Relative changes in the prices of building ma-
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. teriaIs, of processed goods intended for use in capital equip­
ment and of all commodities, at wholesale, are indicated by 
the measurements in Table 45. 

TABLE 45 

ARTICLES OF CAPITAL EQUIPMENT AND ALL COMMODITIES. 
PRICES AND P,URCHASING POWER, JULY 19.!}-JUNE 19361 

A. MOVEMENTS O. WHOLESALE PRICES 

July Feb. july Oct. May Sept. May Dec. Apr. June 
'929 '9JJ '9JJ r9JJ '9J4 '9J4 '9Jj '9Jj '9J6 '9J6 

RECESSION AND RECOYERY 
All mmmodities 100 6. 72 74 77 81 83 54 8. 8. 
Articles of capital equip. 

ment. processed 100 79 79 8. 8g 8jj 85 85 85 86 
Building moteriaJ .. total 100 76 84 88 8g 87 86 88 87 88 

RECOYERY 
AU commodities 100 117 121 125 131 134 155 133 13" 
Articles of capital equip-

ment, processed 100 100 104 II' 108 108 108 108 108 
Building materials. total 100 III 116 118 115 "4 116 115 116 

B. CHANGES IN PER UNII' PDRc;:HA5ING POWEll 

July Feb. jul, Oct. May Sept. May Dee. Apr. june 
'92 9 '9JJ '9JJ '9JJ '9J4 '9J4 '9Jj '9Jj '9J6 '9J6 

RECESSION AND RECOYERY 
All a>mmodities 100 100 100 100 100 100 100 100 100 UJO 

Articl .. of capital equip-
ment, processed 100 u8 log 110 115 106 101 102 104 104 

Building materials. total 100 U.!I 116 118 116 108 104 105 106 ICY] 

RECOYERY 
All mmmodities 100 Ion Ion Ion 100 100 100 100 100 
Articles of capital equip. 

ment. processed 100 86 86 go 83 80 80 81 82 
Building materials, total 100 95 96 94 88 85 85 57 87 

1 For the full series of index numbers see Appendix IV. 
'Articles of capital equipment, processed' and "building materials. total', 

in this table. are mutually exclusive categories. Logically. most of the com­
modities in the latter group fall under the fint, more genenJ. beadin~ but 
Couome purposes a diotinction i. useful. The two groups were rombined in 
certain tabl .. in Cbapt ... II and m. 
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The first push of recovery. which carried the wholesale 
price level up 17 per cent in five months. was not felt by the 
main group of processed goods intended for use in capital 
equipment. These remained unchanged in average ,price. 21 

per cent below the July 1929 level. Building materials did 
advance. though less than the general index. By May 1984 
the rise had extended to goods for capital equipment. and 
building materials had added to their earlier gains. During 
the four months that followed both groups declined slightly 
and the general price level advanced somewhat; thereafter. 
for a year and a half. practically no price changes occurred 
among these groups. 

The movements of recovery are perhaps more significantly 
portrayed in Part B of Table 45. For both groups the shift­
ing price relations of the recession brought gains of some 25 
per cent in per unit purchasing power. The prices of capital 
equipment and building materials had declined. but their 
actual market values. per unit, had risen by reason of the 
much greater drop in general commodity prices. Their real 
costs. in terms of commodities in general. were prohibitively 
high at the low pl>int of the depression.' Later movemen~ 
were irregular. but they brought substantIal reductions in 
the exclIange value. per unit, of capital equipment and build­
ing materials. By June 1936 processed goods intended for 
use in capital equipment were but 4 per cent higher. in per 
unit worth, than in July 1929; building materials were but 
7 per cent higher. The chief reductions in their relative 
standing were effected during the first spurt of recovery and 

• This statement is based upon an examination of quoted pricea. The prices 
actually realized by maken of articles of capital equipment were below the 
quoted prices. at the low point of the depression. This was a condition pre­
vailing among manufactured goods in general. (C/. Cb. VI.) Tbe pri .. dis­
parity between processed goods intended for use in capital equipment and 
commodities in general, at wholesale, wu therefore not as great as it indi­
ca<ed by !be quoted prices. 
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during the summer of 1934 when drought conditions were 
giving a fillip to the prices of agricultural products. 

The comparisons on the 1929 base, in Table 45, may be 
supplemented by others, on a pre-War base (Table 46). The 
purchasing power figures indicate that goods for capital 
equipment and building materials retained, in June 1936, 
a considerable advantage over commodities in general, 
though the wide margin of February 1933 had been reduced 
materially. The real worth, per unit, of processed goods for 
use in capital equipment stood 14 per cent higher than in 

TABLE 46 

CAPITAL EQUIPMENT AND BUILDING MATERIALS 
PER UNIT PURCHASING POWER; '9'3-'936 

Producers' goods for use in capital eqUipment, 
processed 

Building materials 

July Feb. Atw.June 
I9Zj 1929 I9JJ 1936 1936 

100 10'] 134 113 114 
100 112 150 130 131 

1913; building materials were 31 per cent higher.' This 
condition represented substantially higher costs than in pre­
War days. Their relation to other factors affecting activity in 
the capital goods industries is discussed in a later section. 

Additional information is available concerning cost 
changes in several important subdivisions of the capital goods 
market. The index numbers of building material prices, in 
Table 46, relate to but one type of building costs, and even 

a The index numbers for processed producers' goods for use in capital eqUip­
ment, which are constructed by the National Bureau of Economic Research. 
have been de8ated by the National Bureau's index of wholesale prices. The 
indexes of prices of building materials were secured by splicing index num­
bers of the U. S. Bureau of Labor Statistics for the period 1918-29 with 
index numben of the National Bureau for the succeeding years. The deUat­
iog index was obtained by splicing the 'all commodities· index numbers of 
th~ Bureau of Labor Statistics and of the National Bureau. for the same 
periods. 
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here the coverage is not complete. For certain StrUctures 
measurements of changes in actual construction costs. includ­
ing labor costs, are to be had. The problem of measuring 
such cost movements is truublesome. because of changing 
engineering practices. leading to shifts in the relative im­
portance of labor and material costs. and difficulties in the 
way of measuring labor costs during a period of changing 
efficiency and shifting wage scales. General movements may 
be followed with reasonable accuracy. however. 

Several indexes designed to measure changes in construc­
tion costs are brought together in Table 47. When labor 
costs are combined with the cost of three basic materials. as 
in the first set of measurements in this table. we secure an 
index showing a somewhat smaller decline during recession 

TABLa 47 

CONSTRUCTION COSTS AND WHOLESALE PlUCES IN THE UNITED 
STATES. JUNE 1929-JVNE 1936' 

III"" MIIT.I"""I""" sq.t.MIIT. 1>«. M .... lufUI 
1!P9 19'1'1 19'1'1 1914 19'14 19'15 19J5 19J6 19J6 

RECESSION AND RECOYERY 
Basic materials and labor' 100 77 79 !TI g8 94 95 g8 99 
Construaion of a standard 

concrete faclory building' 100 117 
All c:ommoditics, wbnlosale 100 6s 

RECOYERY 

88 93 
6g 79 

95 
8. 

Ba.si.c maaerials and labor Z 100 lOS 126 127 1.25 12S 127 1.tg 
Consuuaion of a _ 

mocreIe faclory building' 100 lot 107 107 107 '07 108 110 
All fJ"SDmcvlitics. wholesale 100 log 11:6 150 1511 1M 1sa 151 

1 The data abown ben: diller from thooe in o<her labl., because the iDdeK 
of costs iDwolved in amstructing a standard oooaete factory. building is 
available quarwiy only. 
• Inde1 of the Engineering Neru>-R«Ord. which is based upon the ...... of 
Sled. cemeot. lumber. and the wage raus of common labor reported from. 
about 20 cities. The prices are weighted on the basis of rotal produaion of 
IUd. oemen .. and lumber. and the total amount of labor (man bonn) used. 
• tude. 01 the Aberlhaw Crmsttuction Qmapauy. 
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than that in the prices of materials alone. and a much more 
pronounced rjse during recovery. From March 1933 to June 
1936 the Engineering News·Record index of the cost of steel. 
cement. lumber and labor advanced no less than 29 per cent. 
as against a rise of 16 per cent in the index of building ma­
terials prices. at wholesale. from February 1933 to June 1936. 
Since the rise in the index of the Engineering News-Record 
started from a relatively high value in March 1933. these 
costs (which of course do not cover all building charges) in 
the summer of 1936 stood only 1 per cent below the 1929 
level; general wholesale prices were 17 per cent below. 

The costs of constructing a standard concrete factory 
building feU approximately 13 per cent during the recession. 
as compared with a drop of 37 per cent in general wholesale 
prices; these- construction costs rose 10 per cent from March 
1933 to June 1936. advancing to a level only 4 per cent below 
that of 1929. 

The measurement of these changes with reference to a pre­
War base involves a greater margin of error. as with all price 
and cost comparisons over long periods. but the results throw 
light on the present situation (Table 48). When recession 

TABLE 48 

CONSTRUCTION COSTS AND WHOLESALE PRICES IN THE UNITED 
STATES. 1914-1936 

June March MaTCh }UfIIJ 

1914 19::19 '9JJ '9J6 '9J6 
Basic materials and labor 100 131 179 117 131 
Construction of a standard concrete 

factory building 100 19o 165 178 181 
All oommodities. wholesale 100 151 95 115 115 

started in 1929 construction costs of aU sorts were far above 
the general level of wholesale prices. relatively to pre-War 
standards. and this margin of advantage was materially wid-
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ened during the period of declining prices. Prices and wage 
rates are subject to a degree of control in this field exceed­
ing that found in most areas of economic activity. and offer 
greater resistance to downward revision. The advances of 
recovery in construction costs were somewhat smaller than 
those in general wholesale prices. but they were sufficient to 
leave such costs in the summer of 1936 higher in relation 
to the general price level than in 1929. In June 1936 the 
average cost of basic construction materials (steel. cement 
and lumber) and labor. together. was more than twice as 
high as in 1914. When account is taken of all the cos~ of 
constructing a standard concrete factory building. the June 
1936 level was approximately 82 per cent higher than in 
1914. The level of general wholesale prices was 25 per cent 
higher. The difference is significant. even when account is 
taken of the difficulty of securing accurate measurements of 
changes in wages and prices over these twenty-two years, and 
of the corresponding margin of error in the results.' 

• C. F. Lambert bas mnstructed measurements of the mst of reproduction 
(new) of fiYe types of public utilities plants. which may be used to supple­

ment the Aberthaw index of the mst at different dates of building a stand-
ani CDncrete fac:lcJry building. -

INDEX NUMBERS OF THE REPRODUCTION VALUES (NEW) OF 
FrYE COMPLETE UTILITIES' 

1913 192~ 1929 1930 1931 1932 1933 1934 193' 
WalBWOrb plant 100 176 .So '77 '67 155 159 176 176 
Electtic light plant 100 171 '78 .6g 'sS '41 '5' 16g .68 
s~ railway system .00 .81 '70 ·67 '55 '44 '44 '54 '55 
Natural gas plant .00 '71 '84 .8. '76 .66 .6g 18. .So 
Artificial gas system .00 .81 185 '76 .68 '57 .65 '78 '79 
Wholesale prices .00 '48 '48 '54 115 100 .05 117 114 

SOURCE: C. F. Lambert. Engineering News-ReCOTd, 'Construction Costs'. 
('956 .... ). p. 18 . 
• Indu .... a small fix ... price for land. 

The CXJSts. in '935. of reproducing four of the five plants here listed. were 
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Other scattered data relating to the price movements of 
capital equipment and construction during recession and re­
covery show diverse tendencies. Prices of automobile trucks 
declined 24 per cent from 1929 to 1983; there was no change 
from 1933 to 1935. Here is a reduction. up to the latest date. 
exceeding that in wholesale prices at large. If account could 
be taken of quality manges an even greater decline would 
be indicated. Farm maminery. at wholesale. declined in price 
some 11 per cent from 1929 to 1933. and rose. by 1935. to 
within 4 per cent of the 1929 level.' Equipment of this type 
increased in relative value during the period of recession 
and recovery. 

z929 Z9JJ z9J1 
Railroad construction costs 

Road .00 79 8. 
Equipment .00 8. 9' 

Steam locomotives .00 88 94 
Other locomotives .00 75 114 
Freight train cars .00 78 8g 
Passenger train can '00 88 94 
Motor equipment of cars .00 88 94 
Floating equipment .00 87 95 
VVork equiplDent .00 85 9' 

General expenditures '00 80 8. 
Total .00 80 114 

Wholesale prices .00 8g 79 

SOUR.CE: Interstate Commerce Commission. Bureau of Valuation. The whole­
sale price index is that of the U. S. Bureau of Labor Statistics. 

(Footnote II concluded) 
about 5 per cent below the 1929 costs; costs for the fifth plant were only 10 

per cent below. Equally significant is the fact that the 19!55 costs for four 
of the five plants stand from 68 to 80 per cent higher than in 1915: the 
lowest figure, for natural gas plants, is 55 per cent higher. Wholesale prices 
were 24 per cent above 1915. 
T Tho index numben for trucks and farm machinery are .hose of the U. S. 
Bureau of Labor Statistics, wbich are based upon quoted prices. 
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Detailed figures on railroad construction costs and on the 
cost of railroad equipment are compiled by the Interstate 
Commerce Commission. The evidence is illuminating and is 
worthy of attention. 

The three main elements of railroad construction costs 
fell from 1929 to 1933 by amounts ranging from 18 to 21 

per cent. Road costs and general expenditures were only 
slightly higher in 1934 •. but equipment costs advanced ma­
terially. and stood well above the level of wholesale prices. 
There is some variation among the elements of equipment 
costs; non-steam locomotives were at substantially lower- cost 
levels than other forms of equipment. This detailed cross­
section of an important subdivision of capital costs is prob­
ably fairly representative of heavy equipment. Costs were 
reduced considerably. but the reductions lagged behind the 
fall in wholesale prices at large. • 

The price advance that started in 1914 was. in effect. a 
great tide. that carried up to new levels practically all the 
prices and costs that define working and trading relations. 
When it receded after fifteen years it left m\lny elements of 
the price system at these high levels. The reasons are many. 
but here it is sufficient to note the natural tendency to go 
with a tide of rising values. and to fight the currents of the 
ebb. when prices are receding. When strategic position makes 
strong resistance possible on the part of certain economic 
elements. or when entrenched costs may not readily be re­
duced. successive Bow and ebb are certain to leave just such 
major price discrepancies as existed in 1933. and which per­
sisted. for many groups. into 1936. Among the elements 
marked by notably high costs in 1936 were those entering 
into the construction of permaIlent industrial equipment. 
Whether we judge these by 1929 or by 1913 standards we , 
find prevailing costs in this field to be well above the level 
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of prices in terms of which most economic activities are 
now conducted.' 

The discussion of price and cost changes among capital 
goods. with reference to the demand for new equipment. 'in­
volves the question of obsolescence_ Obsolescence. as distinct 
from the physical process of deprecia~ion. may arise from 
invention. from improvement in designs or materials. from 
such a shift in operating conditions as is caused by changes 
in wage rates. or from a reduction of costs in the production 
of capital goods which enables producers to replace old 
equipment by new instruments carrying a lighter burden of 
capital charges. (The term 'replacement' is used. of course, 
with reference to the economy as a whole. since a producer 
already provided with equipment would not buy new equip­
ment of the same type merely because the price fell. Com­
petitive replacement. however. may substitute a low-cost pro­
c:lucer. using new equipment. for a high-cost producer. with 
old equipment.) Thus a sharp reduction in costs may render 
obsolete much old equipment which. with respect to physical 
depre.ciation alone. might have long remained in operation. 

Much of the capital equipment with which we entered 
the recession of 1929-32 had been produced at the relatively 
high costs of the preceding decade. The writing-down of the 
capital charges borne by such equipment is a painful process. 
seldom carried through rigorously in default of the actual 
reorganization of industrial enterprises, This writing-down 

• Of course, we should recognize that improvements in the quality and 
efficiency of capital eqUipment might have paralleled and in some degree 
offset the advance in costs. Some tendency in this direction was undoubtedly 
present. and for many specific instruments actual declines in costs occurred. 
But the bulk of the commodities included in the group 'articles of capital 
equipment. processed' are not highly fabricated instruments; they are articles 
at an earlier and less specialized stage of fabrication. There is little reason 
to believe that quality changes in them would offset the price differences to 
which attention has been drawn. ' 
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was not carried through in any complete manner during the 
recession, and the recovery measures, in general, were aimed 
at the prevention of liquidation and reorganization. These 
measures may well have been thoroughly justified, in this 
respect, since wholesale reorganization effected over a short 
period may mean general economic demoralization. But the 
result was to leave the economy with a heavy burden of 
overhead charges, which tended to prevent a downward re­
adjustment in the selling prices of finished goods. 

We have noted one other method of effecting reduction 
in overhead charges after a general price decline, a method 
more gradual in its working and for this reason less painful 
in its incidence. If the costs of producing industrial equip­
ment in the succeeding period of lower prices are reduced 
in proportion to the general price decline, the purchase of 
new equipment may be attractive and profitable, even in the 
face of sub·normal demand for consumers' goods and a con­
siderable carry-over of old equipment. New, low-cost equip­
ment in the hands of new business enterprises contributes in 
two ways to the enforcement of lower prices to final consum­
ers. It carries lower overhead charges, and its product may be 
sold at lower prices. Furthermore, competitiVe pressure from 
this source forces the writing-down of the high charges that 
have been carried against the old equipment produced prior 
to the recession. Lower overhead charges and lower prices 
contribute to that stimulation of a higher volume of sales, of 
production and of employment that is the basic condition 
of enduring recovery. 

The process is painful, of course, to those producers whose 
equipment was built at the high prices of the pre·recession 
period, but it is an essential part of the process by which a 
competitive economy may be made to function efficiently. 
The relatively high costs of new construction and of some 
forms of capital equipment that persisted in the face of the 
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great decline in general prices from 1929 to 1933 constituted 
a real obstacle to renewed activity in the capital goods in­
dustries and to the restoration of a normal volume of pro­
duction and employment. The loose buying that is likely to 
occur in capital goods markets during prosperity is replaced 
by a sharper questioning of costs in depression. The quota­
tions of 1935 and 1936 reveal a definite improvement in 
respeci. of the relative prices of commodities entering into 
capital equipment. The rise in the prices of other goods had 
reduced the margin of advantage enjoyed by goods destined 
for use in capital equipment. In so far as the prices of these 
goods represent the cost of finished equipment. substantial 
progress in price readjustment had been made. The costs of 
new construction. however. remained at relatively high levels 
in the early summer of 1936. 

As a factor supplementing and supporting the improved 
price situation in capital goods industries in .1935 and 1936. 
definite obsolescence on the technical side became increas­
ingly important. It is estimated that in 1925 some 44 per cent 
of the machine tools in use in American factories were over 
ten years old; in 1930, 48 per cent had passed this age limit. 
In 1935. 65 per cent of the metal working machines in the 
United States had been in use for more than ten years. This 
increase in the percentage of old machines in use resulted 
from a pronounced decline in the expenditures of manu­
facturers on the replacement of machine tools. Over the five 
years .1930-34 such expenditures are estimated to have been 
42.6 per cent of similar purchases from 1925 to 1929." AI-

It These estimates are based upon studies of machine tool obsolescence made 
every five years by the American Machinist. The 1955 estimates are based 
upon questionnaires sent to approXimately 10,000 factories........about 7 per 
cent of the manufacturing establishments in the country in 19S8. The actual 
figun" for 1985 indicate that of a total of 1.8450447 metal machines 879.5" 
were over ten yean old (see American Machinist, April 14. 1955). 
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though the latter were abnormally high the falling off is 
significant. There is no doubt that depreciation and obso· 
lescence had been at work during the whole period of reces­
sion and depression. and that a potential replacement 
demand of considerable proportions existed in the capital 
goods markets in 1935. 

AVAILABILITY AND COST OF CAPrrAL FUNDS 

Direct market costs constitute but one of many factors that 
shape the decisions of prospective buyers and builders of 
capital goods. We have already referred to the influence of 
prevailing interest rates. It will be helpful. in considering 
the state of activity in capital goods industries during the 
last several years. to give some attention to variations in the 
amount of available funds. 

Changes in some of the elements entering into the aggre-. 
gate of funds available for investment are indicated in Table 
49. These items fall far short. of course. of covering the entire 
field of savings. but they reflect changes in certain major 
elements. From 1930 to 1932 there was a st€;ady depletion of 
savings. as here represented. Savings deposits declined. the 
assets of building and loan associations were reduced. and 
corporate surpluses were drawn upon heavily. (We have 
used. of course. a net figure for corporate savings. Many indi­
vidual corporations may well have added to their surpluses 
in these years.) The amount of premiums received by fife 
insurance companies kept up very well. but this favorable 
condition was partly offset by an increase. from 1929 to 1932. 
of almost one billion dollars in the amounts paid to policy 
holders on account of surrendered policies. Reductions in 
most of these elements persisted into 1933. but with lessened 
force. By 1934 savings deposits were increasing. the rate of 
decline in corporate surpluses had been greatly reduced. and 
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TABLE. 49 

CERTAIN MAJOR ITEMS OF SAVINGS IN THE UNITED STATES. 
1929-1935 

(millions 0/ dollars) 

I929 I9Jo r9JI I9J2 '9JJ '9J4 '9J5 
Total savings and other 

time deposits as of 
June So 1 28.218 280479 28.220" 24.281 21,126 21.753 12.652 
Change during year -195 +261 -259 -3.g38 -3.155 + 627 +899 

Building and loan as-
sociations. total ... 
selS. as of Dec. 31 , 8.695 8.824 8412 7.745 6.972 60450 5.88g 
Change during year +679 + 129 '-411 .. --66J -'173 -528 --561 

Life insurance compa-
nies. l,alal admitted 
assets, less premium 
notes and loans, as 
of Dec. 31 8 15.1°8 16.073 16.791 16.948 17,117 17.857 19.191 
Change during year +1,142 +970 +718 +157 +179 +730 +1.334 

Annual corporate 
savings , +10423 -3.gog --5.877 --6.366 -2.796 -2.340 -1M3 

1 SOUR.CE: Savings Division, American Banken Association 
2 SOURCE: U. S. Building and Loan League 
8 SOURCE: Spectator Co. The 1934 and 1935 figures are estimated on the basis 
of data compiled by the Association of Life Insurance Presidents. 
'Based on Treasury figures and derived by the Department of Commerce. 
See Suroe:>' 01 Current Bwintss, July 1986. 

the premium receipts of life insurance companies were swell­
ing again. 

The actual supply of private and corporate savings was 
curtailed during the first years of recession_ Indeed. with 
sharp reductions in earnings and incomes and heavy capital 
losses as a result of failures and defaults. this was inevitable. 
But saving persisted during the depression. and its effects are 
manifest in the records. 

Some indication of the changes recession and recovery 
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have brought in the cost of short- and long-term funds is 
given in Table 50- When the recession began rates on short-

TABLE 50 

BOND YIELDs. DISCOUNT RATES AND INTEREST RATES. '929-'95& 

July Feb. Jul, M., Sept. M., De<. Apr. June 

Bond yields' 
1929 19JJ '9JJ '9J4 1914 19J5 1915 19J6 19J6 

All bonds (60) 4-75 5·75 5"5 4·5& 4.&5 405- 4.11 ,.go 5-94 
Induslrial bonds ('5) 5"'9 7.60 6.16 5.29 5.2- 4.65 444 4.58 444 

Can loan renewal 9"5 • .00 • .00 • .00 • .00 .IS ·75 ·75 • .00 

Prime CX>D1lDen:iaI paper. '!4- .~ 
4-6 months 6 .~ .~ • ~-. ~ ~ ~. ~ 

N. Y. Federal Rosene 
Bank" disc:ount rate 5.00 2.50 -·SO 1.50 1.50 ··SO ··SO ··SO ··SO 

1 As computed by the Standard Statistics Company_ 

term loans were relatively high. but long-term rates (as 
represented by average bond yields) were barely above the 
average for the eight years preceding. (The yield on 60 do­
mestic bonds had averaged 4.72 per cent from 1922 to 1929.) 
The lowering of rates that depression usually brings is evi­
dent in the short-term series. which had fallen to very low 
levels by February 1933. The decline in boiid yields and the 
corresponding reduction in the cost of new capital funds 
were checked by banking difficulties. domestic and foreign. 
in 1931 and 1932. and by a wave of fear that carried bond 
prices to unprecedentedly low levels. This is reflected in the 
high yields (particularly on industrial bonds) that persisted 
through 1933. By .1934 all rates were .lower; short-term com­
mercial rates fell below one per cent. 

In spite of the persistence of low rates through 1935. 
activity was slow to revive in the markets for capital funds 
and in the heavy industries that.are fed by them. On the 
financial side. this condition is revealed by the figures on 
new corporate issues in the United States, These records, 
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compiled by the Commercial and Financial Chronicle, are 
given here in millions of dollars. Between 1929 and 1933 the 

New capital 
aefunding 

Total 

r9~9 1930 z9Jz Z9J~ 19'3 
8.6S9 4.944 '.76S S25 .6. 
'.S87 5"9 8.6 S'9 2 •• 

10,026 5>475 2.589 644 S82 

'914 '9J5 
'78 404 
S'5 • .844 
49' "'48 

issues of new capital-the significant figures with respect to 
new activity-fell to a negligible fraction of their normal 
volume; this low state persisted through 1934. In 1935. par­
ticularly in the latter half. the flow of investment funds into 
use quickened appreciably. and this movement carried into 
the next year. During the first six months of 1936 new cap­
ital issues of corporations amounted to 463 millions of dol­
lars. a figure greater than that for any corresponding period 
since 1931. Totals remained low. by pre-recession standards. 
but savings were again moving into use. 

PRODUcnON OF CAPITAL GOODS 

The records of the physical volume of output provide the 
final index of activity in capital goods industries. Compre­
hensive statistics covering the production of finished capital 
goods of all sorts are not available. but the degree of decline 
in their production during the recession is indicated in Table 
51. While the output of manufactured consumption goods 
was dropping some 20 per cent. from 1929 to 1933. the pro­
duction of capital equipment declined by amounts ranging 
from 60 to 80 per cent. for the several types of activity repre­
sented in Table 51. 

Against this background of recession in physical output 
we may view the events of recovery. For this period we lack 
the comprehensive index numbers of manufacturing output 
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TABLE 51 

PRODUCTION OF CAPITAL GOODS. I_1m 

1!P9 19JI 19JJ 
Output of produdl of manufacture enamng into 

oapital goods I 
Capital equipment, genaaI IDD 4!1 4D 
CoDStruction materials IDD 57 ~ 

Volume of engineering amstnaction • IDD 6g sa 
Volume of DOn·residentiai building (Il9or spa"")_ IDD 45 18 

1 Index numbeD c:oostructcd by the National Bureau of Emoomic Ileseucb. 
from reoords of tbe Ceasus of Manufa_ 
-Index amstruaed from tbe mmpilations of tbe Enginuring N~ 
total nIue of engineering mnttaClS awarded ddlated by Enginuring Neon­
R«ortl incies. of mostruction msts. 
- Compiled by tbe F. W. Dodge Cotporation hom actual mnb3cl a=nIs in 
tbe 57 states .... of tbe Rodty MonntainL 

that are based upon Census records. but various representa­
tive figures serve to indicate the general nature of the 
changes. In following the movements of recovery we may 
use monthly data. drawn from several fields (Table 52). 

TABLa 51 

PRODUCTION OF CAPITAL GOODS. JULY 1929-JUNE 1956 

Jw, Feb. Jul, May Sept. May Dee. Apr. June 
1!P9 '9JJ '9JJ '9J4 19J4 '9J5 19J5 '9J6 '9J6 

Volume of engineering 
aJDStruClion 1 IDD 06 20 sa 51 54 79 5' 60 

Volume of Don-reidential 
building (Boor 'pa",,)' 100 .. 19 22 20 "5 56 47 45 

Cement production I 100 18 50 50 46 4B 54 51 67 
hon and st<el production- 100 "4 66 66 27 S2 is 80 81 

]. Aggregate value of c:ontr.lCU awarded. as compiled by the Engiru:ering 
New~Record. deflated by the Engiru:ering NerH-Record index. of CXJnstruc­
lioD CXJItL 
I Compiled by lbe F. W. Dodge Corporation • 
• Published in tbe FelknJl Reserve Bulletin;. not adjusted for seaaonaI _ 
men ... 
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The declines of recession. as measured on a monthly basis. 
appear to have been even more severe than the annual data 
indicate. With the first rush of recovery there was a notable 
pick·up in the non<onstruction fields. Of course. a large por­
tion of the increased output of the iron and steel industry 
went into durable consumption goods (chie8y automobiles). 
and not into capital goods proper. The rise in this series un­
doubtedly exaggerates the true degree of recovery in the pro­
duction of capital equipment. The estimated volume of en­
gineering construction advanced slowly from the low point 
of the summer of 1933 through the spring of 1935. The last 
half of 1935 was marked by a very great rise. re8ecting gen­
erally increased activity in the heavy industries. The measure­
ments of this change relate to contraCts awarded. not to 
actual construction. and therefore anticipate new activity. 
Furthermore. public works account for a large part of the 
advance in volume of engineering construction. as well as 
for soine of the recovery in cement production.'· Cement 
and iron and steel figures show further advances in the first 
half of 1936; engineering construction and non-residential 
building receded. 

The protracted resistance of private industry. in the field 

10 In the six dosing months of 1935 a total of ,08 million dollars was spent 
on proj<as 1inanC%d from public worts funds; in '934 approximately 965 
million dollars; in 1935. 1.0Ci8 million dollalS. The last figure far exCftds 
the sum of 404 million representing new corporate capital issues in the 
United Slates in 1935. Gow:mmental aaivity in the mnslJUction of capital 
equipment in 1935 greatly exceeded that portion of private activity that is 
represented by the new capital issues aaually recorded.. Many issues an: DOl 
included in this count, however. and much capital expansion is fiDanced out 
of mrpGdte surpluses aDd other private funds. There is no basis lor an 
auuelle comparison of gowanmenw and private activity in lhis field 

Two fonhc:om.ing studies of the National Bureau of Economic R.esearch 
(Gross Ctlpillli Fonrualion. by Simon K.uznets,. and Nt!lIIS"IU'eS 01 Capl4ll COlI· 
IV",,,,",". by SoIODlOll Fabricanl) will throw light on changes in tile .... ume 
of capital in the United. Slates. 
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of capital goods, to the forces of recovery is reflected in the 
volume of non-residential building. Not until the last half of 
1935 did this industry feel a real stimulus. In the .first half of 
1936 activity in the construction of industrial buildings re­
mained more than 50 per cent below the 1929 level. 

Comparison of Production and Price Movements, Durable and 
Non-Durable Goods 

The category of durable goods is not the same as that of capi­
tal equipment, and precision of analysis is lost by treating the 
two as identical. The first of these classifications is, of course, 
the broader, including all capital equipment plus very important 
classes of durable consumption goods, such as automobiles,re­
frigerators, radios and residences. An essential differenCe between 
the two groupings is that capital goods are instruments employed 
in the production of further goods, which will in turn enter the 
market for sale to other producers or to final consumers. A piece 
of personal equipment may be just as long-lived, but its role in 
an economy marked by division of labor is fundamentally dif, 
ferent, since its products do not enter the market. The conditions 
surrounding the production of the two classes of goods are some­
what similar, however, and they are alike in- that the demand 
for both capital goods and durable consumption goods is rela­
tively elastic. Their respective modes of behavior during periods 
of recession and recovery have much in common, and differ in 
similar ways from the behavior of non·durable goods. This con­
trast, in respect of price and production movements, is brought 
out in Table 53, and in Figure 14. 

Sharply declining production and relatively well maintained 
prices characterized the behavior of durable goods during reces­
sion. Among fion-durable goods production suffered less severely; 
the chief force of recession fell on prices. Reasons for the dif­
ferences, as has been suggested, are found partly in the condi­
tions of demand for these two classes of .products. The buyers of 
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The base of each of the series plotted in the above chart is the average 
of that lIClies for 1929- The indexes in Table 55 are orr the July 1929 base. 
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TABLE 55 

PRICES AND PRODUCTION OF DURABLE AND NON·DURABLE 
PRODUCTS OF MANUFACTURING INDUSTRIES, 

JULY 1929-JVNJ! 1936 

July Fe". July M., ~ M., Dee. 41".JUNJ 
1929 19JJ 19JJ 19Jf 19Jf 19J5 19JJ 19J6 19J6 

IluIable goods 
Aver.Jge prioe, wholesale 1 1110 80 So 91 8g 88 88 88 88 
Volume of production S 100 q 61 55 SO 49 74 71 75 , 

Noo-durable goods 
Aver.Jge prier, wholesale 1 100 . 65 74 79 So 85 87 8s So 
Volume of produc:ticm. 100 75 101 84 ?8 as· 9S 88 91 

1 souaa: National Bureau of £mnomic Researdl: see Appendix IV 
z SOOJ:CE: Board of eoiUD01S of the Federal Il.esene System. Washington: see 
Fed.t:nJl Rt:SerTM BuUdin 

durable goods, whether for productive or personal use, may post· 
pone their purchases and withdraw from the market to a degree 
that is not possible to buyers of non-durable goods. in generaL 
This withdrawal from the market is forced upon buyers of cap­
ital equipment by declining demand for the consumption goods 
the equipment is designed to produce. It is the readiest alterna· 
tive to buyers of durable consumers' goods when their incomes 
are reduced and doubts concerning their future spending power 
are instilled by general business recession and depression. Other 
conditions on the supply side work in the same direction. Pro­
dlicers of non-durable goods are. in general. less able to control 
supply and to protect prices than are producers of capital equip­
ment and other durable goods. Perishabiliry of product is, to 
some extent, a factor in this situation. More important, prob­
ably. is the lack of agreement and common practice among the 
many scattered producers of the raw materials that enter into 
non-durable goods. 

The responsiveness of demand for durable goods to changes in 
real income and in economic outlook is reIlected in the sharp 
rise in production during the early months of recovery. (Ibis 
pick·up was felt primarily among durable consumers' goods. 
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rather than capital equipment.) The prices of durable goods. 
already relatively high. rose less than the prices of non-durable 
goods. which felt the chief stimulus of recovery. By the end of 
1935 hoth sets of prices stood at approximately the same level. 
some 12 per cent below that of 1929. Thereafter the prices of 
non-durable goods declined somewhat. Despite sharp recovery in 
1935 the output of durable goods remained well below that of 
non-durable goods. with reference to the 1929 level. 

FAcroRS AFFEcrJNG THE REVIVAL of CAPITAL GooDS 

INDUSTRIES. 1933-1936 

Every business depression is marked by a reduction in the 
proportion of the productive energy i)f aJt economy that is 
devoted to the output of capital goods. Always in time of 
stress and emergency there is a concentration of activity upon 
goods of immediate need. a postponement of those efforts 
that come to fruition only after a relatively long wait. The 
reasons are numerous. and many are technical. but it is not 

. incolTect to say that in such periods the time span in terms 
of which human activities are conducted is shortened. The 
making of capital goods involves the expenditure of effort 
which is later to be rewarded in the production of consum­
able goods. A sense of security. an approach to certain.ty 
concerning what the future may hold. are essential to such 
activity. When producers are uncertain as to the probable 
state of consumer demand. when investors are reluctant to 

make long·term commitments. when fears and doubts grip 
buyers. producers and lenders. then the immediate needs of 
the day take precedence over future possibilities. and all 
activities that point towards a more distant future are cur­
tailed. 

This means. of course. a shortening of the average time 
lag between the expenditure of economic effort and the act 
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of final nmqllDpOoo.. EYrIJ indusuial order ~ geared 10 
aaiYity in~ohing a c:enain aRn"oe time intcnal between 
dIon and roosumptioo.. In g<'Der.tl, with economic growth 
and steady tcrlmical improvement. this intcnal is 9lbjea 10 
slow expansion. A nmtinuaIly increasing proportion of the 
available labor and equipment is used in the indDett activi­
ties of produaioo that aim IOwards a future dale. Th.i5 
c:bange is slow, and the erooomic shifts required for adapta­
tioo 10 it may be dfected without particular strain.. But when 
recessioo and depi€ssion bring a q,dden, sharp mntraaion 
in this inten2l. prompt and painless adaptatioo ~ impomble. 
Luge numbers of men and machines are thrown out of 
work.. Rcrovery requires either a restoration of the COIl­

Iidenc:e and the t..rnnical conditions that male possible ac­
tivity based 00 the longer time span. or adaptation to tech­
niques resting upon the shorter (and less efficient) time 
spm.. The first of these is c:bar.octeristi of the recoveries that 
oa:ur in a ptogJesDve economy; it is with the mnditions of 
such revivals that we are concemed. in reviewing the recent 
history of capilal goods industties in the United Slates. 

We may distinguish three aspects of a recoYrIJ of this type 
-reviving dMlland for mosumers' goods. profit opportuni­
ties in the use of new capilal equipment. and mnfidence 
essential 10 the roM ing of relatively lon,,<4eml OOIlIIDitments. 
During depression there is. of mmse. an actual diminution 
in the volume of nmsollDers' goods produced. although. a 
much Iatger proportion of the produaive energies of society 
anna!!y in use is den>ted 10 their OUtpuL With recovery 
con.q'men" goods industries revive. In the present state of 
our knowledge of business cycles we may not Sly that this 
revival of roosumer dMllaruJ must necessarily precede re­
newed activity in the production of capilal goods. Obso­
levcn«r, combined with low costs of funds and materials. 
may lead 10 renewed activity in capilal goods industries while 
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consumer buying remains at depression levels. But such ac­
tivity is promptly reflected in consumer incomes, and there­
after the process of revival is marked by reciprocal stimula­
tion of activity in these two fields. 

A host of factors affect the opportunities for profit in the 
use of new capital equipment. The expected market for the 
final product, the supply of existing equipment in relation 
to the present and potential demands upon it, the carrying 
charges it bears, the relative technical advantage enjoyed by 
new equipment, the costs of capital, materials and labor for 
its construction, are all elements of the situation. These vary 
in importance from time to time. Actual construction costs 
may be given slight weight at certain times, because rela­
tively heavy advantages of other types exist. This appears to 
have been true prior to 1929, when high costs were cheerfully 
paid in the face of low capital charges and expectations of 
sharply expanding demand for final products. 

'Confidence' covers those intangible elements that deter­
mine the time span in terms of which human calculations 
may be made, with reasonable expectation of fulfillment. 
It is essential to activity in the capital goods industries that 
they who solicit capital for the building of equipment have 
confidence in their ability to use funds profitably, over a 
period of time. This is the primary consideration, for it is 
the decisions of this group that determine whether available 
funds will be used or not. In addition, men with accumulated 
funds and with credit facilities at their disposal must have 
confidence that their funds will be returned to them, and the 
annual use-value received. Fears concerning the stability of 
social or political conditions and doubts relating to mone­
tary or other economic matters may chill this confidence, 
shortening the interval for which men care to commit dis­
posable funds. 

The several factors just named are but a few of those that 
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affect industries devoted to the construction of industrial 
plants and the production of the capital equipment of s0-

ciety. Man's forward planning is embodied in the elaborate 
instruInental equipment that has no value except that which 
runs backward from the date of its future fruition. Forces 
released by consumer buying are centered upon the capital 
goods markets. and their fluctuations appear there in inten­
sified form. A variety of technical influences. related to the 
process of saving and to the investment mechanism through 
which savings are converted into plant and equipment. affect 
economic processes in this area. Here is the heart of modem 
industrialism. Here are focused the little understood forces 
that shape the operations of modem economies and deter­
mine the living standards of populations. 

Some of the economic conditions affecting capital goods 
industries prior to the recession of 1929 and at the low point 
of the succeeding depression have been outlined in this and 
preceding chapters. In summary of these points. we may note 
the following: 

Relatively heavy production of capital equipment during the 
decade of the 'twenties was stimulated by the -pace of industtial 
expansion and by the cheapness of long-term funds. This pro­
duction was in some degree misdirected and wasteful, and may 
well have been excessive even in relation to the rates of growth 
characteristic of this period. We lack criteria that would make 
possible a definite judgment on this score. However. there can 
be no doubt that the check to this growth. and subsequent con­
traction. left productive capacity well in excess of the curtailed 
demand of the depression years."- Demand for consumers' goods 

11 The adverse eIfecrs of this condition during depression and the early 
stages of recovery were probably intensified by an exaggerated impression 
of its importance. and by a failure to give due weight to the facton of 
depredation and obsol_",- 'OVer-production' and 'excess capscity' are 
characteristic features of bu.sinas depressions. The cirmJation in recent yean 
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had to revive. substantially. to supplement"the processes of retire­
ment and obsolescence. before the need for new equipment be­
came imperative. 

Reduction of carrying charges on plants and equipment during 
recession and depression was rendered especially difficult by rea­
son of the relatively high costs of construction that had prevailed 
among capital goods during the post-War expansion, by the 
magnitude of the price decline from 1929 to 1933, and by the 
severity of the drop in output. High costs of mateiials and labor, 
which had looked inconsequential in the heyday of prosperity, 
meant capital charges altogether out of line with the prices of 
1932 and 1933. The very severity of the price drop rendered it 
impossible, in general, to effect an adj)1stment of capital charges 
to the new price level by drawing upon.re5el'Ves and contingent 
funds. Combined with this was the great decline in the number 
of units produced. which made the carrying charge on each unit 
much heavier than it would have been with a well-maintained 
volume of production. 

In 1933 average overhead charges, per unit of goods produced 
. by manufacturing industries of the United States, were about 

11 per cent lower than in 1929. This was an appreciable reduc­
tion, in view of the obstacles faced, but it fell far short of equal­
ing the changes among all other elements of the final selling 
price of manufactured goods. 

Capital losses, the reduction of current income and the drain 
upon corporate surpluses as a result of maintaining dividend 
payments in the face of reduced earnings all served to lower the 
amount of savings available for investment during the depression 
years. Current requirements for new capital funds were reduced 
still more sharply. however. In relation to demand. there was 
no shortage of accumulated funds during the depression. There 
was, however, a period of profound financial fear, ushered in by 
the failure of the Credit Anstalt. in the autumn of 1931, and 
extending through the banking crisis of 1932-33 in the United 

of fabulous accounts of the productive capacity of American industry may 
have nelped to discourage new enterprise in this field. 
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States, when rates on long-term industrial loans wete exception­
ally high_ Indeed, the average yield on domestic industrial bonds, 
as computed by the Standard Statistics Company, did not fall 
below 6 pet cent from October 1931 to February 1934- In June 
1932 it rose to a maximum of 9-17; again, in April 1933 it reached 
8-27. Short-term rates were low during most of this period, but 
few long-term commitments were made. 

Finally, we have noted the high costs of new capital construc­
tion during the depression. Building materials and many proc­
essed articles of capital equipment resisted the general price 
decline. Available wholesale price quotations indicate that by 
February 1933 these commodities were worth,· per unit, in ex­
change fOr commodities in general, some 25 pet cent more than 
in July 1929, and from 35 to 40 pet cent more than in 1913. If 
account could be taken of. improvements in quality, and of the 
actual prices realized by makers of capital equipment in the 
years of greatest depression, a greatet fall in certain equipment 
costs would undoubtedly be revealed. But the general picture of 
a lagging adjustment of such costs to changing monetary values 
would probably not be altered. Construction costs were even 
highet than equipment costs. In March 1933 these stood from 
20 to 40 pet cent highet (relatively to general commodity prices, 
at wholesale) than in 1929, and from 70 to 80 per cent higher 
than in 1914. The world-wide rise in prices and costs from the 
p""War level and the subsequent declines, in 1921r21 and in 
1929-33, left capital costs in general and construction costs in 
particular on a high plateau. 

Under these conditions recovery in the capital goods in­
dustries was abnormally retarded in 1933-36, in comparison 
with previous business revivals. The progranI of public works 
and a very considerable pick-up in certain industries pro­
ducing durable consumers' goods (notably the automobile 
industry) brought increases in the production of cement and 
iron and steel, but the production of capital goods on private 
initiative definitely lagged. 
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We have .discussed above three elements of recovery in 
the capital goods industries, reviving demand for consumers' 
goods, opportunities for profit in the use of new capital 
equipment, and the confidence essential to the making of 
long-term commitments. Between 1933 and 1936 consumer 
demand recovered notably. All available records-wage dis­
bursements, department store sales, etc.-indicate definite im­
provement. Relief and benefit disbursements by the Federal 
government and disbursements connected with the public 
works program played a considerable part in this movement, 
but private industry contributed as well. This considerable 
improvement failed, however, to restore a volume of buying 
approaching that of 1929. In 1934 the-total purchasing power 
of farmers was about '76 per cent of that of 1929; the aggre­
gate purchasing po\!,er of manufacturing labor was approxi­
mately '73 per cent of 1929. In 1935 the corresponding figures 
were 83 and 81 per cent." It is true that these were two of 
the most severely reduced elements of total consumer de­
mand, but they were two of the most important, in aggregate 
volume. Even after three years of recovery the total flow of 
goods to consumers remained well below the pre-recession 
level. 

Lack of confidence played a part in the stagnation of cap­
ital markets and the delayed recovery of capital goods indus­
tries during some stages of the revival from 1933 to 1936-
Fear of continlled liquidation and the urge for liquidity on 
the part of financial institutions were important in the early 
stages. Later, uncertainties connected with dollar devaluation 
and fears of inllation arising froin the unbalanced state of the 
Federal budget affected some investors. These various doubts 
contributed to make prospective investors more careful than 

11 Both sell of figures relate to changes in estimated money income. corrected 
for changes in the prices of goods pu:rchased. 
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they had been before 1929. Funds were not fighting for use. 
irrespective of risk and of the responsibility of the borrower. 
But credit reserves and savings were accumulating. By the 
middle of 1934 the pressure of funds seeking use had spread 
out from the short-term market (in which rates had long 
been abnurmally low). and bond yields fell below the average 
of the eight pre-recession years. Lack of confidence on the 
part of lenders did not play any appreciable role thereafter. 

After the panic phase. and the period of monetary uncer­
tainty were past. the delayed recovery in capital goods indus­
tries appears to have been due primarily to the failure. of 
prospective borrowers to discern opportunities for profiiable 
use of new equipment.18 These opportunities were not pres­
ent during the first two years of recovery. except in isolated 
areas. for two main reasons. In the first place. the productive 
capacity of the equipment in existence in 1929 was in general 
adequate to the requirements of the subnormal consumer 
demand. Depreciation occurred. of course. and definite tech­
nical obsolescence during the period of subnormal replace· 
ment from 1930 to 1936. But before obsolescence can become 
effective in stimulating the replacement of old equipment by 
new, the cost and carrying charges on the new. in conjunction 
with its efficiency. must offer a real advantage. This was not 
true. in general, of capital goods industries through the early 
months of 1935. The obsolescence that becomes real in terms 
of the actual accounting books of business. obsolescence that 
would lead to the retirement of the high-c05t equipmerit 
carried over from pre-recession years, was retarded by the 
failure of capital costs to decline by amounts commensurate 
with the fall of prices in general. This was a second and po-

11 Other factors were present. More stringent regulations concerning new 
security issues engendered some reluctance -to borrow at one stage. The limi­
tation of new equipment under certain N .R.A. wdes may have been a minor 
contributing factor in a few industrial fields. 
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tent factor contributing to the delayed revival of activity in 
industries making productive equipment. By mid·summer of 
1935 the cumulative effect of stronger consumer demand and 
of an improved relation between capital costs and general 
prices had combined to effect an appreciable improvement in 
this sector. The effects of this improvement were clearly 
evident in the subsequent stimulation of the heavy industries. 



CHAPTER VIII 

CONSUMERS' GOODS IN RECOVERY 

THE War-time advance in prices and the subsequent decline 
of 1920-21 left the prices of finished goods-articles entering 
into capital equipment and goods intended for direct con­
sumption-on a relatively high pIateau_ A variety of forces 
had widened the fabricational margin and raised the real cost 
of finished goods_ Both labor costs and overhead costs were 
maintained at high levels, in relation to pre-War standards. 
It is improbable that this very substantial modification of the 
pre-War situation and of all earlier tendencies would have 
persisted without the aid of fortuitous conditions. already 
noted in Chapter II. Our exports of consumers' goods as well 
as of capital goods during this period were supported in part 
by heavy foreign loans. The funds of American investors in 
foreign securities helped. thus. to sustain the production and 
the prices of finished consumers' goods. Again. speculative 
profits reaped from the expanding values of securities and 
real estate swelled the incomes of consumers. Not all the 
profits actually realized were expended on consumers' goods. 
but important elements of the total went into their pur1:hase. 
Furthermore. taxes were being reduced relatively to the 
swelling incomes of the prosperous groups. Finally. the 
rapidly expanding volume of consumer credit represented 
a new source of purchasing power. The flow of income reach­
ing consumers from the ordinary productive-distributive 
processes of economic life was thus augmented. during the 
'twenties. by important additions. which were essentially 
non-recurring. These additions . were material factors in 

393 
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the maintenance, from 1925 to 1929, of a wholesale price 
level for finished consumers' goods from 5 to 10 per cent 
above the level of general wholesale prices, with a corre­
spondingly enhanced level of retail prices. 

Price and production movements affecting consumers' 
goods during the decline from 1929 to the winter of 1932-33 
resembled those of earlier recessions. Goods ready for con­
sumption suffered smaller declines than did producers' goods, 
and so increased in relative worth. This was notably true of 
manufactured consumers' goods, which in February 1933 had 
a real per unit value 8 per cent greater than in 1929, 14 per 
cent greater than in 1913. This circumstance, together with 
the decline in consumer incomes, Teduced materially the 
volume of goods moving into the hands of consumers. In 
1932 the physical volume of manufactured consumers' goods 
produced was approximately 28 per cent less than in 1929. 
On a monthly basis the decline was even greater. In February 
1933 the output was some 32 per cent less than in July 1929. 

True, the drop in the output of manufactured consumers' 
goods was much less severe than in the production of capital 
equipment or in construction. Indeed, many classes of con­
sumers' goods declined but slightly, and retail trade in many 
lines suffered little loss in volume during even the worst years 
of the depression. It would be easy to conclude that the losses 
in the consumers' goods fields were relatively inconsequential, 
that the depression difficulties originate in and are confined 
to the capital goods industries. But to reason thus would be 
to misread the evidence and, in some degree, to mistake the 
character of the causal relations in a business recession. The 
losses suffered by consumers' goods industries are reflected 
in intensified form in the earlier stages of the productive 
process and in the capital good~ industries. Activity in these 
industries depends ultimately upon the possibility of profit 
in the production and sale of consumers' goods. There are 
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circular relations here, of course. Restriction of investment 
and of employment in the heavy industries reduces the pur­
chasing power of consumers. But there are strong chains of 
causal sequence running from consumers' goods industries to 
capital equipment and producers' goods generally, and these, 
with the amplifications of expansion and contraction that 
accompany them. are important factors in the cyclical move­
ments of business. It would be quite wrong. therefore. to 
conclude that all the forces initiating recession originate in 
the heavy industries because the contractions in these indus­
tries are more sevez:e than those in other economic areas._ 

The reduction brought by the depression in the output of 
consumers· goods proper reflected a major decline in the 
living standards of the people of the United States. It was 
the physical manifestation of the income losses suffered by 
farmers. industrial and clerical workers and others, and of 
the disparate price movements that helped to jam the indus­
trial machine. & among different classes of consumers· goods 
the decliJe in production was uneven. of course. Durable 
consumers' goods (such as automobiles and houses) suffered 
greater declines than non-durable; the output of luxuries fell 
off more sharply than did that of necessities: But with very 
few exceptions all classes of consumers' goods suffered in some 
degree. 

The conditions essential to the restoration of a normal 
volume of production of consume,rs' goods were many and 
complex. Our concern at the moment is with those that are 
directly related to price and cost factors. 

A price readjustment that would raise the aggregate pur­
chasing power of consuming groups was urgent at the low 
point of the depression. Low prices of raw materials and high 
prices of finished consumers' goods served, at once, to lower 
the money incomes of important consuming groups and to 
reduce the volume of goods that the money incomes would 
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buy. Some of the conditions affecting the prices of raw ma­
terials and of fabricated goods have already been touched 
upon. We have seen. in' particular. that the high relative 
prices of finished goods were in part due to reduced volume 
and to the difficulty of lowering overhead costs to the depres­
sion level of general prices. Here we have an example of the 
vicious circle of high prices. with resulting low output and 
sales. and of high costs as a resultant of low volume. Some 
escape from this condition was sorely needed. 

The loss of purchasing power during the depression by 
. producers of raw materials was but a phase of a general de­
cline of the national income. in which all groups shared. 
Between 1929 and 1932 the total national income paid out 
declined appf!>ximately 40 per cent; wage earners and divi­
dend recipients suffered most severely. A real correction of 
the situation of consumers called for the restoration of in­
comes to the pre-recession level. account being taken of 
changes in the prices of the goods for which these incomes 
are spent. This was not necessarily a task of restormg 'equi­
librium' in the economic system. Equilibrium. as a state of 
balance among the various pecuniary quantities equated 
against one another in the distribution of income and the 
exchange of goods. may be effected at anyone of an infinite 
number of levels. What is required for a high standard of 
living is equilibrium at a high level of activity. A central 
problem of recovery. after prolonged depression. is that of 
breaking the pathological balance that prevails at a low level. 
with excess productive capacity co-existing with unemploy­
ment. and substituting for it a balance at which resources are 
more fully utilized and standards of living among all pro­
ducing groups are high. 

When economic activity has fallen to a low level. say with 
high prices and low output on the part of one trading group. 
low prices and high output for another group. a strong stim-
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ulus is needed to break these relations. For, in default of a 
definite push, a correction of these conditions may be long 
deferred. Current buying power is balanced against goods 
currently offered for sale, and since the buying power arises 
from the operations of producing these goods, subnormal 
activity may persist for a long period. A stimulus may come 
from outside the economy. as from heavy foreign orders. or 
from a changed outlook that leads other producers or consum­
ers to gamble on the ultimate realization of more income than 
is then in sight. (Other slowly-germinating internal forces 
may make for ultimate expansion. for the state of balance at 
the low level is not necessarily a long-run balance.) The 
elasticity ,that makes it possible for such a changed outlook 
to affect current trading relations derives. of course. from the 
credit mechanism. which can provide buying power before 
anticipated income is actually realized. Given a stimulus 
arising from one of these sources. price relations may be mod­
ified and equilibrium in terms of a higher physical output 
achieved. 

The problem of breaking the vicious circle of low output 
and low purchasing power has another important aspect. In 
a money economy a large portion of the sums that represent 
disbursements of purchasing power on the one hand repre­
sents costs on the other. Salaries and wages on the producers' 
account books are costs. and must be covered by receipts from 
the sale of goods produced. If we could ignore the time lag 
involved we might say that in a completely closed system. in 
which disbursements representing costs of production went 
to precisely the group of persons who constitute the final mar­
ket for the goods produced. whether costs (and related prices) 
stood on high or low levels would be a matter of indifference 
as regards the current movements of goods. But when the 
diSbursements go to a smaller group than those who buy the 
products. or a different group. the-relative levels of costs and 
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of prices may be of profound importance. For the prices 
necessary to cover higher disbursements may be too high, in 
relation to the curren,t income of the consuming group at 
large. Under these conditions an advance in costs and in 
prices may reduce the physical volume of goods sold, o~ 
impede expansion. Because buying and producing groups for 
the major classes of commO,dities are not identical, in a mod­
em economy, such discrepancies as we have recently wit­
nessed between costs and prices on the one hand and current 
income on the other may develop. (Time differences enter 
as well, as factors making for discrepancies.) In the ultimate 
equations of trading relations these discrepancies are offset 
by adjustments in quantities, downwaid adjustments that 
mean seriously reduced living standards. Here are conflicting 
requirements to be reconciled somehow in the process of 
recovery-augmented purchasing power, on the one side, 
costs and prices adjusted to the lower money incomes of con­
suming groups at large, on the other. Our survey of the for· 
tunes of consumers during recovery must therefore include 
reference to those phases of the recovery program that bear 
upon the cost side of producer-consumer relations. 

Among the problems of recovery we should note, too, the 
situation created by the virtual disappearance of the non­
recurring elements that had bolstered current purchasing 
power during the expansion of 1922-29. The making of for­
eign loans by American investors had practically ceased, and 
the stimulation of the markets for consumers' goods that had 
come from this source was gone. Speculative profits had been 
very greatly reduced. Indeed, capital losses doubtless served 
in some degree to reduce current income available for the 
purchase of consumers' goods, so that an actual negative fac­
tor was introduc;ed. Finally, those important additions .to 
current buying power derived through tapping a greatly ex­
panded reservoir of consumer credit, were greatly reduced. 
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Of course, recovery held possibilities of new additions to 
purchasing power from all these sources, but these possibili­
ties did not look very bright at the low point of the depression, 

Another problem arises out of this last condition. One 
important characteristic of post-War expansion was the per­
sistence of high prices for goods ready for final consumption; 
by all earlier standards the costs to consumers of the services 
of fabricators were high. Recession accentuated the high cost 
of living in general and the high prices of consumers' goods 
in particular, but it is important to recall that these costs and 
prices had been high prior to the recession. We have nQted 
one reason why a high volume of production and relatively 
high standards of living were possible under these pre­
recession conditions. Abnormal and non-recurring elements 
swelled the current incomes of important consuming groups 
during the unusual conditions of post-War prosperity. The 
disappearance of these elements raised a. real question 
whether even pre-recession price relations might allow a 
restoration of the volume of production we had known at 
the height of the expansion of the 'twenties, This question 
will be before us in the discussion of recovery. 

The problems of recovery and the conscious program of 
recovery in terms of which the Administration acted from 
1933 to 1936 centered in a very real sense about the consumer. 
Perhaps the most critical question was whether the incomes 
of consumers at large could support an expanding volume of 
activity under the price and cost conditions inherited from 
the depression, as modified by the steps being taken under 
the programs of industrial and agricultural recovery. Mone­
tary measures, modifications of wages and hours in industrial 
and commercial enterprise, anti-price cutting efforts, the 
authorization of trade agreements among competing pr<>­
ducers, the restriction of agricultural output· and the levying 
of processing taXes for the purpose of restoring a pre-War 
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price parity among agricultural and other producers-all 
these affected the purchasing power of consumers, in some 
respects adversely, in some respects favorably. Some of these 
have been discussed in preceding pages. We tum now to the 
price record. 

PRICE CHANGES AMONG CONSUMERS' GOODS 

In following the price movements of recovery, as they 
affected consumers' goods, we shall deal with changes in per 
unit worth (purchasing power) as well as with actual prices. 
The changes brought about by recovery are shown against 
the background of recession in Tabl~ 54, 

During the first five months of rapid advance in geneIaI 
prices, manufactured goods ready for use by the final con· 
sumer, which were relatively high priced at the low point of 
depression, lagged. Their prices advanced 10 per cent, while 
the general average for all commodities rose 17 per cent. Raw 
consumers' goods leaped upwards 24 per cent. Over the next 
ten months the rise in the general price level was much 
smaller. Among goods ready for consumption raw materials 
declined in price, processed goods continued to advance. 
Drought and crop scarcity gave a further fillip to raw con· 
sumers' goods in the summer of 1934; the next year and a 
half brought a slight net decline in their prices. Crop condi· 
tions in the summer of 1936 stimulated a rise to a new high 
level. The price of processed consumers' goods, however, 
showed no net change from September 1934 to June 1936, 
and for all consumers' goods the rise amounted to less than 
one per cent, 

Chief interest attaches to these changes in relation to ear­
lier standards, and in terms of per unit purchasing power. 
At the low point of the depression raw consumers' goods were 
some 10 per cent undervalued, with reference to July 1929 
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TABLa '54: 

RECOVERY IN THE PRICES AND PURCHASING POWER. 
OF CONSUMERS' GOODS, JULY '_JUNE '936 

A. MOYEIIEN'IS OF Waou;soUlt Paled 

I.u, Feb. I.u, Oct. M., Sept. M., D«. Apr.lmoe 
I9Q9 19JJ z9J~ 1933 1934 19J1 1935 19J5 1936 19J6 

RECESSION AND RECOVERY 
CoIlSUllU:l5' goods. all .00 lit 73 76 77 S. lit 85 S. Sa 

Raw '00 56 6g 67 67 74 7" 75 7' 77 
Pte .00 66 75 ,s 80 as 87 88 tis 85 

All commodities .00 h 7" 74 77 8. 85 lit Sa S. 
RECOVERY 

Comumcn' goods. all .00 115 ,,8 '20 126 ·SO '$2 128- •• S 
Raw .00 '24 .20 .20 '$2 .. 8 '5' '27 '58 
1'1 1 

.00 110 "7 '20 125 'SO '$2 •• 8 .25 
All commodities '00 117 .11 .25 '5' 'M '55 'M '$2 

B. CHANGEs IN PER UNIT Pt1RCIIA5INC POWEll 

I.u, Feb. I.u, Oct. M., Sept. M., D«. Apr. June 
1929 19J3 1933 1933 19}1 19J4 1935 19J5 1936 1936 

RECESSION AND RECOVERY 
COnsum ... • goods. all .00 '04 .00 '00 '00 .0. .0. '02 .00 .00 

Raw .00 9" g6 9" 87 9" 86 88 86 94 
Processod .00 .08 .02 '05 '04 '05 '04 '05 '04 .02 

All commodities .00 .00 .00 .00 .00 .00 .00 .00 .00 .00 

RECOVERY 
Consumers" goods. aU .00 g6 !11 g6 !11 !11 !11 g6 g6 

Raw .00 .06 • 00 g6 .0 • 95 !11 95 '04 
Processod .00 94 !11 g6 g6 !11 g8 g6 95 

All commodities .00 .00 '00 .00 .00 .00 .00 .00 .00 

relations, while the real per unit worth of processed consum­
ers' goods was about 8 per cent higher. By June 1936 the 
index of per unit worth of raw consumers' goods had advanced 
to 94; that for processed consumers' goods had fallen to 102. 
The index of per unit purchasing power for all consumers' 
goods had declined from 104 in February 1933 to 100 in 
June 1936 (the base of reference .is July 1929). In so far as 
price relations at wholesale define consumers' positions (that 
is, in so far as no increase occurred in the price margins of 
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retailers), the adverse buying position in which consumers 
had been placed during the recession had been corrected by 
the early summer of 1936: 

But the 1929 standard is not altogether satisfactory for use 
in appraising market relations. Consumers' goods had been 
relatively high priced during the entire post~War expansion. 
We shall do well, therefore, to refer the price changes of 
recovery to a pre·War base (Table 55). 

TABLE 55 

PRICES AND PURCHASING POWER OF CONSUMERS' GOODS, 
'9'5-'936 

Jul, Feb. Jul, Oct. Ma, Sept. Ma, Dec. Apr.June 
'9'J '929 '9JJ '9JJ '9JJ 19J4 19J4 '9J; '9J; '9J6 '9J6 

INDEX NUMBERS OF WHOLESALE PRIcr,s 
Consumers' goods. 

all .00 .6. '04 117 10- lOS '3' '35 '37 '3" '35 
Raw .00 '7" 96 119 116 115 107 103 106 10. '33 
Processed .00 '59 .06 117 104 107 '3- '38 '40 'S5 '35 

All commodities .00 '50 91 .08 "' 115 10' '24 lOS 105 10-
INDEX NVMBERS OF PER UNIT PURCHASING POWER. 

Consumers' goods, 
all. .00 .08 "' .08 .og .08 .08 .08 .og .08 .08 

Raw .00 115 '04 110 .04 .00 '05 99 .0. 99 .08 
Processed .00 .06 "4 .08 '" 110 110 II. II- 110 .08 

AU commodities .00 .00 .00 .00 .00 .00 .00 .00 .00 .00 .00 

For the present purpose the measurements of purchasing 
power changes are probably more significant than the whole­
sale price index numbers. An advantage of 8 per cent in 
per unit worth, which consumers' goods enjoyed in July 
1929, was increased to I2 per cent at the low point of the 
depression. This stood again at 8 per cent in May 1934 and 
in June 1936. The general post-War advantage persisted, but 
the special gains of the depression had been erased. During 
depression and recovery, however, the relations between the 
raw and processed components of the group of consumers' 
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goods shifted notably. Raw materials ready for consumption 
lost a differential advantage of 15 per cent, which they had 
enjoyed in July 1929, and were restored by April 1936 to 
approximate pre-War parity with commodities in general. 
A sharp rise in the second quarter of 1936 created a dif­
ferential of 8 per cent. The per unit purchasing power of 
processed consumers' goods was slightly increased, the pre­
recession advantage of 6 per cent, on the 1913 base, being 
raised to 8 per cent, iri June 1936. The striking post-War 
phenomenon of high-priced consumers' goods, persisted, at 
the last date here shown. 

The general picture of the market position of consumers 
may be clearer if we bring together index numbers relating 
to three main classe& of consumers' goods (Table 56). The 

TABLE 56 

PER UNIT PURCHASING POWER, AT WHOLESALE, OF THREE 
CLASSES OF CONSUMERS' GOODS, 1913-1936 

July Feb. July Del. May Sep •• May Dec. Apr. June 
1913 1929 19)3 193J I9JJ 1934 19J4 19J5 19J5 1936 1936 

AU consumers-
goods 100 1114 100 101 100 101 101 101 100 100 

Raw materials 
r<ady for 
consumption 
(foods) 100 go 96 go 87 91 86 88 88 94 

I'rooossed foods 100 96 9 1 go 9 1 96 105 106 101 g8 
Processed DOD-

foods 100 "9 lIO lI8 "4 106 105 '114 106 106 

All consumenf 

goods 100 loB ". loB log loB 108 108 log loB .oB 
Ilaw materials 

.... dy for 
consumption 
(foods) .00 lI5 1114 lIO .'114 '00 105 99 10. 99 loB 

I'rooossed foods 100 101 g8 94 91 94 100 108 log 1114 100 

Processed DOD-

foods 100 III 131 10, ", 127 110 "5 lI6 lI8 lI8 
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measurements relate to changes in the average per unit pur­
chasing power of goods in each class. as well as all consumers' 
goods. In preparing this table the price index numbers for 
the several groups have been dell.ated by an index of general 
wholesale prices. 

At the depression low the two food groups were below their 
pre-recession price parity with commodities in general; fin­
ished non-foods were well above. The net result of recovery 
up to June 1936 was somewhat to enhance processed foods 
and food products ready for consumption in raw state (e.g .• 
milk and dairy products, and vegetables) and to bring proc­
essed non-foods closer to parity with other commodities, al­
though they were still above the average. Some shifts oc­
curred also with reference to the 1913: situation. Prices of 
consumers' goods were 8 per cent above 'all commodities' in 
June 1936. at substantially the July 1929 level of purchasing 
power. Processed food products stood on a parity with gen­
eral wholesale prices, and well below the general level of 
consumers' goods prices. Above these, and contributing to 
the relatively high prices of consumers' goods in general. we 
find food products ready for consumption in raw state. 
Processed non-food products constituted the most high-priced 
element of the consumers' goods group. In real worth per 
unit these goods stood 18 per cent higher than in 1913. 

The general high level of fabricational costs was one rea­
son for this condition. (Quality changes account in part for 
the advance in the prices of manufactured non-food products. 
as has been pointed out elsewhere.) Processing taxes on im­
portant agricultural products had constituted another force 
making for high prices to consumers up to the end of 1935. 
Also. crop reduction and drought had served to limit the 
supply and to enhance the prices of agricultural products 
subject to processing before being ready for use. Raw con­
sumers' goods were not affected in the same degree. The net 
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result of all these' forces was to raise the prices paid by con­
sumers, and, correspondingly, to impede an expansion in 
the volume of goods that consumer incomes might purchase. 

l.ivJNG CoSTS AND RETAIL PRICES 

For certain classes of goods we have records of changes in 
the prices paid directly by various classes of consumers. These 
are brought together in· Table 57, in comparison with mea­
surements-of price changes at wholesale. Between February 
1933 and June 1936, while the general index of whoLesale 
prices rose 32 per cent, and wholesale prices of consumers' 
goods rose' 28 per cent, the three retail price index num­
bers here cited advanced by amounts ranging from 20 to 36 
per cent. The rise in retail food prices exceeded the advance 
in the general index of wholesale prices, a most unusual con· 
dition in recovery. The index of living costs of industrial 
wage earners, which includes such stable elements as rent, 
in addition to food and other retail prices, rose 12 per cent. 
These were very substantial advances to have occurred over 
three years, and represented material increases in the prices 
paid by final consumers. But we may judge their significance 
better if we review them against earlier bases. 

The gains of recovery left living costs of industrial wage 
earners and prices paid by farmers some 20 per cent below 
their 1929 levels. Here they stood roughly on a level with 
wholesale prices in general. Retail food prices and prices of 
clothing and home furnishings were, respectively, 22 and 26 
per cent below their 1929 levels. But if the standard of refer­
ence be 1913, far greater differences are revealed. In June 
1936 the wholesale price index was 22 per cent higher than 
in 1913. Consumers' goods, at wholesale, were 33 per ~ent 
higher; prices paid by farmers wen! ~o per cent higher; living 



TABLE 57 t 
LIVING COSTS OF INDUSTRIAL WAGE EARNERS AND CERTAIN RETAIL PRICES. 1915-'9S61 en 

July Feb. July Oct. May Sept. May Dec. A.pr. June 
I9IJ 1939 '9JJ '9JJ '9JJ '9J4 '914 '9J5 '9J5 '9J6 '9J6 ..., 

Cost of living. industrial wage ~ earners .00 "'4 ''''1 .06 'Q8 110 111 110 "' n 
Relail food prices 100 .ag 116 119 115 'SS '84 ,so IS6 1:1 Relail prices of clothing and .... 

home furnishings. in large de· Z 
partment Itores .00 .09 "5 117 116 "S 126 106 116 ~ 

Prices paid by farmen for liv· t>l 
ing and production 100 .06 115 100 105 116 u. 100 100 n 

Consumen' goods, at wholesale 100 I1S 118 110 106 ,so lSI .. 8 118 1:1 en 
All commodities, at wholesala .00 "7 III 115 's' 'S4 IS5 ISS 'S' .... 

0 
COlt of living, industrial 

Z 
wage 

~ earners 100 74 77 79. 78 80 81 8, 81 8, 
Retail food prices .00 58 6S 67 69 71 76 77 75 78 
Retail prices of clothing and 

f!: home furnishings, in large de-
partment Itores .00 • 59 64 74 75 74 7- 74 74 74 n 

0 Prices paid by farmers for living 

~ and production 100 66 7" 76 . 79 81 8S 80 79 79 
Consumers' goom. at wholesale 100 64 75 76 77 81 84 85 8, 8_ 
All commodities. at wholesale 100 6. 7· 74 77 81 85 54 8. 8_ 



Cost of living. indwtrial wage 
earners 

Retail food prices 
Prices paid by farmen for living 

and production 
Comumen' goods, at wholesale 
All commodities. at wholesale 

1 Por sources see footnote .I'. p. 149. 
31 October 1929. 

100 
100 

100 

100 

100 

Jul, Feb. 
1929 '933 

'74 118 
169 97 

151 100 
161 104 
'50 91 

Jul, Ocl. Ma, 
'933 '933 '9U 

184 187 186 
106 III 116 

106 115 120 
"7 111 115 
loB III "5 

Sepl. May Dec. Apt". June 
'934 '93' '93' '936 '936 

189 '4' '41 '4
' 

'48 
111 119 180 126 '8' 

n 
115 116 III 120 110 0 
181 185 187 181 188 Z 

'" 111 114 115 128 '" c::: 
~ 
I"l 

~ 
~ 
0 
0 
t:I en 
.... 
Z 

~ 
0 
<: 
!=l 
>< 
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costs for industrial wage earners were no less than 43 per 
cent higher. 

Here, again, we have evidence confirming the general con­
d usion reached at an earlier point. Three years of recovery 
had done much to wipe out the price disparities which, with 
reference to a 1929 standard, prevailed at the low point of 
the depression. By June 1936 the prices paid by consumers 
were not so far out of line with the prices of other goods as 
they had been in February 1933. But many important price 
relations were still far removed from those prevailing in pre­
War years. The whole era of post-War prosperity had been 
marked by some highly novel price relations. Among the 
most striking were the high prices of most-consumers' goods. 
The expansion of the 'twenties was characterized by rela­
tively high production costs, relatively high prices to con­
sumers for finished goods.' Paralleling these conditions, and 
making possible a heavy volume of construction and of trade 
in spite of them, there existed a relatively heavy pressure of 
investment funds and of consumer purchasing power-pur-

1 In drawing this general conclusion we must note the limitations of the 
data upon which it is based. It is difficult to measure accurately changes in 
retail prices and in living costs, because of the wide diversity of quotations 
and the importance of non-standardized products among retail goods. These 
difficulties are intensified as the period covered by the measurements in­
creases. The two decades covered by tbe present records were marked by 
important changes in living habits, and in the character of the goods enter­
ing into the annual budget of the average consumer. Finally. many of the 
durable goods which were being bought in greater quantities by consumers 
had been greatly improved in quality. But in spite of these limitations upon 
the available measurements. the evidence of a general post-War advance in 
the cost of goods to consumers, as compared with pre-War standards. is 
very strong indeed. A great many pi-eces of evidence. relating to diflerent 
markets and different activities. re-enforce one another in indicating a 
general advance in fabricational margins. and in construction casts. To these 
we must add the advance in taxes through which higher governmental ex­
penditures were financed. The result. appear in the prices charged final ClOn­
sumers for the goods they bought. 
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chasing power augmented by distinctive factors peculiar to 
.the period of post-War prosperity. 

Further questions of central importance remain. therefore. 
If. in 1936. pre-recession relations between consumers' goods 
at wholesale and retail and general commodity prices had 
been virtually re-established. was that enough to facilitate the . 
movement of goods. in volume. into consumption and use? 
Or are we to judge from the earlier standards of reference. 
which indicate that 1936 prices to consumers for finished 
goods and for the goods and services that enter into ordinary 
household budgets remained at levels so high as to impede 
the maintenance of full employment and production in 
American industries? Definitive answers to these questions 
can be given only by the record. which is stilI to unfold. No 
one may say. in advance of the test of experience, whether 
pre-War group prices define relations that have significance 
today. or. indeed. whether pre-recession relations constitute 
a basis for the restoration of employment volume and the 
elevation of living standards. The economic system operates 
under diverse conditions, not under one set alone. Further­
more. comparisons of group prices. particularly those in­
volving finished goods. are complicated by changing quality. 
But the questions raised are pertinent to a review of the 
economic situation in 1936. We may throw some light on 
them by a survey of the changes brought by recovery in the 
incomes and purchasing power of major consuming groups. 

PURCHASING POWER OF CONSUMING GROUPS 

Adequately to measure the changes of the last several years 
in the purchasing power of consumers we should have a 
complete record of alterations in the volume and distribu­
tion of the national income. The available figures. while not 
all-inclusive. enable us to follow some of the general move-
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ments of the period. In doing so it will be advisable to dis­
tinguish relief and benefit payments and similar disburse­
ments from income arising out of the normal productive and 
distributive processes of the economy. 

The factors affecting the volume of purchasing power avail­
able to consumers over a stated interval are numerous. and 
are. of course. closely related to the circumstances condition­
ing productive processes. If we here seem to treat the pur­
chasing power factors as independent. and trace the possible 
effect on production of changes in monetary incomes received. 
it is for convenience of exposition rather than because the 
spending operations of consumers are considered to be an 
independent force in the processes of economic life. 

A general account of the changes brought by recession and 
depression in the income and aggregate purchasing power of 
American consumers has been given in Chapter III. We there 
noted declines from 1929 to 1933 of approximately 43 per 
cent in labor income. 38 per cent in property income. and 46 
per cent in entrepreneurial income. The fall in total income 
paid out amounted to some 43 per cent. The decline in phys­
ical volume of consumers' goods produced and sold. over 
the same period. was less. of course. The prices paid by con­
sumers were reduced somewhat. and the proportion of the 
national income expended for consumers' goods increased. as 
always in periods of depression. Making allowance for these 
factors. we estimated a decline of approximately 23 per cent. 
in the actual purchasing power of consumers between 1929 
and 1932; to 1933 the decline amounted to 25 per cent. 
Among the elements of this total. farmers and industrial wage 
earners suffered most severely. The total purchasing power 
of farmers. including expenditures for productive purposes. 
dropped by about 36 per cent. to 1932 (the low year for 
farmers); the aggregate purchasing power of farmers' net 
income. plus wages paid to farm hands. declined more than 
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55 per cent. (If account were taken of that portion of the 
farmer's living that comes directly from the farm in the 
form of home-grown produce, etc., the farmer's actual losses 
during the depression would not appear to be so heavy;) In­
dustrial wage earners, for whom income also reached its 
lowest point in 1932, suffered a decline of from 45 to 50 per 
cent in aggregate purchasing power, Unemployment, as well . 
as reduced hours and reduced wage rates, contributed to this 
loss. . 

The story is carried forward by the estimates of the United 
States Department of Commerce (Table 58.) Alt40ugh 
monthly records show a pick-up after the low of early 1933, 
the total income figures for that year are below the level of 
1932. Excessively poor conditions in the early months counter­
balanced the gains of the later months. But 1934 and 1935 
brought advances for practically all groups of income re­
cipients (interest payments alone declined slightly). These 
gains, for certain producing groups, have been discussed in 
preceding mapters. Our present interest is in the broader 
manges of income, as these affected consumer purmasing 
power at large. 

The gain from 1933 to 1935 in income paid out amounted 
to more than eight and one-half billion dollars, or 19 per 
cent of the 1933 total. Of this gain some six and one-half bil­
lions served to increase labor income (which here includes 
both wages and salaries), over one billion took the form.of 
'entrepreneurial withdrawals' (by farmers and other inde­
pendent operators), while the remaining gain of almost one 
billion was divided between dividends and rents and royal­
ties. 

These gains left total income paid out, in dollars, approxi­
mately 32 per cent below that of 1929. Industrial wages proper 
fell mum more-about 41 per cent-although total payments 
for personal services declined only 30 per cent. Work relief 



TABLE 58 

NATIONAL INCOME AND ITS ELEMENTS. UNITED STATES. '9.g-'935 

EsnMATES OF NATIONAL INCOME PAID OUT, BY TyPES OF PAYMENT 

'929 '9J' '9JJ '9JI 
(millio .... of dollars) 

'9JJ z929 '9J" '9JJ '9U '9J' 
(percenta,e 0' '929) 

Total income paid out 78.63' 48.36• 44.940 50,178 53.587 100.0 6'·5 57·' 63.8 68 •• 
Labor income 5'0487 50,910 090400 ".508 a6p57 .00.0 60.1 57·' 65·' 70.0 

Salaries (selected industries) 1 5.663 !.387 3.048 8.150 304'7 .00.0 59.8 53.8 574 60·3 
Wages (selected indu.tries) 1 '7,'97 7,0', 7,189 80944 10.149 100.0 40.8 4 •. 8 50.0 59.0 
Salaries and wage. (all other 

industria) 07;6go '904'7 '7059' 19.046 10~175 100.0 70.1 63·5 68.8 7".9 
Work relief waga a 0'9 •• ,89 .. ,., 
Other labor income 937 ',099 973 • 8g9 1,005 .00.0 "7·3 108.8 95·9 ·°7·' 

Property income I 11.118 70960 0.9tig 7.211 7.,03 '00.0 71.1 62.1 6403 65·' 
Dividends 5.964 1,754 2.208 '.549 1~880 100.0 46 .• 37.0 4'·7 47-5 
Interest 5.104 40975 4691 46tig 40422 .00.0 97-5 go.o 89·5 86.6 

Entrepreneurial withdrawal. 11.508 7·99' NoG 8,052 8.701 100.0 63·9 584 6404 69.6 
Net reotl and royalties 304'4 '047!' 1,245 1.582 1'j526 100.0 4'·9 ,64 404 44.0 

SOURCE: SUnJe'Y 0/ Cu"ent Business, July 1986. p .• 6 

.... -.. 
~ 

~ a 
z 
~ 
~ 
~ 
~ 

81'l:o<-Ilncluda mining, manufacturing. construction, steam railroads. Pullman. railway express, and water transporta· LA, 

tion. 
a Includa pay roUs and maintenance of Civilian Conservation Corps enrollees and pay rolls of Civil Works Adminis~ 
tralion, Federal Emergency Relief Administration and Works Progress Administration work projectl plus adminis· 
tralive pay rolls outside Washington . 
• Induda nel balance of international flow of property incoma. 
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wages, amounting to more than ',300 million dollars in '935, 
made up an appreciable portion of total labor income. 

The declines in the purchasing power of the various groups 
of income recipients were smaller, of course, than the drops 
in money income, since the prices of goods purchased de­
clined. A comparison of relative changes in the money in­
come and the aggregate purchasing power of three such . 
groups is afforded by the measurements in Table 59. 

TABLE 59 

LABOR INCOME. PROPERTY INCOME AND NET FARM INCOME. 
WITH ESTIMATES OF CHANGES IN PURCHASING POWER. '909-'935 

Labor income 1 

Millions of dollars 
Relative numbers 
Cost of living 
Index of purchasing power 

Dividends and interest 2 

Millions of dollars 11,218 

R.elative numbers 100 

Estimated cost of goods purchased 8 100 

Index of purchasing power ,00 

Farm income 
Millions of dollars [cash income 

less current (operating) ex· 
pendi,uresj' 6.084 

R.elative numben 100 

Cost of capital equipment and 
repairs and of goods purchased 
for family maintenance a 100 

Index of purchasing power. cash 
income 100 

Index of pbysical volume of 
farm. products consumed on 
farms IS 100 

Index. of purchasing power of 
cash income [less current 
(operating) expenditures] plUS 
farm. products mnsumed on 
farms , ... 

5°.920 

60 
8. 
74 

7.g80 

7' 
8. 
88 

73 

39 

.00 

5' 

'9JJ 

290410 

57 
76 
75 

6.g69 
60 
77 
8. 

75 

.00 

72 

'9J4 

33.508 
65 
79 
80 

7.a11 
64 
80 
80 

8. 

.00 

8 • 

'9J5 

80 

93 

.00 
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TABLE 59 (cant.) 

LABOR INCOME, PROPERTY INCOME AND NET FARM INCOME, 
WITH ESTIMATES OF CHANGES IN PURCHASING POWER, 192!)-1985 

Farm income (cont.) 
Millions of dollars (cash income 

1929 I9J2 '933 '934 '93S 

less operating and capital ex-
penditures) • 4.890 t0478 a.5a5 8.288 8.8ti9 

Relative numbers 100 80 52 66 79 
Cost of good. purchased for 

family maintenance" 100 68 6g 77 78 

Index of purchasing power. net 
cash income 100 44 75 86 101 

Index of physical volume of 
farm. products consumed on 
farms 100 _100 100 100 100 

Index of purchasing power of 
net cash income plus farm 
products consumed on farms 8 100 57 81 6g 101 

Ilncluding work relief wages, certain miscellaneous labor income (such as 
pensions). and the wages of farm. bands. Original data published by the 
Department of Commerce (see Su"'ey of CUf'Tent Business, July 1956). 
'Including net interest on farm mortgages. These data are also those of the 
Department of Commerce . 
• Secured by averaging the cost of living index of industrial wage earners 
and an index of the prices of capital equipment and construction, with 
weights of 9 and 1 respectively (see National Bureau Bulletin ,9, by Simon 
Kuznets. May 4. 1986. p. 24) . 
• See Table So. 
a Computed by the National Bureau from indexes published by the Depart~ 
ment of Agriculture. 
is The data indicate that there was some increase during the depression in 
the volume of farm products retained for consumption on the farm. For the 
present purpose it seems well to lean towards the side of conservatism. and 
assume a constant volume of such consumption. If there were an increase. 
the indexes of real farm income would be higher than those given in 
Table 59. 
T Cash income weighted 6.084 and commOdity income weighted 1.514. These 
weights are derived from the 1919 dollar values of the respective types of 
income. 
S Cash income weighted 4.8g0 and commodity income weighted 10524. See 
footnote 7. 



CONSUMERS' GOODS IN RECOVER1c' 4'5 

The magnitude of the decline in the national income from 
1929 to '932 has already been noted. The estimates in Table 
59 indicate drops in real income of approximately 26 per 
cent for recipients of wages and salaries, 12 per cent for re­
cipients of dividends and interest, and from 43 to 49 per 
cent for farmers. (The figure 49 relates to the decline; in 
real income, including income spent for capital equipment 
arid repairs; the figure 43 relates to real income after payment 
of costs of capital equipment and repairs. Operating costs 
are deducted from cash income in securing both figures.) The 
purchasing power of labor income began to increase in ,1933; 
by '935 the aggregate was only '4 per cent less than in '929. 
The total real income of recipients of dividends and interest 
continued to decline; in '935 it was 21 per cent less than in 
1929.' Real farm income, both that which includes and that 
which excludes sums spent on capital equipment and repairs. 
climbed sharply from 1932 to '933. and continued to advance, 
though at a lower rate. from '933 to '935. By 1935 the pur­
chasing power of the net cash income of farmers. plus farm 
products consumed on the farm. approximately equaled the" 
'929 aggregate. The figure is smaller (94L if we include in 
the income of farmers sums spent on capital equipment and 
repairs.-

2 These figures amceal quite divergent movements of the two elements of the 
total. Chaoges in the aggregate purchasing power of dividends and interest. 
separately. are shown below. In each case total money income has been 
divided by the index of estimated cost of goods purchased by these income 
recipients, as given in Table 59. 

Dividends 
In ...... t 

Index 6f aggregate purchasing pOflJe'f' 
1929 19J~ z9JJ 1934 z9J5 

100 57 4B 55 58 
100 110 II, 111 106 

lIt is difficult to prevent over~lapping and to secure truly comparable 
figu .... lor the dilferent economic groups rep ..... nted in Table 59. In esti­
mating die true profit and loss account of American farmers. :rent and depre-
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Various forms of emergency income added substantially to 
the purchasing power of consumers during recovery. These 
included unemployment relief from Federal and other 
sources. disbursements of the Civil Works Administration. 
the Federal Emergency Relief Administration and the Works 
Progress Administration. pay rolls of the Civilian Conserva· 
tion Corps. pay rolls of projects financed by the Public 
Works Fund and the Reconstruction Finance Corporation. 
and rental and benefit payments to farmers. Relief payments 
proper. which included all the emergency items listed above 
except the last three. amount to some 300 million dollars in 
1932. to about 900 million in 1933. and to almost 2.000 mil­
lion in 1934. Such payments amounted to'less than 1 per cent 
of the national income in 1932. about 2.2 per cent in 1933. 
and about 4.0 per cent in 1934. Total emergency income 
disbursed in 1934 amounted to approximately 5.2 per cent 
of the total national income. Relief disbursements continued 
at an accelerated pace in 1935. In that year relief payments 

clation charges. as well as the various current expenditures deducted in 
deriving the figures in Table 59. should be deducted from cash income. If 
this be done. the remaining cash income available as a return on farm 
operators' labor. capital and management is smaller than the net cash income 
given above. If this smaller figure be 'deftatcd' by an index of prices paid 
by fanners for goods used in family maintenance. and the result be combined 
with a measure of volume of farm. products retained for consumption on the 
farm, we have srill a third measure of the 'real income' of farmm. The 
inde;" numbers follow: 

1929 19}2 1933 1934 193' 
.00 4' 7" 8. 99 

The deRated cash figures (Plus farm products consumed on the farm) which 
are given in Table 59 are probably more directly comparable than are these 
with the income figures for other economic groups. But in a proper account­
ing of the position of American fanners depreciation charges should be 
induded. Even when this is done. the J9!5 position of farmers represents 
a great advance over 1932 -and substantial equality with the pre·recession 
level. 
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other than rental and benefit payments to farmers came to 
approximately 2400 million dollars. Payments to farmers 
totaled 498 millions. Total emergency Income amOlInted to 
about 5.4 per cent of the national income paid out. Such 
income continued to provide a substantial portion of the 
buying power of American consumers.' It is a significant fact 
that although national income increased substantially from 
1933 to 1935, emergency disbursements increased more 
rapidly. 

OUTPUT OF CONSUMPTION GooDS 

Records of the actual production of goods ready for con­
sumption provide us with another means of estimating the 
degree of recovery in the purchasing power of consumers. 
Although the available records do not include all goods and 
services for which consumers' incomes are spent, we have 
fairly comprehensive index numbers of the output of manu­
factured consumers' goods. These are given by years in 
Table 60, with comparable index numbers of the output 
of manufactured producers' goods. 

While the output of goods for capital equipment and con­
struction materials was declining 68 per cent, from 1929 to 
1932, the volume of manufactured consumers' goods pro­
duced fell 30 per cent. The latter figure is probably some­
what greater than the actual decline in the total purchasing 
power of consumers. Important classes of commodities not 
passing through a manufacturing stage and all types of ser­
vices are omitted, of course." The next three years brought 

"To the extent that the methods of financing these relief payments by 
governmental agencies have reduced current purchases by other consumen, 
the relief payments listed above represent ~o net addition to the purchasing 
power of consumen at large. .. 
a The output of non-manufactured. consu~p?on goods is measured by the 
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TABLE 60 

PRODUCTION OF MANUFACTURED GOODS. 1929-1985' 

Z9~9 z9J~ '9JJ '9J1 '915 
Goods destined for human consumption 100 7· 77 79 91 
Capital equipment and construction materials 100 S2 38 46 56 
Producers' fuels 100 6g 78 79 86 
AIl manufactures 100 57 6S 68 78 

1 I am indebted to my associate Charles A. Bliss for these index numbers. 
They are constructed from data of the Census of Manufactures. Figures for 
1932, 1934 and 1935 are estimates based on Census data. See "Production in 
Recession and Recovery", Bulletin J8, National Bureau of Economic Re­
search. The reader should note that these index numben are based upon a 
somewhat larger sample than are the indeX numbers ~sed in deriving 
measurements of changes in prices and costs in manufacturing industries. In 
1933 data from 110 industries were used by C. A. Bliss, as against 82 in the 
other production index. 

an increase of 30 per cent in the volume of consumers' goods 
manufactured, raising it to within 9 per cent of the 1929 
level. The index exaggerates the advance, as it did the de­
cline, but there is here clear evidence of substantial improve­
ment in the general standard of living. The processes of re­
covery, plus the emergency expenditures of the government, 
had brought the aggregate volume of manufactured consum­
ers' goods close to the pre-recession high and, in fact, above 
the level of ten years ago. The economic significance of this 
advance is of course clouded somewhat by the presence of 
substantial relief payments in consumer income. The gain 
from 1932 to '935 in the production of goods for capital 
equipment and construction materials was greater than for 
consumers' goods, but the 1935 output of non-consumption 
goods was much lower. relatively to ·earlier standards. 

index numbers below. These indexes. constructed by the National Bureau, 
include tne production of ~its and vegetables, milk, poultry products. fish, 
and coal and other ~e1s. 

'929 '9J2 '93J '9J4 '935 
100 105 loa 104 105 
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These shifts may be followed in greater detail over part of 
the period of recovery by means of the monthly records of 
the output of manufactured consumers' goods.- The rela· 

Comum~' ~. UdDubaund 
Producers" goods. manufactured 
All UdDubctures 

Ju/y Feb. Ju/y Oct. M." Sept. Dec. Dec. 
'92 9 '933 '933 '933 '934 '934 '934 '935 

.00 68 86 73 8. 84 85 94 

.00 39 77 53 6. 43 58 80 

.00 49 80 60 69 58 67 85 

tively steady gains since early 1933 in the production of 
consumers' goods stands in contrast to the extreme fluctua'­
tions among producers' goods. By December 1935 the oqtput 
of manufactured consumers' goods was only 6 per cent below 
the July 192.9 peak. Excluding automobiles, the production 
of which was subject to special influences in the closing 
months of 1935, the index stands at go, 10 per cent below 
the base month. With or without automobiles, the produc­
tion of consumers' goods exceeded the 1923-25 average, and 
was within striking distance of the pre-recession volume. 

THE CONSUMER IN RECOVERY 

In this chapter we have surveyed changes of two general 
types affecting the flow of goods to final consumers-changes 
in the prices of goods bought by consumers and in the volume 
of purchasing power available to important economic groups. 
The findings in respect of price movements indicated that 
consumers in 1936 were approximately where they were in 
1929. The worst disadvantages of the depression had been 
corrected, in so far as we may judge from group averages, and 
the prices of consumers' goods stood on a general pre-reces· 

Ilndex numbera c:omtructed by Y. S. Leong; published in the Journal 01 
the American Statistical Association, June '935, pp. 37 ..... Dr. Leong bas 
O)urteously provided us with preliminary _figures for 1955. 
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sion parity with the prices of commodities in general. But 
pre-recession parity represented a position of substantial 
disadvantage for the consumer, with reference to pre-War 
relations. We have seen that the post-War expansion, on the 
price side, was marked by low returns to producers of raw 
materials, high fabrication costs, high wages, and high prices 
of capital goods and goods ready for final consumption. It 
was this situation, and nothing better from the point of view 
of the consumer, that had been restored by 1936. The prices 
at wholesale of consumers' goods as a broad class were 33 per 
cent higher than in 1913. The cost of living of industrial 
wage earners was 43 per cent higher. These figures are to be 
contrasted with the general average of wholesale prices. The 
index of the National Bureau, which is comparable with the 
consumers' goods indexes cited above, was 22 per cent higher 
in June 1936 than 1913. The index of the Bureau of Labor 
Statistics was only 14 per cent higher. It is clear that all the 
major elements that enter into the budget of the final con­
sumer were higher in 1936 than in 1913, if we; accept the 
index of general prices at wholesale as a suitable gauge of 
changes in monetary values. (Some individual items were 
lower of course, and some others had undergone quality 
changes that meant actual price reductions to the final buyer.) 
We shall tum shortly to inquire whether the factors that 
supponed expansion under these conditions in the decade 
of the 'twenties existed in 1936. 

In tracing the movements of income and purchasing power 
we noted a decline from 1932 to 1933 (on an annual basis), 
although the purchasing power of farmers and of labor picked 
up. By 1935 appreciable improvement had been recorded. 
Rising incomes were the rule among wage earners and salaried 
workers, dividend recipients, farmers and those drawing in­
comes from various other basic industries. Part of the increase 
was offset by rising prices but most groups scored appreciable 
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gains in actual purchasing power, Summarizing estimates 
based upon the available data (estimates which are rather 
rough for some groups) we have the following record of 
changes in aggregate purchasing power.' For all but the first 

'Wage earners and salaried worken 

R.ecipients of interest and dividends 

Fannen 
Cash income less current (oper­

ating) expenditures, plus farm 

APPIlOXlMATE 
ADVANCE 

IN AGGREGATE 
PUIlCHASlNG POWER 

~9J2 to 193' 
(percen.) 

(net laos) 

APPROXIMATE 
DEFICIENCY OF 

AGGREGATE PlJaCHAS­

INC POWER IN 1935. IN 
COMPAIUSON WITH 1929 

cp«cm.) 

-'4 
-u 

products consumed on farm +84 
Net cash income (cash income less 

operating and capital expendi-
tures) plus farm producu 000-

fumed on farm. 

Gross operating income plus bene­
fits 

Mineral producen 
Gross operating income 

Producen of raw forest products 
Gross operating inoome 

Railways 
Gross operating income 

Construction industries 
Gross operating income 

+77 (none) 

+56 -'5 

+20 -17 

+46 -,16 

(net lou) -55 

+u (19JJ 1019J5) -65 

f The changes relating to wage and salaried workers. recipients of property 
income and the first two series for farmers are from Table 59. The measure­
ments of changes in the gross operating income of ~en are based on Table 
zg. They include farm products consumed 00 the farm. The gross income of 
mineral producers is the total value of mineral production in the United 
States. as given by the U. S. Bureau of Mines (Minerals Yearbook. 1936). 
R.elatives measuring changes in gross inmme derived &om forest producu 
are secured from National Bureau price and production index numben. for 
raw forest products. Railway gross operati~g ,p.oome is based on freight and 
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three groups purchasing power is measured in terms of gen­
eral commodities at wholesale_ The incomes of wage earners 
are deflated by cost of living; of farmers by prices paid by 
farmers; of recipients of interest and dividends by an index 
secured by averaging living costs and the costs of capital 
equipment and construction_ 

For wage and salaried workers and recipients of interest 
and dividends the estimates relate to the purchasing power 
of net income; for farmers estimates of net and gross income 
are given; for the other groups th~ figures relate to gross 
operating income. Only the net income data measure con­
sumer purchasing power directly. The deflated gross income 
measurements for different industrial groups provide im­
portant supplementary information concerning the fortunes 
of producing groups and. indirectly. concerning the flow of 
purchasing power to consumers through these industrial 
channels. 

The rather scattered figures given in the table do not 
cover mutually exclusive classes. nor do they provide a gen­
eral coverage of all consuming groups. but they give a rea­
sonably good picture of the gains of recovery. These gains 
between 1932 and 1935 were enjoyed by practically all ele­
ments of the economic system. Improvements varied in de­
gree. as had the declines of the preceding recession. Because 
the points from which recovery began were exceptionally 
low. for some groups. the percentages measuring gains in 
purchasing power up to 1935 are hardly comparable. Thus 
the gain of 21 per cent recorded for the construction indus­
tries is lDeasured from a very low level indeed; in real im-

passenger revenues of Class I railroads (Interstate Commerte ("..ommission). 
Values of rontraclJ awarded in 37 states (F. W. Dodge Co.) were used in 
estimating the gross inco~e of construction indusuies. 
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pDrtance it is far less significant than the gain Df 16 per cent 
in the purchasing pDwer Df wage earners and salaried wDrk­
ers. The entries in the last cDlumn, which measure the de­
ficiency Df aggregate purchasing pDwer in 1935, relatively to, 
1929, for the several grDups, prDvide bases fDr prDperly evalu­
ating these gains. 

The prDductiDn Df cDnsumers' gDDds reflected the imprDve­
ment in purchasing pDwer amDng the variDus cDnsuming 
grDupS. The DUtpUt Df Dne class Df such prDducts, manufac­
tured goDds intended fDr human cDnsumptiDn, increased 3D 
per cent frDm 1932 to, 1935, but remained in 1935 abdut 9 
per cent less than in 1929. 

This recDvery carried the DUtput Df cDnsumers' gDDds to, a 
level much higher, relatively to 1929, than prDducers' gDDds 
in general Dr capital equipment in particular. In 1935, wh~n 
the vDlume Df manufactured gDDds intended fDr human CDn­
sumptiDn was 91 per cent Df that Df 1929,' the productiDn Df 
manufactured gDDds intended fDr use as capital equipment 
and in cDnstructiDn was but 56 per cent Df the 1929 Dutput. 
Of cDurse, the preceding decline had been. much greater in 
the capital gDDds industries. It is nDtable, hDwever, that the 
relatively disadvantageDus pDsitiDn into, which the heavy 
industries were thrDwn by the recessiDn persisted, to, a degree 
nDt experienced in similar periDds in the past. 

The rise in CDnsumer incDme and the revival Df cDnsumers' 
gDDds industries since the depressiDn lDW Df 1932-33 are Df 
particular interest because Df the emphasis placed Dn the 

• This index shows a net drop in production from 1929 to 1935 that was 
notably less than the decline in consumers· incomes, corrected for price 
changes. Expenditures for services of a luxury or semi-luxury type. for hous­
ing accommodations and for a variety of nOB-standardized goods were curtailed 
more drastically than those for the simpler consumers' goods entering into 
the index here utihzed. 
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restoration of purchasing power in the Administration's pro­
gram of recovery. An expansionist program on the monetary 
side (including a reduction in the gold content of the dollar 
and a corresponding broadening of the basis of credit. open 
market operations and large loans to financial organizations) 
has been accompanied by heavy public works and relief ex­
penditures entailing continuing budgetary deficits. Not all 
these measures were aimed, directly at .the increase of con­
sumer purchasing power, it is true, but that was a major 
objective. Pointing immediately at tlje expansion of consumer 
income were the wages and hours provisions of the industrial 
codes. It was hoped that these provisions would lead to larger 
payments to wage earners without material increase in costs 
or prices. The increase in prices was to be 'prevented by 
higher efficiency and by the lower overhead charges, per unit, 
that would result from an increase in sales and in output 
under the stimulus of the higher purchasing power of wage 
earners. Finally. proceeds of processing taxes were to be used 
in maintaining or expanding the purchasing power of farmers 
complying with the crop restriction program of the Ad­
ministration. 

The effects of the monetary measures on the status of con­
sumers are. of course. impossible to appraise. for they were 
manifest in indirect ways. The departure from the gold 
standard and subsequent reduction in the gold content of the 
dollar relieved deflationary pressure on the price system and 
contributed to the price advance of 1933. The resulting busi­
ness relief was a substantial. though indirect. aid to the con­
suming public. In creating the potentialities of a considerable 
credit expansion this move had a further connection with 
consumers' interests, but as regards the volume of credit 
actually put to business use these potentialities were tardily 
realized. 

Pay rolls of projects financed from public works funds 
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and from funds of the Reconstruction Finance Corporation 
constituted direct additions to the incomes of final consum­
ers, but in relative magnitude these amounts were not im­
pressive. Total funds from these sources amounted to 33 
million dollars in 1933, 326 million in 1934. and 495 million 
in 1935. By far the largest additions to consumer incomes. 
from governmental sources. came from Federal unemploy­
ment relief. These great outlays played an important part in 
stimulating retail sales "and the production of consumers' 
goods of all sorts." 

The effects on aggregate consumer purchasing power of 
the various provisions of the codes enacted under the Na­
tional Industrial Recovery Act were mixed. As we have seen 
in Chapter VI the money incomes of wage earners in manu­
facturing plants increased 42 per cent during the period of 
operation under the industrial codes Gune-July 1933 to 
April-May 1935). Wage rates were advanced and total pay 
rolls expanded as results of the combined influence of the 
new codes and of changing business conditions. The effects 
of the codes on the income of employed labor were salutary, 
But we have called attention to other features of the_period 
of code enforcement. Fabrication costs in general and labor 
costs in particular rose sharply. Aggregate production of 
manufactured goods and total employment. in man hours. 
made no net gains under the codes. At the end of the period 
of code enforcement real labor costs were actually higher than 
in 1929. although industrial productivity had increased as 
much as 25 per cent. The wages and hours provisions of the 
codes may have contributed to a rise in the pay rolls of 
manufacturing plants. but higher costs appear to have re­
tarded the movement towards larger output and increased 
employment that had prevailed -during the first push of 
recovery. prior to the adoption of the codes. The codes may 
well have had salutary effects in" other directions. but they 
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apparently served to deprive consumers at large of the bene­
fits from the substantial gains in productivity that had been 
made after 1929; these benefits were reaped largely by those 
engaged in the manufacturing process. 

The incidence of processing taxes levied under the Agricul­
tural Adjustment Act was probably diverse. In so far as they 
fell on consumers, through the raising of prices, there was a 
transference of purchasing power from consumers to the 
agricultural producers who received the benefit payments. 
A somewhat similar shift would result from absorption of 
the tax by processors through reduction of profits. For cer­
tain commodities prices received by farmers were probably 
reduced, as a result of the processing talt.' Benefit payments 
to farmers financed in this fashion may involve a personal 
transference of purchasing power, but no net addition to 
the income of the group. 

As in all major economic movements, consumers occupied 
a position of strategic importance in the revival of 1933-36. 
Indeed, special circumstances have given added significance 
to their role in the movements of the last several years. A 
program of recovery involving maintenance (and advance­
ment) of wages and reduction of hours, price-fixing, curtail­
ment of output and the levying of processing taxes falling in 
part at least on the consumer. obviously tends to raise costs 
and prices, and so to reduce consumer purchasing power. Of 
critical importance is the question whether the additions to 
consumer income arising from such a program and from the 
normal processes of recovery are sufficient to offset the adverse 
effects of higher costs and prices. Delicate matters of timing 
and balance are here involved, as always in recovery from a 
severe depression. In the 1933-36 situation conscious attempts 

• Cf. "The Incidence of the AAA Proussing Tax on Hogs". Geoffrey Shep. 
herd, Journal of Form Economics, May .1955. pp. !In-54. 
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at regulation constituted a novel element in the readjust­
ments,of revival. 

Irregular recovery, extending over three years, had by 1936 
brought gains to consumers on several fronts. The average 
prices of consumers' goods, both at wholesale and retail, had 
been reduced, relatively to the general level of prices. Reviv­
ing activity had brought increases in the national income and 
corresponding gains in the purchasing power of major con­
suming groups. Income arising from productive operations 
was swelled by heavy relief and benefit payments of the Fed­
eral government, and by relief payments of states and ci~ies. 
These various forces had brought the advances noted in pre­
ceding pages. The gains were considerable, and were continu­
ing, but they fell shott of restoring the aggregate real incomes 
that consumers had enjoyed prior to the recession. 

Among the many factors tending to curtail business activity 
two were particularly pertinent to the problem of recovery i!l 
the output of consumption goods. One was the delayed re­
vival of the capital goods industries. including general con­
struction. The percentage of recovery from the low point of 
1932-33 was considerable, of course, but even this did no 
more than restore the production of capital goods in 1935 to 
about 56 per cent of 1929. It was in these industries that the 
bulk of the unemploy~ent persisted. It was here that deficien­
cies of wage. salary and dividend disbursements continued 
in most severe form. An economy dependent upon activity in 
the heavy industries for the employment of a large part of its 
labor force and for a large proportion of the current income 
of consuming groups suffered from the tardiness of their 
recovery. Not until the second half of 1935 was there a con­
vincing revival of activity in this area. This advance gave 
additional stimulus to the recovery of industries producing 
consumers' goods. 

Secondly. and of high importatice with reference to the 
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long term movements of American economic life, was the 
persistence of a high level of prices for consumers' goods, at 
wholesale and retail. The relations of the 'twenties had been 
restored, roughly, by early 1936, but these are suspect, as 
perhaps representing an abnormal and unstable situation. 
There is greater reason for doubts on this score because va­
rious special aids that buttressed the market for consumers' 
goods during the expansion of the 1920'S had lost much of 
their force during the recession and depression. Foreign buy· 
ing was no longer supported by American loans. Speculative 
profits suffered a vast shrinkage after 1929. New buying power 
contributed by the expansion of consumer credit played a 
less important role in the first two 'phaS"es of recovery than 
it had prior to 1929. In default of these largely adventitious 
aids, restoration of a volume of consumer buying equal to 
that of the pre·recession era, in view of the existing price 
situation, faced very real difficulties.'· 

The expansion of consumer buying from 1933 to 1936, 
despite these obstacles, was substantial, attesting the strength 
of the underlying recovery. Former operating conditions had 
been restored or adaptation to new conditions effected in 

10 The comparison of price movemenlS among different commodity groups 
over one or two decades is oomplicated by quaJ.ity changes. These changes 
are almost certain to be dissimilar, as among different classes of commodities. 
and thus distort comparisons based on prices alone. Consumers' goods in 
general probably improved in quality over the two decades following 1914. 
The consumer was getting more in 19!6 than in 1914. in the purchase of a 
given unit of goods. We do not take account of this gain in the price com· 
parisons in the text. On the other hand. we may approximate with reasonable 
accuracy changes in the number of units the consumer could buy with a 
given income. It is in this sense that we measure changes in aggregate 
consumer purchasing power. The real income of a given consuming group 
may have increased more than the estimates indicate. because each unit 
purchased today has a longer life or gives greater satisfaction than the unit 
bought in 1914. (Of <OU" •• not all changes in quality are improvemenu. 
Changes in the direction of shoddy and less durable goods are not unknown.) 
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many industries. Yet this survey of the expansion of con­
sumer purchasing power and the price movements of con­
sumers' goods during recovery ends on conflicting notes. By 
1936 the relatively high prices of consumers' goods had been 
reduced and substantial gains had been scored in the incomes 
and buying power of important consuming groups. But the 
prices of finished goods remained high, in relation to other 
prices and to the level of consumers' incomes, by all standards 
except those of the pre-recession boom. Moreover, part of the 
expansion of purchasing power was apparent, rather than 
real, since it represented a transference rather than a ~eal 

increase of buying power. Other elements of new buying 
power were temporary, arising from relief payments, and 
could not be taken to indicate substantial recovery. Finally, 
considerable deficiency of purchasing power persisted and 
living standards remained at unsatisfactory levels. These con­
ditions indicate that no suitable adjustment had been ef­
fected· between costs, prices and consumer incomes, We shall 
return in the closing chapter to a consideration of problems 
growing out of these circumstances and to a general review of 
the consumer's position. 



CHAPTER IX 

THE PRICE SYSTEM. INCREASING PRODUCTIVITY 

AND RECENT ECONOMIC CHANGES 

THE institution of prices has played a major part in the eco­
nomic changes of recent years_ In an exchange economy in­
dividual prices and that intangible' entity termed the price 
structure constitute the controlling agency through which 
all economic activities are regulate!!, ang coordinated. This 
task of coordination has become more difficult with the 
increasing complexity of economic life. 

Over its long history the institution of prices has been sub­
ject to many influences that have enlarged its scope. modified 
its characteristics and affected its operations. The breakdown 
of mercantilism and other controls gave a greater degree of 
freedom to prices and hence of flexibility to the economic 
system. Later the movement was in the other direction­
towards price-fixing and wage control by regulatory bodies 
and powerful private interests. towards the piling up of fixed 
expenses in industrial production and the accompanying 
accentuation of the relatively inflexible elements in selling 
prices. In the main. these were slow changes. and the modifi­
cations they wrought in the working of the price system were 
gradual. The movements of the last half century. for which 
price records are more comprehensive. may be traced with 
more precision. A wide variety of forces has played upon the 
price system of the United States and upon international 
price relations over this period. Internal price relations have 
been altered by shifts in consumer demand. by changes in 
productive efficiency. by the pushing out of producing mar-

480 
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gins. by changes in marketing mechanisms and by other fac­
tors that have altered production costs and the selling prices 
of individual commodities_ Of a different order have been 
those forces that have affected the 'operating characteristics' 
of the price system_ Regulation. private and public controls. 
the growth of national advertising and consequent increase 
in the power of manufacturers to exercise direct control over 
ultimate selling prices. the steadily expanding burden of over­
head-all these tend towards the creation of rigid elements 
and fixed relations in the price structure. with far reaching 
consequences for the working of the system as a whole_ At 
the same time the price system has been exposed to a series 
of violent pressures in some degree at least of external origin 
-War-time inflation. post-War deflation. and the; world-wide. 
recession that began in 1929. Pressures from the monetary 
side. falling with varying incidence upon national price struc­
tures. have complicated the price shifts of more narrowly­
localized origin. Finally. we must note that international ties 
were disrupted by non-intercourse during the War and post­
War years. by the breaking down of the gold standard and by 
serious impairment of world trade since 1929. It was inevi­
table that these various movements should have influenced 
profoundly the adjustments and correlations that are effected 
through the price system. and the welfare of great groups of 
producers and consumers. Our present concern is with these 
changes and some of their economic consequences. 

EXPANSION OF FABRICATIONAL MARGINS. 1913-1936 

The outstanding feature of the price history of the last 
twenty years. as regards internal relations among the prices 
of various commodity groups. has been the widening of the 
margin between raw and processed goods-the margin repre­
senting fabricational and distributioJ;lal costs. In essence. all 
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the price shifts that have been discussed in detail in preced­
ing sections are aspects of this major movement-a movement 
the more striking because it reverses deep-seated and persist­
ent pre-War tendencies. The low returns and deficient pur­
chasing power of important classes of primary producers in 
post-War years are related to this movement. The relatively 
high prices of articles intended for use in capital equipment 
are due in some degree to high costs of manufacture. The 
prevalence during the entire post-War period of a plateau 
of high prices for finished goods intended for human con­
sumption is another aspect of the same situation. 

This curious widening of the margin between the prices 
of raw and manufactured goods is. the Jnore remarkable in 
view of the increasing productivity of labor in manufactur­
ing industries during the last twenty years. From 1914 to 
1929 output per wage earner in manufacturing industries of 
the United States increased about 49 per cent. Yet. while the 
Bureau of Labor Statistics index of wholesale prices was 
advancing 40 per cent. during this period. the average selling 
price of manufactured goods (as derived from Census records) 
rose 45 per cent. (Fabrication costs plus profits. per unit of 
product. rose 66 per cent.) The same conditions prevailed 
among the two groups of manufactured goods that have been 
given special attention here. Manufactured goods intended 
for human consumption. for which output per wage earner 
increased 44 per cent over this fifteen-year period. advanced 
44 per cent in per unit selling price. Still greater was the 
rise in production per wage earner (69 per cent) in the manu­
facture of goods intended for use in capital equipment. yet 
here the advance in selling price per unit was 40 per cent. a 
rise equal to that of general commodity prices. at wholesale. 

In following these relations through the periods of reces­
sion and recovery we have noted the customary expansion of 
the margin between raw and processed goods during reces-
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sion. as the prices of raw materials collapsed. and the suc­
ceeding reduction of the margin with recovery. It is in order 
at this point briefly to summarize the situation existing in 
the summer of 1936 and to consider the general nature of the 
problems then persisting. 

In June 1936 the prices of manufactured goods. at whole­
sale. were 16 per cent below the level of July 19~9; the prices 
of raw producers' goods were 22 per cent below. Relatively 
to the 1913 base. the price index for manufactured goods was 
128. for raw producers' goods 104. Recovery had narrowed 
the wide margin that developed during the recession .but 
still left manufactured goods in a position of advantage. This 
margin of advantage amounted to 8 per cent with reference 
to 19~9 relations. to 23 per cent with reference to pre-War 
parity. . 

One effect of this change was to reduce the average worth 
of all raw materials. in exchange for commodities in general 
at wholesale. to 5 per cent below the July 1929 level and to 
10 per cent below the 1913 level. The loss was greatest. rela­
tively. for raw agricultural products. Taking account of 
values at the farm in relation to retail prices paid by farmers. 
the average per unit worth of farm products in June -1936 
showed net declines of 8 per cent on the July 1929 base. 11 
per cent on the pre-War base (the average of the five years. 
August 1909--July 1914). 

Turning now to the June 1936 position of goods intendeq 
for use in capital equipment and for direct human consump­
tion. we find the average per unit worth of building materials 
31 per cent higher than in 1913. (Worth. or purchasing 
power. is here measured in terms of commodities in general. 
at wholesale.) For processed goods intended for use in cap­
ital equipment the corresponding gains in real exchange 
value were 4 per cent. with reference to July 1929. 14' per 
cent with reference to 1913. For processed consumers' goods 
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the average per unit worth in June 1936 was 2 per cent greater 
than in 1929. 8 per cent greater than in 1913. (This means. 
of course. that the index number of wholesale prices. for 
processed consumers' goods. stood higher. by these relative 
amounts. than the general index of wholesale prices.) 

We find. therefore. that although some of the greatest dis­
parities created during the recession had been removed by 
1936. there remained a net addition to the differences result· 
ing from the divergent price movements of the period 1914-
29. Some reasons for this were found in the detailed review 
of the price changes affecting different commodity groups. 
In particular. it was noted that although the six·year period 
of recession and recovery brought all increase approximating 
25 per cent in output per man hour. the real per unit worth 
of manufactured goods (i.e .• their exchange value for goods 
in general) and real labor costs per unit of product increased. 

This discussion raises a fundamental question: Did price 
differences growing out of this expanding margin restrict the 
effective demand for finished goods on the part of potential 
buyers-buyers Iilf capital goods. on the one hand. of finished 
consumers' goods on the other? This question relates not only 
to the periods of recession and recovery that filled the years 
1929-36. but also to the period of expansion that preceded 
the recession. The answer to this question may not be given 
in terms of prices alone. for behind prices lie changes in 
productivity. in costs. in income distribution and in related 
elements that affect immediately the movements of goods 
into final use. Indeed. before attempting to answer the central 
question we must give attention to issues relating to the in· 
cidence and effects of increasing productivity. For the whole 
problem of a changing fabricational margin. with all its pos· 
sible effects on the status of primary producers. fabricators. 
buyers of capital equipment and final consumers. centers. in 
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its recent manifestations, on the incidence of gains in in­
dustrial productivity. 

ON THE INCIDENCE AND EFFECTS OF GAINS IN INDUSTRIAL 

PRODUCTrvlTY 

As we have followed changes in industrial productivity in 
this study we have measured productivity in terms of output 
per man or per man hour. In using such measurements we 
should be aware of their possible inadequacy. Changes in 
industrial methods that involve greater use of machinery 
substitute indirect labor for some part of the direct labor 
displaced by the machines. That is, men employed in the 
final operations of manufacture are replaced by ·machines 
the production and maintenance of which require human 
effort. (As regards the production of the machines, this means 
that some increase in overhead costs is to be expected, when 
direct labor costs are reduced.) Usually, of course, there is 
a diminution of the total human energy required for a given 
productive operation. since the stimulus to the greater use 
of machines is provided by a potential reduction of costs. 
But it is certain that the 'per man' or 'per man hour' standard 
of measurement, applied to the final stage of manufacturing 
operations. overstates the true gain in productivity. since it 
does not include a measure of the correlated increase in in­
direct labor. The measurements of productivity employe.d 
in the present study cover a large percentage of all manufac­
turing operations, including those relating to the production 
of capital goods. as well as final consumption goods. Thus 
account is taken of a considerable part of the indirect labor 
entering into the production of finished goods. Some of the 
indirect labor. however. is omitted (labor in extraction of 
minerals for use in capital equipment. and labor entering· 
into some highly fabricated equipment. the output of which 
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is not readily measured). So, comprehensive as they are, the 
present measurements of productivity changes probably 
overstate somewhat the over-all gains in productivity over 
the periods studied. 

But our interest lies at the moment in the reduction of 
money costs that increasing productivity may be expected to 
bring. The potential reduction of costs is a reduction, per unit 
of output, in terms of the scale of costs prevailing prior to 
a given operating change that enhances industrial produc­
tivity. For later, when the advantages of the increased produc­
tivity have been realized and the gain appropriated by one 
party or another, money costs per unit of output may con­
ceivably be as high as before. It is an aspect of this problem­
the division or allocation of the money gains resulting from 
higher productivity-that now concerns us. 

The money gains from increased productivity may accrue 
to producers of raw materials, to fabricators or to consumers. 
Were competitive conditions such -that sellers of raw materials 
were able to demand higher prices just when lm;'er fabrica­
tional costs created a fund open to appropriation, producers 
of raw materials might conceivably secure the gains. Again, 
competitive conditions among producers and buyers might 
be such as to enforce lower selling prices, in which case the 
buyers of fabricated goods would profit. Or, finally, the 
situation might make it possible for the agents of fabrication 
themselves to appropriate the gains, paying no more for raw 
materials and selling their products at the same prices as 
before. 

In this last situation a further question arises as to the 
divisiol,l of the incremental gain among the various claimants 
here lumped together as 'agents of fabrication'. Manufactur­
ing labor might benefit. through higher pay per unit of goods 
turned out. Owners of land or other natural resources might 
be enabled to secure higher rents. Those providing credit, 



PRODUCTIVITY AND PRICES 437 

or funds for capital equipment. might secure higher returns. 
More might go to governmental units. through higher taxes 
on the earnings of business enterprises. Or the increased pro­
ductivity might lead to higher profits. to be distributed as 
dividends or accumulated as surplus. 

Looking first at the physical relations involved in these 
changes. it is clear that higher productivity will make pos­
sible the production of more goods with the same expenditure 
of effort or the same volume of goods with a smaller expendi­
ture of effort. The latter condition may take the form of an 
increase in voluntary leisure. or an increase in involuntary 
unemployment. Which of these results will follow. or what 
combination of these effects will follow. will depend upon 
a number of factors. 

Various possible effects of gains in industrial productivity. 
as variously divided. may be suggested in the following sum­
mary: 

A. Reduction in working hours of men employed. with higher 
time rates of pay; aggregate disbursements to agents of produc­
tion and division of disbursements unchanged; selling price un­
changed. 

Here the gain takes the form of additional leisure. There is no 
increase in the demand for goods. and no change in the distribu­
tion of purchasing power.' There is no stimulus to the produc­
tion of a greater volume of goods. 
B. Reduction in the number employed. with higher time rate. 
of pay to those. still employed. and no change in aggregate 
amount disbursed to labor and to other agents of production. 
No change occurs in selling price. 

Increased unemployment. on the one hand. higher per capita 
returns to employed labor. on the other. will characterize this 

1 With time, as the new leisure changes liVing habits. a change might occur 
in the direc:tions in which wage earnen' incomes are expended. But the 
change is remote, and less definite than the other shifts here outlined. 
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situation. With the higher per capita income of employed labor. 
some change will occur in the direction in which purchasing 
power is expended. 
C. Reduction in working hours wi th the same or a smaller force 
and the same time rates of pay; selling price unchanged. 

Here there is no change in the aggregate amount disbursed 
to the agents of production. but there is a shift in its division. 
Agents of production other than labor receive a larger propor· 
tion of the aggregate. labor receives a smaller portion. U nem­
ployment (or enforced leisure) accompanies the shift. Some mod· 
ification occurs in the direction in which purchasing power is 
expended. with the changed distribution of the aggregate dis­
bursement. 
D. Reducti~n in selling prices. 

Initial lowering of aggregate receipts and of amount disbursed 
to agents of production. Possible initial unemployment. Release 
of buying power of consumers for purchase of more goods of the 
same type. or other goods. (The direction of expenditures of 
purchasing power thus released will depend upon the elasticities 
of demand for the many products in question.) 

The central feature of these several situations is that pro­
ductive energy is released by the gain in productivity. The 
critical question is whether this released energy is to be uti­
lized and if so. how. In an economy regulated by an omnis­
cient dictator the answer would be simple. There could be 
more leisure. or the energy could be allocated as the dictator 
should decide. But where the allocation is effected through 
the instrumentality of the price system. in an economy marked 
by prices partly free and partly controlled. the problem is 
more complex. Here it is the pressure of purchasing power 
through the price system that gives the answer to the ques­
tion. For in every situation except that described under (A) 
above. some shift occurs in the direction in which current 
purchasing power is expended. after the gain in productivity 
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occurs. What is of prime importance, in the actual situation, 
is the kind of connection that may be established between the 
purchasing power thus shifted and the productive energy 
released by the increase in productivity. 

This connection may be direct, in which case the difficul· 
ties attendant upon the economic changes involved are re­
duced to a minimum. Or, in place of a direct transmission 
of purchasing power to released energies, there may be an 
indirect connection and a diffused transmission. At one ex­
treme, representing the most direct connection between pur­
chasing power and released productive energies, is the si,tua­
tion in which the selling price of a commodity is reduced to 
the full extent made possible by the increase in productivity, 
and in which the demand for the commodity is highly elastic. 
In such a situation a large part of the purchasing power of 
consumers released by the reduction in price would find an 
outlet through an increased demand for the commodity in 
question. Increased production would result, with prompt 
re-employment of all or part of the productive energies re­
leased by the initial increase in productive power. At the 
other extreme is the situation in which no reduction in sell­
ing price occurs; full advantage of the reduction of costs flows 
to stockholders, let us say, in the form of higher dividends. 
The increased purchasing power of stockholders would find 
expression through various channels of investment and direct 
consumption. Most of these channels would be far removed 
from the commodity in question, and there would be little o~ 
no increase in the demand for it. Only by indirection and at 
long remove would the energies released in the industry first 
concerned find employment through the slow diffusion of 
the enhanced purchasing power of stockholders. Under these 
conditions unemployment might persist in this industry for 
a long period. 

Between these two extremes are --many corpbinations of 
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price changes and purchasing power shifts. resulting from 
increases in productivity. and many degrees of diffusion of 
purchasing power. The rapidity and ease of adaptation to 
the new productive and distributive conditions created by 
productivity changes might vary enormously. depending upon 
the closeness of the connection established between the en· 
hanced purchasing power of particular groups and the pro· 
ductive energies released by improvements in technique and 
organization. 

We should note. however. that in a completely frictionless 
economy. marked by free prices. with wages and other eie· 
ments of production costs completely flexible. with labor and 
capital completely mobile. the enhanced purchasing power 
of special groups would be diffused promptly throughout the 
economy and connection would be established without delay 
between this purchasing power and the released productive 
energies. Under these conditions the disposition of the gains 
from increased productivity would be a matter of indiffer· 
ence. in so far as the question of faulty economic adjustments 
and persistent unemployment of productive facilities is con­
cerned. For maladjustments. marked by unemployment. 
could not be present. (The manner in which the fruits of 
higher productivity were apportioned would be important. 
of course. as regards the status of different economic groups; 
that matter is not here in question.) In an economy marked 
by frictions of many types. however-by rigid prices. inflexi­
ble rates for services of many sorts. immobility of labor and 
capital-innumerable barriers stand in the way of the wide 
and prompt diffusion of purchasing power. The pressure 
of new purchasing power in one segment of the economic 
system may exert a negligible effect on displaced labor and 
idle capital in a remote section. within time limits that have 
significance for ordinary human activities. 

This. of course. is the situation we face today. Frictions 
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there have always been in the economic systems with which 
men have actually worked. As frictions of some types disap­
peared. new frictions have developed. The twentieth cen­
tury has witnessed many new encroachments upon the ideal 
freedom of the competitive system. Accordingly. the manner 
in which the gains resulting from higher productivity are 
apportioned is not a matter of indifference. as regards the 
efficiency of the economic system and the maximum utiliza­
tion of productive resources. For the gains of enhanced 
productivity are potential gains. merely. In their first form 
they appear as reductions in the energy necessary to. pro­
duce stated quantities of goods. Unless the benefits of the 
released energy are realized. no true advances occur. For 
this reason. the apportionment of the potential benefits of 
higher productivity is of high social concern. The more di­
rect the connection between enhanced purchasing power 
and productive energy released by new techniques. the les.s 
the maladjustment and the more efficient the utilization of the 
new techniques. The less direct the connection. and the 
more diffused the transmission of new purchasing power to 
released productive energies. the greater al}d the more pro­
tracted are the resulting disturbances likely to be. 

DmslON OF THE GAINS IN INDUSTRIAL PRODUCTIVITY: THE 

HISTORICAL RECORD. 1899-1933 

With this argument in mind we may review the changes of 
recent years against a background of earlier movements. 
We shall attempt to trace the incidence of changes in indus­
trial productivity. by estimating the concurrent changes in 
the returns of fabricators and in the real costs of manu­
factured goods to various classes of buyers. The assumptions 
made and the limitations attaching to the measurements 
will be noted in the course of the discussion. 
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SHARES OF PRODUCERS 

We first note the changes in manufacturing productivity. 
measured with reference to the number of workers or of 
man hours worked. and the returns to fabricators. during 
three periods. These measurements appear in the accompany­
ing table. They are shown graphically in Figure 1,1) • 

• IGP:R.E 15 

. ESTIMATED CHANGES IN INDUSTRIAL PRODUCTIVITY AND IN 
THE RETURNS OF MANUFACTURING PRODUCERS. IBgg-1935 

Po, 
"n' 

1899-1914 

_ Output pcr .ori., •• ,Ioy.d 

2Zl Real .'CU,1f worl."elllpl0p4-

IS:SI Rul fI •• ras 10 .. lUshi, ••• 
• ,1" ••••• ,er .orbr ._,Iop' 

Measurements relate to average costs per unit of goods produced and bought 

During the fifteen years preceding the War output per 
worker employed in manufacturing plants increased almost 
30 per cent. With this we may compare the real returns. per 
worker employed. of wage earners and of ownership and 
management; Changes in these real returns are estimated 
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CHANGES IN PRODUCTIVITY AND THE FORTUNES OF 
MANUFACTURING PRODUCERS 

,899""'9'1 19z4-1929 '9'9""'9JJ 
(~ ... I.g.) 

Change in output per worker. or per man 
hour worked 1 +-9.6 +48.6 +'9.0 

Change in real returns, per worker em· 
ployed. or per man hour worked,1 of 

Wage eamen. manufacturing plants +4·8 +!6'9 +'5'5 
Ownership and managem~t. manu· 

faauring plants +u +6'·5 +'5·' 
All agents of fabrication + •. 8 +5',! +'H 

1 For the periods 189!r1914 and 1914--19 the figures are aU on the~ basis 
·per worker employed·, This is a faulty standard of reference. to the extent 
that average working hours changed over these periodS. Information coo­
cerning hours of labor during these periods is scanty. Estimates .by Douglas 
(for the first period) and by Wolman and the National Industrial Conference 
Board (for the seamd period) indicate that average full time houn of work, 
in manufacturing industries. declined about 6 or 7 per cent between 1899 
and 1914 and from 6 to 8 per cent between 1914 and 1929. From these figures. 
and scattered evidence of other types. we may estimate. roughly. that output 
per man hour increased from 55 to 58 per cent between 18g9 and 1914 and 
from 50 to 60 per cent between 1914 and 1929. (The National Industrial 
Conference Board has publisbed an estimate of 55 per cent. for the increase 
in output per man bour from 1914 to 1929: see Thirty Hour Week~ 1955. 
p. 17.) But these figures. at best. are approximations. _It seems well to we 
measurements of output per worker for the period prior to 1929. remember­
ing that these understate the true gains in productivity. For the period 
1929-1935. when working hours were SUbject to more extreme variations, 
and for which we have more accurate measurements of such changes, a 
man bour of work is the unit of reference. 

The figures in this and the following table are given to one decimal 
place. for the purpose of formal consistency. The margin of error is, of 
murse. greater than this. 

The present estimate of change in output per man hour from 1929 to 
1935. which is based upon data relating to a large and representative sample 
of manufacturing industries. diffen somewhat from other estimates issued 
by the National Bureau (see Bulletin.s 53 and 58). 

by dividing the aggregate monetary returns of the two groups 
by the number of wage earners employed. and deRating 
the measurements thus secured ·by" appropriate indexes of 
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the prices of goods for which the money returns of the two 
groups are spent! The comparison for the pre-War period 
shows only slight gains in the real rewards of these two. 
groups of producers. The gain of wage earners, per capita, 
amounted to 4.8 per cent; for ownership and management, 
per worker employed, 2.2 per cent; and for the combined 
groups, 2.8 per cent. These fall far short of the gain of 
29.6 per cent in output per worker. The gains of enhanced 
productivity, between 1899 and 1914, went, in the main, to 
groups other than the agents of fabrication. 

Over the next fifteen years, 1914-29, output per worker 
increased 48.6 per cent. The fruits of this notable advance 
went largely to fabricators, as is den frOm the other entries 
for this period. The real rewards, per capita, of manufac­
turing wage earners, advanced 36.9 per cent, while for own­
ership and management the gain, per worker employed, 
amounted to 61.5 per cent. For the combined groups the 
gain was 51.3 per cent. The fact that 1914 was a year of 
depression, while 1929 was one of prosperity, accounts in 
part for this substantial gain which exceeded the rise in 
productivity. But as to the reality of the gain there is no 
question. Producing groups in manufacturing industries 

• The deRator. for wage earners. is the index of cost of living for industrial 
worken. For the ownership and management group (a mixed class of salaried 
workers, shareholders. bondholders. and other miscellaneous claimants) the 
deftator is an index secured by averaging index numbers of living costs 
(With a weight of 0). wholesale prices (weight of 2) and the prices of finished 
capital goods (weight of .). The two indexes are eombined. in seaJ.ring the 
measurements for all agents of fabrication. with weights based on the im­
portance of each group. These deBators are to be considered only as rough 
approximations to the desired measurements. 

1899 1914 1914 I9:J9 1929 19JJ 
Deflator for 

Wage earners 100.0 IS6., 100.0 170 •1 100.0 76 .• 
Ownership and management 100.0 128·5 100.0 158., 100.0 74.1 
.All agents of fabrication 100.0 1!SI.g 100.0 163-5 100.0 74·9 
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gained greatly in their market relations between 1914 and 
1929. Payments for the services they rendered. measured. 
for convenience. on a per worker basis. increased much 
more rapidly than did the cost of the goods they bought. 

Recession and depression brought an advance of some 19 
per cent in output per man hour worked. The rewards of 
manufacturing labor. and of ownership and management. 
computed on a man hour basis. show gains approximating 
15 per cent. Total returns declined substantially. of course. 
but for each man hour of work agents of fabrication scored 
appreciable advances during the period of decline. "T,hese 
gains fell only slightly below the increase in productivity. 

It appears that manufacturing producers shared but 
slightly in the rewards of the prl:-War advance in industrial 
productivity. The fruits of the great advance of the next 
fifteen years went largely. however. to agents of fabrication. 
particularly to the mixed group classed as 'ownership and 
management', During recession and depression. also. the 
rewards of these groups, per man hour worked. advanced 
only slightly less than did output per man hour, 

SHARES OF CONSUMERS 

To complete the picture we turn now to the side of the 
consumer. We lack data for many consuming groups but 
we may estimate with reasonable accuracy the changes af­
fecting three or four important classes. In measuring the 
cost to these consumers of the services of fabricators we take 
account only of manufactured goods intended for human 
consumption. These are not finished consumers' goods. for 
we do not have adequate material for completely finished 
goods. but changes in fabrication¥ costs of goods ultimately 
to be consumed are. in fact. the movements that concern us, 
Decreases in the per unit costs of fabrication. for such goods. 
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to selected groups of buyers may be compared with changes 
in the real costs of fabrication of manufactured goods in 
general, resulting from increases of industrial productivity. 
The accompanying measurements, which are portrayed 
graphically in Figure 16, define these changes. The figures 
are to be taken as approximations since available data do 
not make possible complete accuracy in the tracing of these 
movements. 

The measurements in the first line of the tabulation, which 
define (approximately) changes in the productive effort re-

FIGUR.E 16 

ESTIMATED CHANGES IN REAL COSTS OF FABRICATION TO MANU­
FACTURING PRODUCERS AND IN CORRESPONDING REAL COSTS 

OF MANUFACTURING SERVICES TO VARIOUS CONSUMING 
GROUPS, 1899-1933 

_ Aul ellst .f (.briulion, 
,., UIIII of m.lluf.cluud ,roduct 

m Rill cost to br •• rs 

.DIm R .. I cut to .", larn.ra 

1891-1114 

I:.'S3 Rul cosllouluiefhorhlS, 
m'lIufuh,rin, indus,n ... 

= Rul cui to ,rilllnr ,rodllClfJ, 
non-'ericuttllnlll i.dllst,i .. 

1114-1129 1121-1933 
Measurements relate to average costs per unit of goods produced and bought. 
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CHANGES IN MANUFACTUIlING PRODUCTIVITY AND THE 
FORTUNES OF CONSUMING GROUPSl 

Change in real per unit cost of fabrication, 
in effort expended by producers 

Change in real per unit (05t of fabriqltion 
'0 buy", of goods intended for human 
consumption 

Farmers 
Wage earn .... general 
Salaried workers. manufacturing 
Primary producers. non-agricultural 

,899-1914 '9'4-19'9 1929-19JJ 
(percentage) 

-16.0 

-Io.g +'5" +50 .• 
~H -17.1 -1!.8 
-11.8 -'7.6 +12'5 
-0.' +20·9 --1'5 

1 The figures in this table require some explanation. The index. numbers in 
the fint line, measuring changes in the 'real cost of fabrication' are the 
reciprocals of the measurements of productivity. Thus in place of Q/N 
(total output divided by Dumber of workers) we have N/Q (lotal number 
of workers divided by number of units produced). If we accept N as a 
measure of the aggregate effort expended in manufacturing production. 
N IQ will measure the effort per unit of goods produced. The defects of 
Q/N as a true measure of industrial productivity are present also in N/Q.· 
N does not measure all 'real productive effort', It is defective in that non­
wage earners are not included. and also in that some of the effort embodied 
in capital equipment is excluded. It may be assumed. although the assump­
tion is not altogether justified. that although N does not include all types 
of productive effort. other types vary with N. Noting its defects. we may use 
N/Q a. a rough index of changes in actual productive effort per unit of 
manufactured goods produced. (For the last period the index is based upon 

NH. total man houn divided by number of units produced.) 
Q . 
The money cost, to buyen. of the contribution of fabricators to one unit 

of manufactured goods is given by VA/Q.. that is •• otal value added" by 
manufacture divided by number of units. (In the present case, only goods 
intended for human consumption are included.) In measuring the real cost 
to farmers, the money COSt of fabrication. per unit. is 'deflated' by an index 
of the prices received by farmers for their products. In measuring the real 
cost to wage earnen. the money cost of fabrication. per unit, is 'deflated' 
by an index of hourly rates of pay. The market values of the services of 
salaried workers are measured in terms -of average annual inoome. Average 
wholesale prices of non-agricultural raw materials furnish the standard used 
for primary producers other than farmers. In each case changes in the 
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money cost are reduced to chantes in 'real' cost by means of an index mea­
suring changes in the money price of the goods or services sold by the con­
suming group in question. 

Here. as in dealing with the fortunes of producing groups. we are dealing 
only with approximations to the actual wlues desired. The measurements 
of changes in the realized returns of fabricators may not measure precisely 
changes in the per unit cost of fabrication, as paid by tbe several consuming 
groups. Distributional margins may vary. Again. we only approximate 
c:hanges in the actual effort expended by various consuming groups. in secur­
ing the funds with which manufactured goods are to be purchased. The 
productivity of labor in. farming. for example, may vary with time. But for 
the purpose of estimating the general nature of broad movements, these 
approximations may be utilized. 

quired to manufacture one unit of goods, provide a standard 
with which may be compared measur«;.men!S of the changing 
real costs of fabrication, per unit of product, to various 
classes of buyers of goods intended for human consumption. 
During the period 1899-1914, when fabricators, as produc­
ers, were gaining but slightly from the increases in industrial 
productivity, the cost to farmers and wage earners of fabri-

. cators' services was dropping sharply. Per unit of product 
bought, the real cost of these services to farmers declined 21 
per cent, to wage earners 23 per cent. These reductions were 
about equal to the decline in effort expended in fabrication, 
as a result of advancing productivity. Salaried workers gained 
also, but primary producers other than farmers received no 
share of the advances in industrial productivity. 

In the period 1914-29 the productive effon required to 
fabricate a unit of manufactured goods dropped more than 
32 per cent. None of this gain accrued to farmers or to other 
primary producers. Wage earners in general and salaried 
workers in manufacturing industries, as consumers, gained 
materia ny, however. Their pay for efforts expended increased, 
and the real cost to them of manufacturing services dropped 
appreciably. The wage earning group here represented is 
broader than the manufacturing wage group, but the nar-
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rower group enjoyed a similar gai~. Both as producers and 
as consumers industrial workers gained over this period. 

During the four years from '929 to '933 industrial pro­
ductivity continued to increase; the real per unit cost of 
fabrication was reduced ,6 per cent. On the producing side 
wage earners and ownership and management gained. in 
that their monetary rewards. per man hour worked. in· 
creased in purchasing power. (Of course. these two groups 
lost materially in the ·aggregate. through the reduction in 
total hours worked.) Among consumers farmers lost heavily. 
The selling prices of their products dropped so sharply that. 
the real cost. in kind. of the fabricational services embodied 
in a unit of manufactured goods increased 50 per cent. -Sal­
aried workers lost also. Producers of non-agricultural raw 
materials gained slightly. but the greatest gain was scored 
by wage earners. An hour of labor. in '933. would buy ,6 
per cent more in manufactured goods than in 1929.' 

• These measurements relate only to the cost of fabrication. not to the total 
selling price of manufactured goods. This limitation is necessary. since the 
produaivity measurements are restricted to manufacturing opemtions. How-.. 
ever, the actual CO'!it of manumctured goods to final buyen includes the cost 
of materials. and distributive costs, as well as fabricational costs. Data now 
avaUable do not cover distributive costs. but we may estimate changes in the 
real (l)5t, to various cOnsuming groups, of manufactured goods intended for 
human consumption. taking account of material costs as well as fabric:ational 
custs. Following are measurements corresponding to those given, for fabri­
alional costs alone, in the tabulation in the text above. 

1B9!r1914 

Change in real per unit cost of fabrication 
and materials to buyers of goods intended 
for hUman consumption 

Farmen 
Wage earners. general 
Salaried workers. manufacturing 
Primary producers. non-agri~ltutal 

-;6.5 
-19.1 
-'1.0 
+5·5 

1914-19'9 19'!r19JJ 
(p<Tcentage) 

-0.1 +55.0 
-56.8 -15.6 
-08.6 -0·5 
+4.8 -11·7 

When we take account, as ~e do liere~ of the actual selling prices of 
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In attempting to measure changes in the real costs of fab­
ricators' services we have dealt with specific groups of con­
sumers for whom records are available of changes in the 
prices of the goods or services from which their incomes are 
received_ These are, of necessity, scattered groups, and do 
not include all consumers_ We may supplement the preced­
ing account with a brief survey of changes in prices and 
costs expressed in dollars of constant purchasing power, at 
wholesale_ (That is, each price or cost index has been divided 
by an index of general wholesale prices.) This procedure 
does not provide true measures of changing real costs to 
consumers, since consumers do not buy at wholesale prices, 
nor are changes in their rewards, for efforts expended, ac­
curately measured by changes in wholesale prices. But the 
comparison does provide genera! indications of the changing 
real worth of manufactured goods and of the services of 
agents of fabrication in terms of a broad list of commodities 
at wholesale. The measurements on page 451 define these 
changes. 

These figures are estimates, but the margin of error is 
far smaller than the wide movements they measure. The 
shifts are striking. A decline of some 23 per cent in the per 
unit cost of fabrication (in human effort) over the fifteen 
years prior to the War was paralleled by a drop of 10 per 
cent in the average worth of manufactured goods intended 
for human consumption, of 14 per cent in the average per 
unit cost, to ultimate consumers, of the services of fabrica­
tors. There was some concurrent gain, not here shown, in 
the rewards of raw material producers. But a large portion 

manufactured goods the apparent savings of consumers during the first period 
are reduced. those of the second and third periods are increased. in com­
parison with the.,changes in fabrication costs alone. The reason, of course. 
is that raw material prices rose more than prices in general during the prew 
War period, ~ut fell below general prices in the succeeding periods. 
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Change in real per unit cost of fabrica· 
tiOD in effort expended by producers 1 --as 

Estimated change in average per unit 
worth of manufactured goods intended 
for human consumption (worth mea­
sured in dollan of constant purchasing 
power, at wholesale) -10 

Estimated change in average COlt of 
fabrication, to consumers. per unit of 
manufactured goods intended for hu­
~an consumption (mst measured in 
dollars of constant purchasing power, a. wholesale) -'4 

-S5 

+S 

-.6 

-8 

1 Industrial productivity. with reference to which these measurements of 
changing fabrication costs are estimated, is, measured in terms of output per 
wage earner for the periods lBgg-1914 and 1914-29. output per man hour 
lor the period '92NS. 

of the gains from increased productivity was passed on to 
consumers in the form of lower prices. Production expanded. 
employment opportunities increased. and labor displacement 
was kept to a minimum.' Over the fifteen·year period from 
1914 to 1929 there was a net reduction of approximately 83 
per cent in the real cost of fabrication. This exceeded the 
considerable savings of human energy during the pre-War 
period. Yet the average selling price of manufactured goods 
in 1929 was some 8 per cent higher. in doIIars of constant 
purchasing power. than in 1914. In spite of the tremendous 
gain in productive efficiency in manufacturing industries. 
buyers of manufactured goods were forced to give more for 
them. in commodities at large. than in 1914. The final entry 
for this period indicates who actually gained from the in-

40 Industrial displacement during this period is discussed in Economic Tend. 
end., (pp. 4.!t'I5). From .8g9 to '9'4 only one of every 48 men employed 
withdrew &om or was forced out of the inawtry in 'Which he was working, 
over each five-year census period. (The figure given is an average. of mune.) 
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crease in productivity. Although productive efficiency went 
up. the per unit cost to consumers of the services of agents 
of fabrication showed a net advance of some 19 per cent. A 
substantial ponion of the gains from increased productivity 
during the post·War period was reaped by agents of fabrica­
tion. Indeed. since the prices of fabricated goods advanced. 
in relation to general commodities at wholesale. it would 
appear that agents of fabrication gained more than the re­
wards of increased productivity. actually encroaching upon 
the incomes of other economic groups. 

Tendencies of the same sort persisted during the years of 
recession from 1929 to 1933. Productivity continued to in­
crease. and real fabrication costs were-reduced approximately 
16 per cent. Average per unit selling prices of goods intended 
for human consumption were reduced. in terms of constant 
dollars. but by only half the apparent decline in real fabrica­
tional costs. That this drop was due to declining material 
costs is revealed by the final entry in the table. The cost to 
consumers of fabricators' services. per unit of consumption 
goods produced. advanced 2 per cent during this period of 
recession. in spite of the increase in productivity.' 

5 Certain important qualifying considerations should be noted. The figure 
cited are fully accurate, as measurements of the changing rewards of fabri­
cators, only on the assumption that fabrication played the same role in 
production in the different yean compared. It is assumed. in other words. 
that no change occurred in the quality of manufactured goods. as a result 
of more refined fabrication. Such quality changes did occur. The average 
finished product of 1933 represented more 'units' of fabrication. fewer 'units' 

'of raw materials, than did the average finished product of 1914. However. 
there quality changes do not explain the notable shift in the relative rewards 
of fabricators. Detailed study of the records of individual manufacturing in~ 
dustries reveals a general advance in fubricational costs, not mmpcnsatcd by 
corresponding changes in quality. 1£ full acoount muld be taken of quality 
changes the apparent gains of fabricators from 1914 to 19!! would be less­
ened. but by no meaDS ~. 

Again. our conclusions are restricted by the assumption that the actual 
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The survey of productivity changes in manufacturing in­
dustries and their incidence between 1899 and 1933 has 
yielded the following general conclusions: 

The increase of 30 per cent in productivity from 1899 to 1914. 
and the corresponding decline of 23 per cent in the productive 
effort required to fabricate a unit of goods. benefited consuming 
groups. Agents of fabrication. as producers. secured only a small 
portion of these gains. 

The increase of 49 per cent in productivity from 1914 to 1929. 
and the corresponding decline of 33 per cent in productive effort 
required to fabricate a unit of goods. worked largely to ~ ad­
vantage of producing groups. A substantial portion of the total 
gain in productivity was secured by manufacturing wage earners. 
as producers. while ownership and management scored gains 
actually exceeding the advance in productivity. Wage earners 
and salaried workers. as consumers. also benefited, but consum· 

effort of production may be measured in terms of number of men employed 
or of man hours of labor expended. This would be accurate if we could take 
acmunt of all the indirect labOf' embodied in capital equipment. This is 
done only in part in the measurements here employed. Because some of 
the capital goods used in production embody labor not included in our 
measurements. the actual advances in productivity and the actual reductions 
in productive effort expended on each unit of goods Were probably somewhat 
smaller than those here indicated. 

In assessing the gains ot labor no account is taken of displacement and 
unemployment. resulting from technological change. We have attelllpted to 
define changes in the real rewards secured per worker or per hour of labor, 
not variatio~ in the aggregate rewards of labor as a class. For the purpose 
of the present analysis: it is: proper to measure real rewards in terms of a 
man or a man hour unit. ' 

Finally. the index numben used in the deBating process, in attempting to 
measure changes in the real rewards of both producing and consuming 
groups. are not exact instruments. A margin of error which we may not 
precisely define is: present in using them for the purpose of shifting from 
the money level to the commodity level of contributions and rewards. Here. 
as in other respects. the instruments used provide approximations to the 
desired results rather than definitive measurements. It is improbable. how­
ever. that closer approximations would revene the essential features of the 
movemenU recorded in the text. 
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ing groups drawing incomes from the sale of primary products 
actually experie~ced advances in the real costs of the .manufac­
tured goods they purchased_ (If account could be taken of the 
gain in productivity in agriculture and mining over this period 
the position of primary producers in '929, relatively to '9'4, 
would be more favorable than the present figures indicate.) 

The increase of '9 per cent in output per man hour from 1929 
to '933, and the corresponding drop of 16 per cent in the pro­
ductive effort required to fabricate a unit of goods, worked 
chiefly to the advantage of producers. Wage earners, as con­
sumers, gained also, since hourly rates of pay were maintained, 
but nQ other consuming group among those here dealt with 
shared appreciably in the cost reduction. Farmers were forced to 
meet a very great advance in the real c,?sts, ~!> them, of fabricat­
ing services on the goods they purchased. 

Certain rather important reservations attaching to these 
various measurements have been suggested in preceding 
pages. Correction for possible errors involved, if they could 
be made, would doubtless change the measurements some­
what, but it is unlikely that our conclusions concerning the 
general movements of the periods covered would be mate­
rially modified. Over the thirty-four years here reviewed the 
productivity of manufacturing industries increased steadily; 
indeed there is evidence of acceleration. But the gains result­
ing from advancing productivity were allocated in quite 
different ways in the several periods reviewed. The essential 
fact is that prior to 1914 the major share of the benefits of 
higher productivity and declining real costs of fabrication 
went to consumers; thereafter the chief shares went to pro­
ducing groups-to wage earners, ownership and management_ 

The reasons for this striking shift in the incidence of in­
creasing productivity can not be fully established, but cer­
tain of the major factors may be briefly suggested. 

The pre-War period was marked by a general and sus-
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tained advance in commodity prices. During the later period, 
following the sharp War·time advance, a considerable net 
decline in prices occurred. Labor costs and overhead charges, 
which are important elements of the fabricational margin, 
tend to lag behind the level of wholesale prices. Accordingly 
such costs, as a percentage of selling price, tend to decline 
when the trend of prices is rising. to increase when the trend 
is declining. 

During the War a strong stimulus was given to the pro­
duction of raw materials outside Europe. When the special 
needs of the War passed and when European countries re­
turned again to full productive activity. raw material pro­
ducers were in a weak market position. The decline in the 
prices of primary products strengthened the relative position 
of fabricators. Price weakness among primary producers per­
sisted during a large part of the post-War decade and during 
the latest recession. This weakness and the relative strength 
of fabricators contributed to the change. noted in the division 
of the total value product of manufacturing industries. 

The restriction of immigration into the United States 
strengthened the bargaining position of A!nerican labor in 
the War and post-War years. This was accompanied by a 
fairly general change in the attitude of large employers on 
the wage question. The principle of maintaining purchasing 
power through high wages was widely endorsed. Acceptance 
of this principle was partly responsible for the increase in the 
share received by manufacturing labor in the fruits of ad­
vancing productivity. 

During the first post-War decade consumer demand was 
heavily supported by important non-recurring elements. A 
greatly expanded reservoir of credit was drawn upon to 
finance the increase in installment purchasing. Speculative 
profits. reaped in securities and real estate markets. were in 
part used to purchase consumption goods. Lending abroad 
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on a large scale supported heavy foreign purchases. With 
demand thus strengthened it was easier for the sellers of 
manufactured goods to maintain the fabricational margin 
and the selling prices of manufactured goods. even though 
productivity was increasing and costs of production were de­
clining. 

We may think of t~e gains of industrial progress through 
advancing productivity as being divided through a three­
cornered pulling and hauling contest among primary pro­
ducers. agents of fabrication and consumers. In pre-War 
years primary producers and consumers stood in positions of 
relative advantage and reaped most of the benefits of rising 
productivity. The tide turned with the· end of the War. 
Primary producers lost bargaining power; the uend of prices 
and special post-War circumstances contributed to strengthen 
the position of fabricators. Among consumers. primary pro­
ducers were in a weak position. The buying power of other 
important consuming groups was artificially bolstered. so 
that competitive pressure on the demand side. towards lower 
prices. was greatly weakened. 

INDUSTRIAL PRODUcnVITY AND ECONOMIC FRICTIONS 

The preceding pages have dealt with a variety of changes 
that occurred during the War. the post-War expansion and 
the recent years of recession and recovery. The adverse for­
tunes of primary producers. the expansion of fabricational 
margins and the increased returns of fabricators. the per­
sistence of relatively high prices for many types of finished 
consumers· goods and of capital equipment-these have been 
characteristic of the entire period since the War and stand 
in notable contrast to the conditions and tendencies prevail­
ing in the United States during the several decades before 
the War. Coexistent with these conditions we have noted a 
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steady increase in industrial productivity in manufacturing 
industries; unemployment that prevailed even under condi­
tions of general prosperity. that reached extreme proportions 
during the depression and persisted with exceptional ob­
stinacy during recovery; the prevalence of inflexible prices 
and of other economic rigidities that constitute important 
sources of friction in the continuing processes of adaptation to 
changing economic circumstances. 

Many forces lie behind these phenomena. We should 
unduly simplify a situation into which many variables enter 
and in which causal connections run in diverse directiGns if 
we should seek a single explanation· of the conditions dis­
cussed in this study. Yet something of a unifying principle 
is to be found in the relations traced in this chapter. Chang­
ing productivity and its diverse incidence. on the one hand. 
economic frictions that impede prompt adaptation to such 
changes. on the other. bulk large among the complex of 
factors responsible for the spotty prosperi~y. the persistence 
of unemployment and the shifts in price relations and in 
. the distribution of purchasing power that have characterized 
recent years. 

Changes in technology and related variations in industrial 
productivity are perhaps the chief dynamic element in mod­
em economic systems. Such changes are continually occur­
ring; recently they have been of exceptional magnitude. Their 
direct effects and repercussions are felt over a wide range. 
They involve substantial alterations in the manner in which 
productive resources are used. in the demand for labor. in 
production costs and prices and in the current distribution 
of purchasing power. But the inci~ence of these changes is 
subject to alteration. The character of demand for the prod­
ucts of the industries affected. the nature of the change in 
productivity and the strategic power of the producing and 
consuming groups directly concerned influence the immedi-
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ate results of an increase in productivity. So far, however, 
it remains a somewhat narrow problem. Our social attitudes 
and immediate economic interests, as individuals, may give 
us reasons to be concerned with the effects of given changes 
in productivity. So long as these are restricted to the groups 
immediately involved in particular technical or organiza­
tional improvements the working of the economic system as 
a whole is not affected. But because we do not have a per­
fectly flexible price system and fluid factors of production, the 
repercussions of changes in productivity have general sig­
nificance and are of high importance in the study of economic 
processes at large. When institutional conditions give rise to 
serious frictions and delays in the adaptation of the elements 
of an economy to changes in productivity, when the opera­
tions of the entire system are adversely affected, then such 
changes cease to be of narrow and specialized interest only. 

In preceding pages emphasis was placed upon the role of 
points of diffusion, centers from which the effects of changes 
m industrial productivity were diffused throughout the price 
and distributive system. In a frictionless, fluid economy these 
effects would be as quickly transmitted from a few points of 
diffusion as from many, and there would be prompt and im­
mediate adaptation to them. But when frictions are present 
the number of points for the dissemination of the effects of 
changes in productivity becomes of prime importance. With 
many points of diffusion the influence of particular frictions 
would be lessened, and prompt utilization of released ener­
gies, human and other, would be expected. With few points 
of diffusion (as when restricted groups secure the first ad­
vantages of higher productivity) only a remote connection 
would exist between the new purchasing power accruing to 
particular economic groups and the energy released by ad­
vancing productivity, and the obstacles to prompt utilization 
of these energies would be many. The frictions and impedi-
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ments characteristic of a modern money economy would im­
pede the rapid spread of purchasing power shifted from its 
briginal channels. 

Of course, many evidences of prosperity may be present 
even though gains in productivity are not reflected in lower 
fabricational margins and reduced prices of finished goods. 
Wage rates and the aggregate earnings of labor employed in 
manufacturing industries may be high.· Corporate earnings 
may be large and the prices of securities may rise to high 
levels. Indeed, the high fabricational margin made possible 
by productivity gains not passed on to consumers may .con­
duce to just these conditions. But when the advantages of 
higher productivity find this outlet, prosperity may for long 
periods be limited to special groups. The rewards of primary 
producers may remain low, relatively to the prices of finished 
goods. Volume of sales and of production may remain low, 
in comparison with productive potentialities and the needs 
of consumers at large. Unemployment will persist in large 
volume. Industry will be burdened with high overhead 
charges, because of the high cost of finished capital goods. 

Ultimately, as the new purchasing power ~f favored groups 
slowly diffuses through the economy, a higher level of activity 
is to be expected unless further complications intervene. Yet 
such complications may occur, giving rise to a semi·perma­
nent condition of concurrent prosperity among some eco­
nomic groups, unemployment and persistently low returns 
to other groups. It is conceivable, under modern conditions, 
that portions of the increased income of the favored groups 
may never become effective in stimulating the productive 
energies released in the first instance by the gain in produc-

It The part that wage payments in manufacturing industries play in the 
buying activities of consumen at large is indicated by the fact that in 1929 
such wages constituted. 14 per cent of the national income paid out: in 1988 
the corresponding percentage was 11. . 
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tivity. A loan abroad, expended in foreign markets and ulti· 
mately disavowed by the borrower, exemplifies such a de­
velopment. Far more important as a cause of continuing" 
maladjustment of this type is the mere persistence of techno­
logical improvement, with new gains displacing workers in 
one section while the frictions of a modem economy impede 
the diffusion of the augmented purchasing power of favored 
groups in other sections. 

Precisely this condition has characterized the post-War 
economic scene. Industrial displacement and technological 
unemployment were in evidence prior to the recession of 
1929.' The whole post-War situation, marked by high fabri­
cational margins, high prices to consumers, high prices to 
buyers of capital goods, relatively low rewards to primary 
producers, is related to this basic fact. The gains of higher 
productivity were reaped, in the main, by particular groups, 
occupying strategic positions.· Because of the many frictions 

TIn each of the three biennial census periods from 1913 to 1929 one man 
out of 20, on the average, withdrew from or was forced out of the industry 
in which he was working. This was more than double the separation rate 
prevailing over census periods more than twice as long. prior to the War. 
The separation rate increased greatly. of course, from 1929 to 19!!. 
8 Confirmation of this statement is found in the rapid growth of profits. the 
large additions to corporate surpluses and the high post-War level of real 
wages in industrial enterprises (see Economic Tendmci~$. pp. 416-528). The 
following figures reveal more sharply the relative gains of wage eameI1. The 
industries here represented (commercial and savings banks, mining. manu­
facturing, construction, railroads. Pullman and express, water transport. street 
railways, telephones and telegraphs. private electric light and power com­
panies) extend beyond the industrial sphere. but the general tendencies we 
have discussed are clearly shown by fhe composite figures. The averages given 
have been computed from annual data cited by M. A. Copeland ("National 
Wealth and Income-An Interpretation", Journal 01 the American Statistical 

Association, .Tune 1985, p. !J84)· I909-I3 I919-23 192~8 1929-J2 
Aggregate pay rolls as a percentage of 

.total realized income, banks and 
non-farm industries 71.9 8t4 79·9 77.0 

(Footnote 8 concluded on p. 461) 
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present in the post-War world, the process of diffusion, by 
which the higher purchasing power of these groups was 

-brought into contact with the productive energies released 
by advancing industrial efficiency, was protracted_ Persistent 
maladjustments, the most obvious of which was industrial 
unemployment, were the outward manifestations of this con­
dition. Special circumstances in the form of fortuitous addi­
tions to the current income of consumers at large lessened, 
for a time, the adverse effects. With the removal of these cir· 
cumstances, and under the pressure of other forces during 
recession, the maladjustments became pronounced from ,1929 
to 1933. 

The character of these maladjustments and the changes 
during the recovery from 1933 to 1936 were discussed in 
preceding chapters. This recovery has been fairly broad, in its 
effects on economic groups. Price disparities have been re­
duced, the incomes of primary producers have been raised, 
wage rates have advanced in manufacturing industries and 
volume of employment has increased somewhat, Yet in spite 
of these gains it cannot be said that prosperity is general in 
1936, or that the benefits of recovery have. been evenly ap· 
portioned. Unemployment persists in great volume; the ag­
gregate volume of industrial production has barely touched 

(Realized income is total income. excluding additions to corporate surplUS. 
The groups included accounted for about 40 per cent of the total realized 
income of the country in 1929.) 

The proportion of realized mcome going to wage earners in these indus­
tries advanced markedly over the decade 19o9-lS to Ig1!t-23. Some decline 
occurred thereafter. but even the depression years witnessed a higher average 
ratio of pay rolls to realized income than prevailed prior to the War. We 
should note, too, that other portions of the fabricational margin were ex­
panding precisely when the pay roll percentage declined after 1923. Profits 
rose markedly from '1923 to 1929. and overhead charges expanded relatively. 
from 1929 to 1932. The entire post-War 'period was marked by relatively 
high disbursements to income recipients deriving their rewards from the 
fabricational margin. 
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the level of 1926, although the decade has brought an increase 
of about eleven million in the population of the United 
States. The rewards of primary producers remain relatively 
low, if we exclude special benefits not arising from productive 
operations. Fabricational costs are high, wage rates are high 
and profit rates are advancing. The fundamental require­
ments of a large volume of general production and a rate of 
activity that will absorb the industrial unemployed have not 
been met. . 

The situation, it has been here suggested, is related to three 
·basic characteristics of post-War economic conditions in the 
United States. First, industrial productivity advanced notably. 
From 1929 to 1936 the productivity of 1!1anufacturing indus­
tries in the United States showed an apparent increase of 
some 25 per cent. This figure could be substantially reduced 
to allow for possible errors but it would still represent a 
notable advance in the efficiency of industrial enterprise. 
Second, the chief immediate gains of this great advance were 
reaped by the fairly restricted groups directly engaged in 
manufacturing operations, that is, by manufacturing labor 
and the managers' and owners of manufacturing plants. 
Primary producers and the great body of general consumers 
shared in only a limited degree in the fruits of higher pro­
ductivity. (Certain industries constitute exceptions to this 
general condition.) Finally, this whole post-War period was 
marked by economic frictions that retarded the necessary 
adaptations to industrial change. Inflexible prices, relatively 
fixed overhead charges, private control, governmental regula­
tion and other obstacles to the fluidity of productive agents­
these were not new to the post-War scene but they played 
important parts in the developments of the last fifteen years. 
The first of these three conditions meant 'that the flow of 
~urrent purchasing power was being altered and that pro­
ductive energies were bei~g released from their accustomed 
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applications. The second meant that the accretions to the 
purchasing power of the first beneficiaries of increased pro· 
ductivity were being diffused from a limited number of 
points. since primary producers and consumers at large 
shared but slightly in the first gains. The third condition. 
combined with the second. meant that adaptation and re­
adjustment to the changed conditions would be slow. that 
effective connections between accretions to purchasing 
power and released productive energies would be tardily 
established. Relatively wide fabricational margins. relatively 
high prices of finished goods. spotty prosperity. persistent 
unemployment and subnormal production are related to 
these three basic conditions. 

The technical changes. organizational improvements and 
advances in individual aptitudes and skills that increase pro· 
ductivity will continue. The forces that have brought such 
advances in the past show no signs of weakening. Moreover. 
economic frictions will persist. The free. flexible system 
under which immediate adjustment to changes in operating 
conditions could be effected never existed. in reality. Eco· 
nomic forces proper' have tended to create ~ew frictions. as 
earlier rigidities have broken down. Frictions of other types 
are generated when social considerations are given precedence 
over considerations of private gain. We must look forward 
to a continuation of the conditions under which changing 
productivity. on the one hand. and persistent frictions. On 
the other. play central roles in the processes of economic life. 

The effects of these conditions on the working of the 
economic system as a whole will depend on the degree of 
friction that prevails and on the manner in which the gains 
of enhanced productivity are first apportioned. Economic 
frictions will persist. but their growth may perhaps be cur­
tailed. If adequate social justification should be required for 
every source of continuing economic friction. restrictions and 
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disturbances that do not pay their way in social returns 
might be reduced. with a resulting increase in the efficiency 
of economic operations. This is not a suggestion that com­
petition should be unrestricted. or that public regulation 
should cease. There is ample social justification for many of 
the controls that exist today. It is probable. however. that 
many of the price inflexibilities and other obstacles to the 
prompt readjustment of economic relations that industrial 
change necessitates arise from faulty policies in business ad­
ministration and labor organization. monopolistic and semi­
monopolistic 'pockets' in the competitive system. needless 
rigidity in rate regulation. attempts at control that outrun 
our knowledge of the forces and re!atioll.s involved. True. 
we do not have a fully competitive system. and the currents 
of social change seem to be moving us further away from 
such a system. But in noting the many restrictions upon com­
petition we must not overlook the wide areas over which 
fairly effective competition prevails. Our economic fortunes 
and our living standards depend upon the working of a sys· 
tem still essentially competitive. and in our appraisal of 
economic ills we must recognize this fact. Until we have the 
knowledge and the power necessary to a broader type of 
economic planning and control than we have yet attempted. 
we must depend upon essentially competitive forces for the 
regulation of economic processes at large. If. under these 
conditions. the advantages of increasing industrial produc­
tivity are to be widely shared. and if increases in productivity 
are not to be allowed to cramp and retard the operations of 
the productive system. restrictions upon the piling up of 
socially unnecessary frictions. whether of private or public 
origin. may be desirable. 

In the main. however. it is not to a lessening of economic 
fril=tions that we may look for escape from the difficulties we 
face in seeking to avoid the losses and secure the gains of 
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advancing productivity. In a system inevitably restricted by 
necessary public regulation and by the operating conditions 
of private industry, perhaps the chief means of minimizing 
these difficulties is the immediate spreading of industrial 
gains over the· widest possible area. The cramping influence 
of frictions may be reduced to a minimum when the benefits 
of enhanced productivity are diffused from many centers. 
The purchasing power that is shifted from one group to an­
other, as a result of technical or organizational improvements, 
may in this manner be brought into most immediate contact 
with the energies released by these improvements. 

From a social point of view it is desirable that gains in 
productivity should bring a larger output, with advanced 
living standards for consumers at large, rather than special 
advantages for some, coexisting with idleness of important 
.productive resources. These ends may be most readily at­
tained through a reduction in the selling prices of the finished 
goods immediately affected by the productivity gain, a re­
duction equivalent to the saving in cost of production.' For 

• This statement of the conditions that arise with advances in productivity 
deals with general considerations only. and with the $~TQ,tegy of economic 
adjustment rather than with tactics. It does not take account of the prob­
lems of the individual manufacturer in setting the selling price of a specific 
commodity. On this level the issues are numerous and complicated. The 
various elements of cost, on a per unit basis, are hard to differentiate. diffi­
cult to measure. The probable effect of a given change in price on volume 
of sales is largely a matter of guess-work. until the step is taken. At a given 
time many of the costs of the individual enterprise are fixed. and the manu: 
facturer is not free to adjust them in the light of changed productive condi­
tions. Moreover. many manufacturers are several stages removed from the 
final market. with numerous distributional costs. not open to their control. 
intervening between their selling prices and the final prices paid by the COD­

lumers. These various circumstances render the fixing of a suitable selling 
price perhaps the _ h*dest single problem confronting a manufacturing pro­
ducer. We gain only a distorted view of the issues faced in effecting social 
adjustment to changes in industrial productivity if we fail to recognize the 
complexity of the price-setting problems ~f ~ndividual manufacturen. and 
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goods of elastic demand this would mean immediate absorp­
tion of all or part of the energies released by the gain. For 
goods of inelastic demand a shifting of productive resources 
to other employment is inevitable. In either case the wide 
sharing among consumers of the benefits of higher produc· 
tivity would lessen the adverse influence of economic fric· 
tions and contribute to a prompt use of the released produc· 
tive energies. 

the magerness of present economic knowledge concerning them. But the 
price-making policies of business men. the tactics of intelligent business ad­
ministration. may be adapted to broader principles. The present statement 
is concerned with such principles, relating to the task of adaptation to indus­
trial change under the existing economic organization. 



APPENDIX 



APPKNDIX I 

FREQUENCY TABLES 

PERCENTAGE DISTRIBUTIONS OF SELECTED ,LIsTs OF CoMMODI­

TIES, CLASSIFIED ACCORDING TO DATES OF RECESSION 

AND REVIVAL OF WHOLE.SALE PRICES DURING Two 

BUSINESS CYOLES 

FREQVENQES (peT cenl) 
TIME OF IlECESSlON OF REVIVAL OF aECESSlON OF JtEVlVALOF 

PRICE TURN 1 I91~Z9U 19u - r92J 192'-19)2 19}·-r9}6 
-,S4 to -82 .. 
-31 to --29 0 
-28 to-26 .. •• 
-25 to-25 09 '0 
-21 to -10 6.1 1·5 
-19 to -17 .6 3-7 1.8 
-16 to -14 0 8·9 1.8 
-15 to_11 , .8 109 6·9 _.8 
_10 to - 8 8.0 17.8 8·7 9·5 
-7 to -5 609 " .. 8·5 11·9 
-4 to -1 10·5 11·5 "-4 6,9 
-110+1 26·5 10·9 4-5 18-4 
+-'0+4 '7.6 u·5 6·5 25.1 

+5 tO +7 ao.6 10·5 6·9 7-5 
+ 8to +10 5·- ".8 4-5 5·5 
+ll to +15 2.8 7.8 H I.! 
+14 to +.6 .8 '·5 5" 1.8' 

+17 to +'9 .! 09 5.0 1.1 
+10 to + .. 0 ..8 -4 
+-5 to +-5 ·5 •. 8 .-+_6 to +28 1·5 -4 
+-9 to +!' 09 0 
+52 '0 +54 09 .. 
+35 to +57 -4 .-
+38 to +40 .6 
+41 to +43 -4 
+44 to +46 0 
+47 to +49 .. 
T50 to +5- 0 
+55 '0 +55 0 
+56 '0 +58 .-No tum reoorded 5-5 

I The figures in this oolumn indicate the" number of months by which the 
price turns of Specific commodities precede (_) or lag behind (+) the major 
turns of the general index of wholesale prices. 
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APPENDIX II 

DISTRIBUTION OF WEIGHTS AND CLASSIFICA­
TIONS OF COMMODITIES IN WHOLESALE PRICE 
INDEX NUMBERS OF THE NATIONAL BUREAU 

OF ECONOMIC RESEARCH 

APPENDICES II and III of Economic Tendencies in the United 
States contained annual index numbers of wholesale prices for 
various commodity groups. with an expllmauon of the procedure 
employed. Appendices III and IV of this volume contain some 
additional group index numbers for the period 1913-29 and 
measurements for later years and months. together with some 
modifications of the earlier series. The increase in the number 
and character of the price series available for recent years has 

. made it possible to enlarge the sample. At the same time. some 
changes have been made in methods of averaging and weighting. 

The . index numbers for the period 1913-29 are geomecric 
averages of relative prices. unweighted except that important 
commodities have been represented by more than one series of 
price quotations. The annual and monthly index numbers for 
the period from 1929 to date are weighted arithmetic averages. 
or their aggregative equivalents. Weights are based on average 

. quantities produced in 1927 and 1931. and on corresponding 
values. Certain commodity groups. notably foods; have been re­
duced in weight because of their relatively heavy representation 
in the index. 

Price series used. their weights and the details of the classifi­
cations employed are indicated below. The weights given are 
average values of the quantities produced in 1927 and 1931. ex­
pressed as thousandths of the total value of all the commodities 
included in the index. 
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APPENDIX 11 

DISTRIBUTION OF WEIGHTS AND CLASSIFICATIONS OF COMMODITIES 

IN WHOLESALE PRICE INDEX NUMBERS'OF THE NATIONAL 

BUREAU OF ECONOMIC RESEARCH . 

The complete titles of the various columns are as follows: 

Column , , 
(3) Weight (aggregate weight placed equal to 1000) 

(4) Products originating on American farms 
(5) Products other than those originating on American 

farms 
(6) Foods 
(7) Non-foods 
(8) Producers' goods 
(9) Cons~men' goods 

(10) Goods entering into capital equipment 
(IJ) Articles of human consumption 
(12) Building materials 
(13) Fuels used in production 
(14) Producers' goods destined for human consumption 
(15) Non-durable goods 
(16) Durable goods 
(17) Fuels used in production 
(18) Crops 
(19) Animal products 
(20) Metals 
(21) Non-metallic minerals 
(22) Forest products 



(.) (I) (S) (4) (5) (6) (7) (8) (9) ('0) (ll) ('2) (.S) ('4) ('5) (.6) ('7) (.8) ('9) (10) (21) (II) 
... .., 
to 

w 
:2 c ~ ~ Z .. ~ ,,- .. 

'1 
0 • Z 

~ ." O~ 

! I ~ u ~ 
~ 

Z ~ e~ ~~ ~ I:!~ ~ ~ ~ 
:2 Z a i ~ 

~ ! ~ ~ = ~ == '1 < C"l ItAW AND SLIGKrLY h ~ 
:! 

h~ ~ .. = § I :2 

~ 8 ~ ~ ~ ~~ r5 z zz I'l Pl\OCESSED == ~S! en 
MAT£RIAU ZOI " Z Z .. .. < 1Il .... Aluminum 1.52 x x X '" '" '" " " Z 

Antimony 0.25 x x x z z z 
l:<' Apples, fre.h 5 5·54 x x x x z z I'l 

Bananas 5-55 x x x z x z C"l 
Barley • .0. x x X x x x z !;l 

en Baryles 0.25 z x x x x ... 
Beam. dried 1.27 x x x x x x C 
Coal: Z 

anthracite 5 I!J.l7 x x • • x x :.-z bituminous S S5·7' x • • • x x t1 
Cocoa beans • '·77 " • • " x • x 

l:<' Coffee • 7054 • • • • • " I'l 
Copper, ingot 6.84 " " • % lis lis x C"l 
Copra 0.5 1 x • X X X • X 0 

<: Corn I 7054 x • x x • x x I'l 
Cotton, raw 5 26,54 x • x " x " x l:<' 
Eggs 7 7.85 • • " x x 0< x 
Gravel 1.27 " x • x x • 
Hay 5 6·55 " • " " " • • 
Hemp 0.5 1 • " " • " • 



Hides: 
domestic 6 4·Bo x x x x x x x 

for~ign "1.01 x X x x x x X 

Hops 0.15 x • • x x • • 
Iron~ 

ore a 6·33 x x x ~ \4 \4 1,4 x x 

pig 7 11.41 x X X ~ \4 \4 \4 x x 

Jute 0.25 x x x x x x 

Lead. pig 1.28 x x x x x x 

Lemons 1.01 x x X x x x 

Livestock: 
cattle 5 11.27 x x x x x x x 

~ hogs a .6·59 x x x x x x x 

sheep 3 a·79 x x • x x x x .." 
to! 

,'poultry • 4030 x x x x x x x 

S Lumber: 
lath 0.25 • x x Il :: x ~ 

timber '3 .B-49 x x x lis % lis • x ... ... 
Milk. fresh' 3 30.39 x • • x x x 

Nickel. ingot 0.25 x x x x • x 

Niuate of soda ,.0. • x X x x x 

Oab a.03 x x x • x x x 

Onions • 0.51 • • X • X • 
Oranges 1 5.32 x X X • • • 
Peanuts 0.76 x x x x x x 

Pepper 0.25 x • x X Il • 
Petroleum. crude 3 25·B3 x x x ~ V. V. V. ~ x 

Phosphate rock 0.25 Il • x • Il Il ... 
(.) (a) (3) (4) (5) (6) (7) (B) (g) (10) (Il) (u) ('3) (14) (15) (16) (17) (.B) ('9) (.0) (I.) ( .. ) 

..., ... 



(I) (I) (3) (4) (5) (6) (,,- (8) (9) (10) (II) (12) (15) (14) (15) (16) (I') (18) (19) (20) (II) (II) .... RAW MATEltJALI (conI.) ...... .... Potatoes 5 10.63 s s s s s s 
Quicksilver 0.25 x s '" • '" x 
R.ubber~ aude 3 ,.85 x '" x !4 !4 !4 x x 

'<l Rye 0.5 1 x '" X X X X '" li<' 
Sand '" '" '" x '" '" 

.... 0.5 1 n Seeda 4 5·54 x '" x '" '" '" '" to! en Silk 4 8·56 x '" '" " x '" x .... Silver 0.,6 '" x '" • x '" x Z 
SiJal 0·51 '" '" x '" • '" li<' Steel ICI7Ip 0·51 S '" '" '" x x to! 
Stone 1.52 x '" x '" x '" n 
Sugar, raw ,.60 '" s s x x s s !:l en Sulphur, aude '0.,6 s s x !4 !4 !4 !4 'h x .... 

0 Tin, pig 1·55 s s s s s s Z Tobacoo, leaf I 5·06 s s s s " s s 
Wheat 6 19.15 s s s s " s s ~ Woodpulp 4 4-50 s s • S E' " " t:I Wool, raw 9 5·55 x s s '" '" s s 

1:: Zinc. .lab 1·51 s S '" S S '" n 
JlANUFACfOREDCOODI 0 
Acid: <: 

to! carbonic 0.15 s s '" '" '" E S li<' cltric 0.25 • E '" '" '" '" s >< 
nilric 0.15 '" '" '" '" x s 
oleic 0.15 x x x '" x x x 
stearic 0.15 x '" x x " x s 
sulphuric 1·77 s s s 'h 'h 'h 'h 'h 



Agricultural implemenu: 
binder 1 0.15 z z z z z z 
cultivator 0.25 z z z z x x 
engine. I H.P. 0.25 x x x x z X 

halTOWS I 0.51 X X X X X x 
hoes 0.15 x x x x x x 
mower. hay 1 0.15 x x x x x x 
plow. tractor 1 0.15 x x x x x X 

I hone 1 0.15 x x x x z x 
pumps 1 0.25 x x x x x x 
rakes. self-dump 1 0.15 x x x x x x 
teparator, cream 0.15 x x x x z z > .hovels 0.15 x x x x x x ~ spreader. manure 0.15 x x z z x x to! 
wagons, 2 hone 1 0.15 x x z z z z ~ i\lcohol: 

, denatured 0.51 z x '" x .'" x x >< 
grain 1 1.17 x x z x z x x .... .... 
wood 0.15 z x z '" z z x 

Aluminum sulphate 0.05 z x x x x x x 
Ammonia anhydrous 1 0.15 z x x z z z x 
Asphalt 0.76 z z x '" z x 
Automobile.: 

passenger can 87·99 x x 14. ~ 14 ~ x x 
trucks 1 B.86 '" x x x x x 

Babbit metal 0.51 x x X z z x 
Baking powder 0.76 x '" '" z x x 
Barrels. wooden 1 0.76 x x x x '" x .... ..... 

(.) (a) (3) (4) (s) (6) (7) (8) (g) ('0) (11) (to) ('5) (14) ('5) (.6) ('7) (.B) (.g) (10) (II) (II) '" 



(.) (0) (3) (4) (5) (6) (7) (8) (9) ('0) (ll) (lO) ('S) ('41 ('5) (.6) ('7) (.8) ('9) (20) (n) (n) .... .., 
MFD. GOOD! (cont.) C> 
Batteries • 8-55 x " x x " x 
Belting. leather 0.51 " x " x x x 
Benzine 0.25 " x x x x " ..., 
Blankets: ~ cotton • 0.5 1 " " x x • " C"l 

cotton warp • 0.25 " x x x x tol 

'" wool 0.25 " " x " • x ..... 
Bleaching powder 0.25 x x x x x " x Z 
Board: 

I:: plaster 0.25 " " x x • 
wall • 0.76 x x • " x C"l 

Boilen • 1·52 " X X " " x ~ 
'" Boou and .hoeo '7·" " x " " x " ..... 
0 Borax 0.15 x " x x " x " Z Boxboard , '·77 x x .x x x " x 

Boxes. cigar 0.25 • x x x x • x ~ Braa: 
rodo 0.25 • • x x x x 

I:: Iheets 1·52 " x X x " x 
lubes 0.25 x x " x x x C"l 
wire 0.25 x x x x x x 0 

<! Bread 5 15·7° x • x X A X tol 
Brick 6 5·57 • • • x x x ~ Burlap '·77 x x x x x x x 
Butter 9 .,.68 x x x x x x 
Calcium: 

acetate 0.25 x x x x x x x 



carbide 0.05 x x x x x x x 
chloride 0.15 x x x x x x x 

Camphor 1 0.15 x x x x x x x 
Carpe" a 4.05 x x x x x x 
Ca ..... hipping 1 0.15 x x x x x x 
Caske", 

metal 0.15 x x x x x x 
wood 0.51 x x X • X x 

Castor oil 0.a5 x x x x x x 
Cattle feed 4 4-57 x x x x x x x 
Cement 5-57 x x x x x x 
Cereal breakfast foods 5 '·53 x x x x x x > 
Cheese 5 l.a8 x x x x x x '"" '"" Chlorine 0.15 x x x x x x x t<l 
Cigarettes 7.60 x x x x x x Z 

t:I ,Cigars 5.07 x x x x x x .... 
Coal 'tar colon 4 J.Ol x X X X X X X X 
(Cocoa, powdered 0.51 x x X x x x I:: 
Coke 3 5.88 x x % Ml Ml % Ml % x 
Collars. men's 8 0·5 J x X X X X x 
Comforters 0.15 x x x x x x 
Concrete blocks 0.51 x x X x x x 
Copper: 

rods 0.76 x x x x x x 
sheets 0.76 x x x x x x 
wire 1·51 x x X x x x 

Copper lulphate 0.15 x x x x 'x x x 
Com meal " • .01 X X X X X X .... ... 

(.) (I) (5) (4) (5) (6) (7) (8) (g) ('0) (II) (II) ('5) ('4) ('5) (.6) ('7) (.8) (.g) (20) ( .. ) (II) ... 



(I) (I) (5) (4) (5) (6) (7) (8) (9) (10) (II) (II) (IS) (14) (15) (16) ('7) (18) (19) (10) (II) (II) ... 
"'" UPO. 00001 (conI.) 00 

Com ltarch 0.51 x X X X X X 

Colton goow: 
broadcloth 1.01 x x X x x x x ." 
damuk 0.15 x x x x x x ~ 
deniDll 0.76 x x x x x x E drillinga I 0.5 1 x X X X X X x 
duck I 1.01 X X X X X X X .... 
Bannel • 1"7 x x x x x x Z 
gingham 1.51 x x X x x " ~ mUllin 4 1.01 X " X X X x 
OInaburg I 0.15 x x x x x x 

~ percale I 1.01 x X X X X x 
print clotb I 1·55 x x x X X X 0 sateen 1.05 x x x x x x Z 
aheeting: 

~ bleached I 5-57 x X x x x " brown 5 ·.05 x " x x X' x x 
Bhilling I 1.51 I< X X X X X X 

~ tickinga I 0.15 x " x x x x x 
lire fabric • 1·55 x x x x x x x C"l 

0 toweling 0.76 x x x x x " e yal'lll 5 6,57 x " x x x x x 
Cracken I .5.5" x x x x X x 
Creosote oil 0.51 x X X X X X x 
Cutlery. knlva and 

forb 0.15 x x x x x x 
Doon 1.17 x x x x x x 



EleclrlcilY 16.46 x x % ~ ~ 
'erllU .. n: 

powh: 
manure 1 0.15 x x x x x 
muriate 1 0.15 x x x x x " lulphalO 01 

ammonia 1 0.51 x X X X X X 

IUperphOlphale 1 0.51 x X X X X x 
mixed ferlilizer 6 1,18 x x x x x " Fish, canned and 

cured 4 •.• 8 x x x x x 
Floor coverinp: 

~ fell·bale I 0.51 x X X X X x 
linoleum I 0'76 x x x x x x 

..., 
flour: !i 

rye 0.15 x x ~ ~ x ~ x " 
t:;j 

wheat 9 16047 x x ~ ~ x ~ " x X 
·Frames, door and = window I 0.51 x X ·x x x x 
Fruill. canned: 

appl .. 0.25 x x x x x x 
apl.'icou 0.15 x x x x x x 
chefri .. 0.15 X X x x x x 
.peach .. 0·77 x x x x x x 
pean 0.5 1 x x X x x x 
plneappl .. 0.76 x x x x l! I 

Fruill, dried: 
appl .. 1 0.', X X X X X x !!i 

(I) (I)· (S) (4) (5) (6) (7) (8) (9) (10) (II) (II) (18) (14) (15)(16) (17) (18) (Ig) (10) (II) ( •• ) ... 



(1) (I) (3) (4) (5) (6) (7) (8) (9) (10) (11) (II) (IS) (14) (15) (16) (17) (18) (19) (10) (II) (II) ... 
00 

Mm. COODS (cont.) 0 

Fruits, dried (cont.) 
apricots 0.25 x " x x " " prune. 1 0·51 x " X X " x "'d 
raisjm 1 0.5 1 x X X X X X ~ 

Furniture: C') 

bedroom: t'1 en 
beds: .... 

metal 0.5 1 x x X x x x Z 
wood 0.51 x x X x x x ld 

benches 1 0·1:5 x x x x x x t'1 

dressers x x x x 
C') 

1 1.17 x " !;l 
mattrcsseJ 1.27 " x x " x x en 
Iprings 0.76 x " x x " x .... 

0 
dining room: Z 

buffets 0.51 x x X x x x > chairs 1.01 x " X X Y. X Z 
tabl .. 0.51 x x X x x x t::l 

kitchen: 
~ cabinets 0.5 1 x x X " x 

chairs 0.15 x x x x • x- C') 

tables 0.25 x x x x x x ~ 
living room: ~ chairs 1.16 x x x " x x -< 

davenporlJ 0·51 x x X " X x 
tabl .. loOt x x x x " x 

office: 
arm chain I 0·51 x X X X X X 

• 



desks • 0·51 X X X X X x 
Gas 7-59 x x ~ % % ~ % ~ x 
Ginger ale 1.17 x x x x x x 
Glass: 

plate • 1.01 x X X X X x 
window • 0.76 x x x x x x 

Gloves. leather • • .0. X X X X X x 
Glucose 0.76 x x x x x x x 
Glycerine 0.51 x x x x x x 
Grape juice 0·:115 x x x x x x 
Handkerchiefs: 

cotton: ~ men's 0.25 x x x x x x oog 
women's 0.25 x x x x x x t>I 

linen: Z 
t1 

men's 0.25 x x x x x x ..... 
women's 0.25 x x. x x x x X 

Harness 0.5 1 x x X x x x ~ 
Hats: 

finished 1.17 x x x x x x 
unfinished 0.5 1 x x X x x x x 

Hosiery: 
cotton: 

men's 0.76 x x x x x x 
women'. 1.51 x x X x x x 

silk: 
men's • .0. x x X x x x 
women's 6,58 x x x x x " 

.... 
00 

(.) (oj' (3) (4) (5) (6) (7) (8) (9) ('0) (II) (II) ('3) ('4) ('5)(.6) ('71 (.8) ('9) (00) (u) (22) ~ 



(.) (I) (5) (4) (5) (6) (7) (8) (9) ('0) (II) (,") (.ill ('4) ('5) (.6) ('7) (.8) ('9) (10) (OI) (II) .... 
MFD. GOODS (cont,) co .. 
IrODl, eleclric I 0·5J X " X X X x 
Ironen, electric 0.15 x x x x x x 
Iron and _tee!: 

"" bar iron I 0.51 x X X X .x x ~ ban: C1 
concrete 0·5' x x x x x x !;l 
merchant • a·79 x x x x x x .... 
.heet • '.78 x x x x x x 2! 
Iteel 0·5' x x x x x x lid barrell 0.5 1 x x X x X x to! 

bill ... a·80 x x x x x x ~ boiler tube. • 0.15 x x x x x x 
bol .. : .... 

machine 0·5' x x x x x x ~ plow 0.51 x x X x x x 

~ .'ove 0.5 1 x X x x. x x 
truck 0.15 x x x x " X 

buns 0·5' x x x x x x 

~ cana, I8nitary 5·04 x x x x " " x 
Clltlnga 7.60 x x x x " " lock. 0.5 1 x x X x x x ~ nalla, wire 0.76 x x x x " x 
palla, lIOn 0.15 x x x x x x el pip. S 4.50 x x x x x x 
plat .. 5·55 x x x x x x 
ralla • 1·55 x x x x x x 
rivetl I 0·51 x X X " X X 



rod. 0'76 x x x x x x 
.heeta: 

annealed 8.80 x X x x x x 
auto body •. 17 x x x x x x x 
gal .. nized • 1.01 x X X • X x 

.kelp J 0·5' x x • x x X 

.pik .. 0.15 x x x x x x 
'trip' 0.,6 x • x x x x 
.tructural steel '·55 x x x x • x 
torneplate • 0"5 x x x x x x 
tinplate • 4.05 x x • x • • 

~ tube 0.15 x • x x 'x x 
wire, fence 4 •. 0J x x x x x x 

~ wood.aewa 0.15 x x x x x x 
Jelly. grape • •. 76 x " x x x x 
Jute, ,Y1lI'DI I 0.5 1 • X X X X • X 
,Lard • 5.80 x x x x x x I:: Lavatoriet I 0·51 x X • X X x 
Lead, pipe 0.a5 x x x x x x 
Leather: 

artifidal • • .0. X X X X X x 
domestic s S.o4 x x x x • x x 
foreign 1·55 x x x x x x x 
harneu 0.115 x x x x x x 

Lime I 0.51 x X X X X x 
Linseed 011 I 1··7 x x x x x x 
Macaroni • • .0. X X X X X X .... 

(.) (e). (S) (4) (5) (6) (7) (8) (g) ('0) (II) (.1) (.S) ('4) ('5) (.6) ('7) (.8) ('g) (10) (I.) (II) OD ... 



(.) (I) (3) (4) (5) (6) (7) (8) (g) ('0) (U) ('2) ('3) (.4) ('5) (.6) ('7) (.8) (.g) (10) (n) (I') .... 
MFD. GOODS (COrlt.) :if 
Matches 2 ,.0. X X X X x 
Meats: 

beef: "d 
cured • 0.25 x x x x x x ~ ..... 
fresh 2 '5·'9 x x x x x x n 

lamb • '·77 x x x x x x I>l 

'" mutton 0.25 x x x x x x ...... 
pork: Z 

cured 5 10.13 x x x x x x ~ 
fresh 15.19 x x x x x x I>l 

veal '·58 x x x x x x n 
~ poultry 2 3·<>4 x x x x x x 
'" Milk: ..... 
0 

condemed 1.01 x x X x x x Z 
evaporated 2.29 x x x x " x :> powdered 0.25 x x x x x x x Z 

Mirrors 0.76 x x x x " x 0 
Malaases • 0.5 1 x X X X X X ~ 
Oil cloth 2 0.5 1 x X X X X x I>l 
Oleo oil 0.5 1 x x X x x x x n 

0 Oleomargarine 1.51 x x X x x <: 
Overalb. denim • 2·53 x x x x x x I>l 
Overcoat.l • '·77 x x x x x x :-: 

>< 
Paint materiala: 

paints, prepared 5 4.56 x x x x x 
colon. black. 4 1.01 x X X X X x 
ethyl acetate 0.15 x x x x x x 



green chrome 0.25 x x x x x • gwn; copal 0.25 x • x x x x 
lead: 

red 0.25 x x x x x x 
white 0.51 x x X x x x 

litharge 0.25 X x x x X x 
lithopone" 0.15 x x x x x x 
zinc oxide 0.25 x X x x X • 

Paper: 
book Bo04 z z z x z x • 
newsprint 4'So x x x x x x x 
tissue 0.76 x x x x x x x 

~ wrapping 4·So x x x x x • x 
Peanut butter 0.25 • • • x x ." 

Peroxide 0.15 • • • x z x ~ Petroleum products: 

>< cylinder oil S S·04 x x !4 !4 !4 !4 !4 !4 z 
fuel oil • 10.88 x x !4 !4 !4 !4 !4 !4 x I:: 
gasoline S '9.76 • x !4 !4 !4 !4 !4 !4 x 
kerosene I 3-5S x • x x x • 

Pillow cases 0.25 x x • • x x 
Pipe covering. asbestos 0.76 x x x z x z 
Pipe. sewer 1.27 x x • z x x 
Plaster 0.51 • x X " X x 
Pretzels 0.25 x x • x z 
Putty 0.15 z x x z x X 

QuebrRcho 0.15 x x • • 'x x x 
Radiation .001 • • • x x • ... 

00 (.) (I) (8) (4) (S) (6) (7) (8) (9) ('0) ( •• ) (.I) (.S) ('4) (.S) (.6) ('7) (.8) ('9) (20) (I') ( .. ) "" 



(.) (I) (5) (4) (5) (6) (7) (8) (9) ('0) (II) ('8) (.S) (.4) ('5) (.6) ('7) (.8) ('9) (10) (I') (II) ... 
ex> MFD. GOODI (cont.) 0> 

Rayon 4 3.04 s s s s s s 
Rice I 1.03 s s s x s x 
Roofing: ..., 

,prepared 4 1.03 x x • s s ~ . alate 0.15 s x x • x x 
R.ope: ~ 

cotton 0.15 x s x x s X .... 
JIl3nila 0.51 • x X x x x Z 
lilal 0"5 x x x x x x 

~ ROlin • 0.51 x X X " • x 
Rubber heela I 0.76 x x x x x x 

~ Rubber hose • 0.15 x x x x " x 
Salt: .... 

0 
American • • .0. x X x x x x Z 
granulated • 0.51 x • X X X X X 

~ Salb, window I 0.51 " x x x. x x 
Sewing machines I '''7 x • x x " " Shad .. , window I 0·51 x " X X X x 

r:: Shee .. , bed I o.aS X " X " X " Shellac 0.15 x " x " x " n 
0 Shingl .. • 0.76 x • x " " x <: 

Shirb. men-, I 5.06 " " • • x x .., 
Silk yarn 6 1.18 x x x x " • x :<l 

0< Sinb 0.51 • • x x x x 
Snuff 0.15 s x • x x " Soap 5 S·SI x x X x • 
Soda phoophate 0.15 x x x x x x x 



Soda. plain bollied 1.27 s s s s s s s 

Sodium: 
ash 1.17 s s s s s s x 

bicarbonate 0.15 s s x • x s 

caustic I 0.76 s s s s s s • 
silicate I 0.15 s s s s s s s 

Solder 0.51 s S s s s s 

Soup. tomato I 1·51 S S S ·x s s 

Starch. laundry I 1.01 S S X • • • 
Stoves. cooking 1.78 • s • • s s 

Sugar, granulated I 11·59 s • s • s s 

SuilS. men's and boy" 4 11-40 • s s x s s ~ 
Suitcases 0·1lI5 s • x x • • '" Tableclolhs 0.25 s s x x • • (o! 

Tableware: ~ 
dinner set. I 0.51 • X X • • x .... 

>= 
pilehel'l 0.76 • x x • ~ s .... 
·plates 0.25 s • • • • s .... 
teacups and Ia.Ucen I 0.15 • • " • " • 
tumbleI1 0.25 • s • • • • 

Tallow: 
edible 0"5 • x ~ s • • • 
inedible 0.76 s x • • " • • 

Tar. pine 1·77 s s " • • • 
Tea 0.76 • • • " • " 
Thread: 

cotton 1·54 x • ~ ~ • % • • ,j>o. 

linen 0.25 " • • • • " • co 

(I) (I) (5) (4) (5) (6) (7) (8) (9) (10) (II) (II) (IS) (14) (15) (16) (17) (18) (19) (10) (Ilf (II) 
... 



(.) (.) (3) (4) (5) (6) (7) (8) (9) ('0) (II) ('2) ('8) ('4) ('6) (.6) ('7) (.8) ('9) ('0) (II) ( •• ) ... 
MFD. GOODS (conI.) 00 

00 Tile 4 1.17 x x x " " " Tire. and tuba: 
auto tires • 1140 " " !Is % !Is % x " ." truck and bus tires 1.01 x " X " X " ~ tubes ··79 " " !Is % !Is % " x C'l Tobacco: !;l plug '.01 x x " " x " ..... .moking 8"'4 " ." " " ·x " Z Tool.: 

~ angle bars 0.15 x " • • x x 
augerl 0.15 • • • x " x 

~ ax .. 0.15 x " " " " " files 0"5 " " x " " " 0 hammers 0.15 • x " .. x " Z hatchets 0.1I:!) x • • " x x 
knives 0.15 • • • x x x ~ planes • 0.25 x x " " x " t::I rakes • 0.25 " • " " x " ~ laW, • 0·51 " • • " " x 
vises 0.15 x x x " " " C'l 

TopcoatJ • 1·58 x " X X X X 0 
<: Traveling bap • 0.15 " x " " x x to! 

Trousers: 
~ dress • ·.05 " " • x x " work 

Tum, bath and 
0.5 1 " " " " • " 

laundry • 1.01 " " " " " 



Turpentme 0.15 z z z z z z 
Twine: 

binder 1 0.5 1 Z Z • Z Z • z 
cotton 0.15 z • z z z • z 

Undenvear: 
cotton: 

men', 0.76 • z • z z z 
women', 1·5· z • • • z • 

woolen, men', 0.51 z • • • • • 
Vacuum deanen 1 1.01 • • • • z • 
Vegetables. canned: 

asparagus 1 0.15 z z • • • • ~ 
baked beam 1 0.76 • z • • • z .." 
rom 1 0.5 1 Z • • • x x t-! 

Z 
pea. I' 0.76 z • • • x x t:; 
spinach 0.15 • • • • x x .... 

·.Itring beans 0.51 x x • x • • >< 
. tomatoe, 1.17 • • • • • z == 

Vegetable oil: 
C<lconut 1.01 • • • z x • • 
corn 0.15 • • • • x x 
cottonseed 

, 
1·55 • • x • z x • 

olive 0.5 1 • • • x z z 
palm I 0.5 1 x • • • • z • 

Vinegar 0.15 • z • • • • 
Washing machine. 0.76 • x • • • • 
Wax. paraffin 0.5 1 • • • • .. z • 

(I) (I) (5) (4) .l5) (6) (7) (S) (9) (10) (II) (II) (15) (14) (15) (16) (17) (IS) (19) (10) (u) (II) t, ... 



(I) (I) (8) (4) (5) (6) (7) (8) (9) (10) (II) (II) (18) (14) (15) (16) (17) (18) (19) (10) (II) (II) "" ,.PO; GOODS (cont.) '8 
Woolen and wonted 

goodI: 
flannel 0.15 x x x x x x x ." 
overcalling I 4.05 x x x x x x x ~. 
luiting 5 4-56 x x x x x x x n 
troweling. cotton ~ 

warp 0.76 x x • x x x .... 
women', dress Z 

goodt: 

~ broadcloth • .01 x x X x x x 
crepe 1.17 x x x x x x 

~ dannel 0.76 x x x x x x 
french .... g. 0.76 

.... x x x x x x 0 
lerge. cotton warp I 0·51 X • X X X Z 
sicilian doth, 

~ cotton warp 0.51 x x X x x 
yarDl, wool 8 4-56 x x x X x x x t::l 

Zinc chloride 0.15 x • x x x x x r:: Zinc, sheeta 0.15 x x x x x x 

NOTE: The followIng aeries are compOlha. and are therefore averages of more than one p'rlce aeries: mal, pavel, 8 
land, tobacco leaf. automobilet, boob and shoes, bollen (heating). brJck, c:aaketl, cement, cigarettes. dgan. elec .. ~ 
tricity, furniture. gas. barness. lavatories. leather (call). lim.. match .. (r.gular). pork (frelh). ploWi (hone). ~ roofing (prepared), rubber heell, le,wing machines, Itovel, .UilClIeI, tires and tube •• traveling bagl and wagons. 



APPENDIX III 

ANNUAL INDEX NUMBERS OF WHOLESALE PRICES. 1913-19351 
COMMODITIES OTIIER 

THAN RAW AMERI~ 
CAN FAIlM PRODUCTI 

COMMODITIES MHO (procelJed Amflrican 
ALL JtAW MANU~ PRODVen THAN THOU ORiGINAT- farm poducls P'us 

ClON- MA- P"'CfURED OF AMERiCAN FARMS ING ON AMERICAN FARMS all othef" products, 
YEAR MODITlU TERlAU GOODS Raw Processed Tola) Raw Procesaed Total raw and processed) 

N. 191J I 444 IS' SlI 8S 14· "5 49 170 119 361 
N, 1929. 491 141 S50 8S lSI ISS 59 198 157 409 > IglJ 100.0 100.0 100-0 100.0 100-0 100.0 100.0 100.0 100.0 100.0 '" '9'4 98-1 g8-7 97.8 1024 100·5 101 •• 9',7 95-5 94.8 '97.0 '" t-l 

19'5 loa.8 104·· 101.0 106-9 101·7 1°4.' 99·9 101.6 101.1 101.g ~ 
1916 IIg.1 "7·9 129-4 115-4 111.0 128.8 131•1 IS6·S IS5·5 119·9 .... 
1917 171 •• 1744 1694 181.0 171 .• 175.8 16··9 167.1 1664 168·7 X 
191B 195-7 188.g 1984 006_S 110.1 008.8 164·7 189·S 18S4 195·5 

.... .... 
1919 00304 196.1 106.1 1I1.g 0-4·9 • 15.8 16.-4- 191,1 1&4.6 1994 

.... 
1920 "7·9 101.1 059·5 IU·5 141.9 "So-7 186.6 057·5 114.8 .514 

1921 150 .6 115.0 16··7 114.1 155·9 14304 1164 168 .• 157-7 157·· 
IgU 148·S 155.0 154.8 186-9 1514 145.8 "74 157-5 150 .1 150-9 
192J 1564. 141.5 165.0 145·5 157.0 151-,9 IS8.6 167.9 160.6 1594 
19·4 153-5 14°·5 159·· 146·S 157.8 ISH IS"·7 160 .• 155·5 155·· 
1925 '159·7 15109 1614 1594 100.o 1654 145·9 1574 154·· 15909 

19.6 ISH 145-7 157-5 144·1 160·5 154-8 14".9 155.0 151 .• 155·5 
Fq27 148.5 140 •1 151.0 144·5 158.7 15S.I 184.0 . 146.8 145·8 149·5 ... 
1928 15°·5 144.0 155.1 155.8 16S_1 160-8 118.8 145.6 141.6 149·5 co ... 



APPEND.IX 1I1-(Cont.) 

ANNUAL INDEX NUMBERS OF WHOLESALE PRICES. 1913-1935 

.... 
co .. 

COMMODITIES OTHER 
ALL RAW MANU- PRODUCTS THAN THOSE ORIGINAT· 

COM- PtlA- FACTVRED OF AMERICAN FARMS INC ON AMERICAN FARMS 
COMMODITIES OTHER. ~ ..... 

THAN RAW AMERl-
MODITIES TERIALS GOODS Raw Processed 

148·S 140 .7 151.5 150 4- 159·' 
184·2 122-4- 140.6 128·S 145.8 

Total Raw Processed Total 
155·9 "7·7 145·7 1414 
IS84 11405 IS6'7 Iso·7 

CAN FARM PRODUcrs 

148•1 

IS64 
E 
..... 
Z 

'9J' 12S·' 95-5 12S·5 111·5 97-3 us-s 115.7 118.8 
'9J' 111.8 71.6 1054 gO'7 go·9 "7·7 log·7 108.6 1:: "S4 g6'7 

100.1 80.8 

'9JJ "44 77-5 112.1 97.0 9S·2 1164 log.7 1I0.g ..... ~ 
19J4 126.5 g6'7 130.1 115.7 105.0 U4·8 119.1 1I!.1 :~ 
19J5 124.0 110.0 181.7 113.7 141.8 189.9 104.7 115.6 u8.6 117.1 

108.1 85.0 
117·8 100·9 

o 
J Computed by the National Bureau of Economic Research from data compiled by the U. S. Bureau of Labor Z 
Statistics. For the period 1918-29 the index numbers are geometric averages of relative prices, unweigh~d except >. 
that prices of important commodities have been represented by more than one series. The index numben for the Z 
period 1929-85 are weighted arithmetic averageJ- of relative prices. (See Appendix II for weights and clauifications I:::' 
of commodities.) ~ 

It should be noted that new series of index numbers. originally computed on the 1919 base. and differing some-- M 
what in respect of weights and commodities included from the index number. first computed on the 1918 base. ("") 
have been spliced with the older series to give the annual measurements presented 'in this taBle. This combination ~~ 
leads to certain minor inconsistencies among some of the group and lIubgroup indexes. ~"J 

I The number of price quotation. represented in the averages for the different commodity group. varies from year 
to year all more series have become available. The entries for 1918 and 1919 are minima and maxima, respectively, 
for the period 1918-29. The number of quo~ations Uled for the recent yean is given in Appendix IV. 



PRODUCERS' GooDi 
Destined Entering PRODUCERS' GOODS 

for hu- into DFsrlNED FOR HU-
PRODUCERS' COODS CONSUMERS' GOODS man ~n- capital MAN CONSUMPTION 

y .... Raw Processed Total Raw Processed Total Iumptaon equipment Foods Non-foodl 
N, 191J .0. .6S 164 S· '49 IBo lSI ·S" 54 7B 

N.1929 loB .B4 191 54 166 100 'SI 160 54 7B 

191J 100.0 .00.0 100.0 100.0 100.0 100.0 100.0 .00.0 100.0 100.0 

1914 97·B 95-4 g6·s 101.8 100·5 100.8 9g·6 9S·1 'OS·8 97.0 

,191' • .,.6 102·3 104-4 94·· 101.8 100·5 108.2 100.6 110·4 106.6 

1916 118,9 '44·9 'S8.6 "5·5 116·5 1164 141.5 '85·8 114.8 154.11 

1917 '79·5 ISo.1I 180.1 '56.9 '5B.8 158.6 186.11 '75·9 1711.51 'g4-7 
1918 Ig8·9 201.8 '98.8 172.0 Ig4-7 Igo.6 2 104 .B9·6 .g6·7 SliO.' ~ 
1919 '95·8 203.1 100.1 '9H 109.9 10707 1I11.g .go·9 1118·S 1.,4 '" 1920 101.1 145.0 127.1 105.9 "SH 228·8 118.6 1".1 1°5 .• 118.1 ~ 
1,2Z "7-7 .61.0 143.0 1611.1 .64-7 . 162·5 ul.g .65·5 117.1 u6·7 t::I 
19U 117-8 '54.8 '48·9 '5S·9 '54.8 '54.8 '80.8 '58'7 1111.0 '86·S 

.... 
~ 

192J. I" .• 167.6 '5504 '56.9 '58.1 158 .• 'SB.I '74-8 117·9 '45-7 .... 
1924 'S4-5 •604 150.0 162.1 158 .0 '58.9 'SH 164.1 134.0 '89·7 I:: 
192' '444 '58.5 '5"'9 .84·· .67·' ·fig·9 '4S·6 .6S·9 '44.6 '41.8 

1926 'S5·0 '5S·6 '46.1 '76 .• 161.1 .64-5 152.1 161.8 '85-5 119·7 
1927 IS··8 '47.0 1414 167.1 '57-7 '59-4 u9·9 '54·· 137.1 u5·0 

,1928 ,s6.8 '47-8 '48·' .6g·7 '59.8 161·5 185.1 151.8 '46·S .17.6 

1929 'S'4 '46·9 140 .8 '74.8 '57·· 160.1 uS.S '54.0 '40.8 UU.I 

19}0 111.0 'S5-4 104.6 165.1 '46'7 '49·5 108.6 'S9·5 119·5 101·5 

19J1 86.6 119·3 10S·1 '86.5 u8.0 109·S 8·4 U6.1 88·S 79·' 
19J2 7".9 110.8 9'·4 111·5 114·5 118-4 674 117·11 68·8 67·5 
19JJ 78.6 114·7 96,8 10g.1 "5·5 114·1 74-1 118.6 78.6 76.7 ... 
~9J4 94-7 u6·S 110·7 IOS·6 u8.6 107-5 go.8 u9·5 98·· go.o "" ... 
19J5 105.6 u6·3 116,9 1115.0 'S7·7 'S5·· 101.6 u9·1 119·5 8g .• 



CONIVMEIlS' GOODS ENTERING INTO CROPS 
COODS, PROCESSED CAPITAL EQVlPMENT Raw Raw Raw, 

YEAR Foodl Non-foom Raw Processed producers' comumers' total Processed Total .... 
to 

N, I9ZJ 79 70 28 104 30 17 47 76 113 .... 
N, Z,29 86 80 35 115 30 17 47 77 114 

I,ZJ 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

I9Z4 101.0 99.0 95.1 95·' 101-4; 10a.1 101., 100·9 101.1 ." 
Ii" IgLJ 104.0 99·5 110·8 98,5 11407 go.1 105-3 105.1 105.8 .... 
C'l 

I9L6 116.0 117.a 144·6 ISH 180 .1 111·5 117.1 110.6 112·9 1;l 
1911 163-7 155.1 186.1 172 .1 185.1 176.6 18a .• 176,5 178.6 .... 
1918 195.1 194.1 18407 19o·5 110.8 176·· 197-7 110.6 111.2 Z 
1919 206.6 11504 161'5 199.8 254·1 206-4 214.0 114-5 224·1 

Ii" 1920 '07-4 26704 199.6 248.7 2".8 2044 225.0 145.8 257-5 ~ I9U 146,9 187·2 155·5 174·9 121., 140 .8 118,7 148.0 140-4 1;l 1932 140·· 173.1 137-5 165.1 126.6 15".5 135·5 146-4 141.1 en 
192J IS9.o 185-4 148.5 181·9 138.3 148,4 141.0 151•6 148,5 .... 

0 
19/11 141.0 179·7 137·6 171-4 150.5 156 .0 15"-4 155.6 154-5 Z 
192' 157·7 178.5 14"·5 1,]0.1 157-5 193.0 1&g·9 161.0 164.9 > 19.1 ISH 172-4 145·1 167.1 159·9 184·" 154.6 150•6 151 .0 Z 
19>1 150 .6 166.1 157-5 15g.o 156.5 177.0 149·9 145·1 147.0 t::l 
1928 151.8 168,5 155·5 158-4 141-4; 179.0 155·9 147.1 149·5 Ii" 
1929 149.8 165.9 155·9 160.0 185·7 .82.1 lSI .• 141 .8 145.6 t'l 
I9Jo 158.1 156•1 Ill., 148.5 107·· 166-4 114-4 180 .6 117.8 C'l 

0 
I9JZ 11709 15809 95·1 1".1 754 117.6 87·7 118.6 101.6 <: 
I9J2 100·5 118-4 79·9 IBo.1 57.1 gO·5 87·9 100·5 86,9 t'l 

Ii" 
1911 97-5 155-7 go.8 117.8 71 .2 101-4 81·5 110.1 98.1 >< 
1911 111-4; 145·5 104.0 IS8.1 98.5 114.0 105.7 1154 11,].1 

1911 188.0 14505 105.9 156.6 10S·S' 10a·s' 106·9' 118-4 Ilg.1 

I For an explanation of the discrepancy between the index numben for raw crop. and the two component groups, 
lee footnote I, Appendix Ill. 



ANIMAL PRODUCiS MINERAL PRODUcrS 
Raw Raw Raw, Raw Raw Raw, 

yl!AJt producers' consumen' total Processed Total producen' consumers' total Processed Total 
N. 191J S7 10 47 75 ... 50 4 54 llS '47 
N,I929 S7 10 47 84 lSI 87 7 44 117 171 

191J 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

1914 100.1 102.6 100·5 99·5 100.0 98·5 100.0 98·7 95.1 94.8 

191' 106.1 99·9 104.7 100.2 102.0 107.0 99.8 105.5 105.1 105-8 

1916 126.0 1094 121.1 120·5 111.2 145·5 105.6 IS9·7 150 .5 148 .0 

1917 176,9 145·9 169.7 162.1 165.2 185.8 1 ~5.1 177.0 18S.o 181·7 

1918 204·6 18S·7 199.6 '96·S 197-7 184·· IS5·0 '79.0 201·8 195.6 

~ 1919 2 14.2 Igg.0 210·5 120.1 116.6 165.1 161.7 165.2 190.5 184.0 

1920 18S·1 211·8 188·7 "9·7 2 13.1 105.1 186.8 203-7 22g·5 223.0 
..., 
t>l 

1921 104.0 155.1 118.1 157-5 'S8'7 141.9 2084 148 .1 175·9 168·7 Z 
1922 129.9 'S84 131.3 150 .5 142 .9 IS9·7 210·7 146.7 158,7 155·8 t:l ..... 
192J 'S7·7 '45·S 189.1 155·5 148.6 1474 226,9 15405 167,5 16405 >: 
'924 181.6 148.5 '85·7 153.1 '45·9 139·0 1I:5I9·9 '47·' 162.6 158.6 ..... 

'192' 141·5 '59·9 145·9 167·9 158,9 14808 .27-4 151.1 '58.7 156,9 I:: 
1926 130 .0 '47" 18H 16'·8 150 .6 '45·8 832.0 158.1 '57·7 156,7 
1927 186,8 185.8 '85·9 162·3 151.7 187·5 22S·9 145.2 148,9 148,7 
1928 158.1 '424 150 .5 1168.2 161.0 'S8·9 218.6 141.5 14g·1 '47-3 
1929 140 .1 152•8 141 .3 164.8 155-7 185.0 116.1 1424 151.1 '149.1 

19Jo 114.2 '40·8 121.8 149·5 187.6 115.0 118.6 '82.9 142.0 '89·9 
19JI 81·5 125·3 94.6 122.8 1104 1064 119.0 115.8 129.9 126.0 

19J2 60.2 94·7 70.6 1004 87.0 102.2 21 8.0 111·5 116,9 112.6 

19JJ 59·S go·5 68.6 101.8 86·9 108.5 Ig8.0 111.6 125.0 111.2 

'9J4 684 109·8 80,7 118.8 101.5 118.1 i93-7 "4·9 188.6 181.5 ... 
19J; 10405 119.6 108.1 1884 125.2 I1g.6 '92.9 126,5 182 .1 131 .• <&> 

'" 



METALS ,-- NON-METALLIC MINERALS ... 
Raw RaW' Raw Raw. '" 0'> 

Year producers' Processed Total producers' consumers' total Processed Total 
N, I9IJ .8 49 67 .. 4 .6 64 80 
N. 1929 .8 54 72 '9 7 26 7S 99 

'" 191J .00.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
~ 1914 9'·7 92.2 92.1 96 .• 100.0 96.9 97.0 97.0 n 1915 119·4 99·7 104.7 90 .5 99·8 92.7 111.1 107.2 !:l 

1916 167.0 '4S·0 '494 118.1 105.6 114·8 ,156.2 '46.9 .... 
1917 222·7 191.! '994 '54.6 115.1 '48.4 '76.0 .68·S Z 
1918 20!.o '97·9 '99·4 .68·5 185.0 164·2 20!·7 192.8 ~ 
1919 •604 .87·5 180.1 '74·' 161.7 '74.8 192.1 187.1 t>1 n 1920 1951 .3 216-4 2og·9 224·8 .86.8 220.S 239.1 2SH !:l 
1921 u6.S .69.6 '5S·6 ISO.O :208-4- .88·9 181.2 182·3 Vl .... 
19u 120·9 151 .• '42.6 .6,., 2.0., '78.8 .6H .66·3 0 
192J 141.7 '73·6 .64·6 '57·7 226·9 '72.6 .62., .6S·9 Z 
1924 'SS·6 .,24 161·8 '484 ... 9·9 .65.8 '55.6 '56.9 ~ 1925 140 -4 .67-5 160.0 151.8 .27-4 '67·5 152.2 '54·9 t:I 
1926 'S7.6 164.2 '56.7 '57-7 ":32.0 '78.6 152.7 156 ,7 

~ 1927 12g.6 '58.8 150 .6 '49·8 22S·9 .65.6 '48·' '47.6 t>1 
1928 124·S '594 '49·7 '47-S 5uB.6 162·5 141.5 '45.8 n 
'929 127.9 .6S·5 'S84 '464 :116.2 161·8 142 .• '4S·9 

0 
<: 19JO 112·S 152.2 141.1 '89.8 218.6 155.0 '3H '894 ~ 19Jz 9S-4 142.1 129.8 1J9·0 1:19.0 '86.6 110.1 128.6 >< 

19J2 84.0 136.0 122.0 119·9 21S·8 'S6.8 110·9 114.0 
19JJ 9S·8 184.1 128.1 115-4- 198.0 180 .8 IIS'5 110.2 
19J# '04.0 '44-5 'SS·8 '3s-? '93·7 '46.8 1IS·8 180 .7 
19J' .06-4 141.9 181.8 '34·7 '92·9 '4,·6 114·1 .80 .1 



r----FOl\EST PRODtJCiS fOODS NON-FOODS 

Raw 
Year producen' Procased Total Raw Pro_ed Total Raw Proceued Total 

N, 191J 4 89 48 71 89 1.60 61 .. s 184 

N, 1929 4 51 55 71 96 167 71 154 8"5 

'9' J 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

1914 85.1 96-4 95-4 10 8.1 108.0 1024 98·9· 96•1 95.8 

'9" 78.5 9408 9".9 104·8 104.1 104.1 104.0 101·8 101·9 

1916 11'7.8 111.8 111·8 IU.o 116.8 119.0 185.1 135.1 185.1 

1917 118·9 138.6 187.8 168·8 165-4 166·5 180.8 171.3 178·7 

1918 101.g 168.' 156 .1 188.8 195·9 19".7 188·9 199·7 197-5 

19' 9 94-4 aOI·8 188.8 11009 109-4 2og·9 .180.8 105.8 199.8 ~ 
19~0 114-5 088 .. 267.2 104.7 207.9 106-4 198.7 158-5 ~4o.6 '"d 

IgU 59.1 168.8 154.1 126·7 148·9 185·9 111.8 171.0 159.1 to! 
Z 

19U 51•8 17".9 156.1 "9·9 138.9 IM·8 186.5 161·7 156.0 t:l 
192J 7".9 191.0 175·5 188.0 189.0 186.8 149·9 178-7 168-4 ... 

~ 
'9>4 60.2 171.1 156.5 189.8 141.0 140-4 140.7 167.1 161.1 

19~' 100.6 168.0 159·7 157.1 IS6.1 156-4 148•1 165.' 161·4 t:: ... 
19~6 88.1 161.6 151 .0 147-5 151.8 149·5 189·8 160·8 155·5 

19~7 70-4 15".5 14a.a 145-4 149.0 147·' 18408 158-4 149.1 

1928 58-4 150 .6 187.8 158.1 151.7 152 .1 184·7 158.8 149.6 

1929 51.6 149.1 186.8 15".7 148 .0 149.8 128.8 158-4 147·7 

19JO 46.7 148·9 128.0 188.8 185-7 184.1 1114 148.1 1M·7 

19J1 40-4 129.0 IIS.a 101·9 114-4 107.9 91.8 "7·8 117.1 

19J2 84.1 117.6 99·9 78.0 97-7 87.6 81·8 118-4 108.0 

'9JJ 88-4 118.8 105.5 80·8 96.8 88 •• 88.1 12104 111·7 

'9]# 44·1 127.0 116·4 98.5 118.1 105.8 1011.1 188.0 114·5 .... 
'9J' 41.1 124·8 111., "7·9 180.6 114·8 102·8 1111·5 118·9 Ie ... 
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APPENDIX IV 

INDEX NUMBERS OF COMMODITY PlUCES, AT 
WHOLESALE, BY GROUPS AND SUBGROUPS, 

1929-1936 

ANNUAL AND MONTHLY 1 

V .... ALL RAW PROC- ALL RAW PROC-
OR COMMODI- MA- ESSED CPldMODI- MA- ESSEn 

MONTH TIES TERlALS COODS MONTH TIES TERlALS COO .. 

N' 680 144 536 1929 
1929 100.0 100.0 100.0 Jy 100·9 101.1 100.8 
19JO go·5 87.0 g2.8 A 101.1 101·9 100·5 

I9JI 76,5 68,7 81·3 S 100·9 101.8 100-4 
19J2 67·s 57-4 73.8 0 100 •• UX>·5 99.8 
'9JJ 6g.6 60-4 75·5 N g8-4 gB.o gB'7 
19J4 7g·1 7

"
7 83-5 D g8.1 97·7 gB-4 

'9J5 8S·6 78.0 86.g 

1929 1930 

J 100·5 99·7 101.1 J g7-3 g6.g 97·5 
F IOO.~ gg.8 100·5 F 96.1 94-9 g6.g 
M 100·7 100·9 100·5 M 94·7 go·7 g6.1 
A 100.2 gg.8 100·5 A 94.6 gl.8 95·8 
M 99·S g8.1 100.0 M g5-3 go·5 95.1 
J 99·9 gg·S 100.2 J 91•2 87,5 934 

~ Constructed by the National Bureau of Economic Research from data com­
~iled by the U. S. Bureau of Labor Statistics. The index numben are 
,veighted arithmetic averages of relative prices. (See Appendix II for 
~eighlS and classifications of commodities.) 
= The total number of price quotations used in the computation of these 
,veighted indexes is 680; the duplication of price series in certain dassifi­
:ations makes the cross totals of these entries. by groups, greater than 
i8Q. An example of this duplication is the use of identical price quotations 
m flour in both the producers' and mnsumers' classifications. Wherever 
:ucb duplication occurs, an appropriate adjustment in weighting is made. 

500 



APPENDIX IV 501 

INDEX NUMBERS OF WHOLESALE PRICES (cont.) 

ALL RAW PROC' ALL RAW PROC' 
COMMODI~ IIA- I!SSED COMMODI~ IIA- ....., 

MONTH TIES TI!IILWI GOODS MONTH TIES TI!AJAu GOODS 

1930 '9JJ 
}, 88.8 85.8 9'·7 }, 7S.o 66·S 77·' 
.4 66~ 8!o9 9'·! .4 74·' 654 79·8 
S 88~ 84-' g ... S 75·' 66~ 80·5 
0 87·' 8.~ go.o 0 75" 6S·g 8o.g 
N 85" 79.6 88.6 N 75-5 66,7 80,7 
D 85~ 7609 '87~ D 75.0 66.6 80·5 

1931 '914 
} 8'09 75·5 85.8 } 76~ 67·8 8 •. 6 
F 80.6 75.6 84·8 F 77.6 6g'5 S2·7 
M 7g·8 7 •• 8 84·· M 77·7 6g .• 8S·0 
.4 78.7 7 •• 6 8S·0 .4 77-5 68,7 8"7 
M 77·' &g·7 8'·7 M 77.8 68.8 8S·S 
/ 7509 68.0 80.8 / 7809 71.1 8S·7 

}, 75·7 67,7 80·7 }, 7g·· 7'.0 88·5 
.4 75·5 67·· 80.8 .4 80,7 74.6 84-4 
S 74-7 65·9 80.0 S 8 •. 6 76 .• 85·' 
0 7S·8 &4.8 7g·S 0 80·7 74-7 8S·8 
N 75-7 6409 7g·· N 80·5 74-5 84·2 
D 7'.0 65·' 77-5 D 8 • .0 75-5 84·5 

1932 '9J5 
/ 70·5 61.1 76·' / 8 •. 6 77·5 85·7 
F 6g·5 59-4 75-4 F 8S·' 78,5 86 .• 
M 6809 58,7 75-5 M 88·' 78.0 86·S 
A 68'5 57·9 74·7 A 8S·8 78·9 86·7 
M 67.0 56·S 75-7 M 8S·8 78.7 86.8 
/ 66-4 55·5 75.0 / 85-5 77.8 86.6 

J, 67.0 57.0 75.1 }, 8'09 77.0 864 
A 67-5 57.8 7S.6 A 85-7 77·9 87·8 
S 6709 58-4 78-7 S 88·9 77·9 87.6 
0 6809 56.8 75.1 0 8So9 78 .• 874 
N 66 .• 55.8 7 •. 6 N 84·1 78-4 87'7 
D 64.8 5S'7 7

'
.7 D 84-5 78,5 88.0 

'9JJ '9J6 
/ 6S·· 5··S 70 •1 J 84.0 78•8 87-5 
F 6'·5 5'" 6g •• F 8So9 79·S 86·7 
M 6 • .8 5'-4 6g .• M 8'09 78 .• 85·7 
A 6S·' 5!·1 6g·5 A 8 • .8 78•1 85.8 
M 65·9 57. 1 7"S M 8 •. 8 77·' 84·6 
] 68.6 60-4 78·7 J 8"5 78.5 84·8 



502 PRICES IN RECESSION AND RECOVERY 
INDEX NUMBERS OF WHOLESALE PRICES (con,.) 

. NON-DUIlABLE GOODS 
YEAR JPerislwble YEAR 

OR an semi-durable) OR DURABLE GOODS 
MONTH Raw Processed Total MONTH Raw Processed Total 

N • 08 36 • 459 N 46 '76 .. I 

1929 .00.0 100.0 100.0 Z929 .00.0 100.0 100.0 

19Jo 85" 9'-9 59·' 19;0 6g.1 94-5 93.0 
Z9JI 64-5 78-4 71·7 I9JI 76.8 87·2 84.6 
19)2 SO-9 68.8 6'·5 19)2 67.8 81·S 78.8 
'9JJ 5804 7'.6 64·' '9JJ 75·9 82.6 8 • .0 
'9J4 . 65-4 80·7 744 '9J4 82·3 8g·3 87.6 

'9J5 74·' 86 •• 8 ... '9J' 8 ... 86.6 87.0 

1929 192 9 
J 99.8 101·5 100·7 J g8 •• IOC).1 9g·7 
F 99·7 .00.6 '00" F' 99·7 100.,8 100.2 

M 100.6 100.6 100·5 M 108.1 100·9 101·5 

A 99·7 100.2 100.0 A '01-4 101.1 101·5 

M 97.6 100.2 98.7 M 100.6 UJO.8 100.8 

J gg.o 9g·7 99-4 J .00-4 100.6 100.6 

J1 101.6 100·9 101.0 J1 100·8 -J()()·5 J()()·5 

A 102·7 101.0 101.6 A 100·5 .00.0 100.1 

S 102·5 100·7 1014 S 9g·9 99·7 99.8 
0 100.8 99·9 100.2 0 9g·3 99·4 994 
N 97.6 98.6 98 .• N gB .. gB.8 gB·7 
D 97-8 98 •• 97·7 D 97-5 98.8 98.5 

19)0 19)0 

J g6.2 97-8 96.7 J 97.6 97.8 97.8 
F 93.8 g6·S 95-4 F 974 97-4 97-4 
M 91. 1 95-4 93·6 M g6.8 97-3 9703 
A 92 .0 95·· 93.8 A g.p 96.8 96 .• 
M 6g-4 94-3 91·3 M 9O·S 9S·9 94.6 

1 8S·9 9··6 89.8 1 88·7 94.6 93·' 

J1 8 •. 2 9'·3 86.8 11 87.0 93·8 9U 

A 81.6 90-4 86.8 A 86 •• 92.7 9'" 
S 82.0 90-4 86·9 S 85.0 92 .• 90·5 
0 80.0 89·' 8S·5 0 85.0 9 •. 6 Sg·S 
N 76.7 87-3 8'·9 N 83·' 91•1 6g .• 
D 73·· 85.8 80.6 D 8 •• 6 90-4 88.6 



APPENDIX IV SOli 
INDEX NUMBERS OF WHOLESALE PRICES (cont.) 

NON~DUllABLE GOODS 
(perishable 

ana ,emi~duro.ble) DURABLE GOODS 
MONTH Raw Processed Total MONTH Raw Processed Total 

z9Jz z9Jz 
J 71.6 8'-9 78.8 J 82.0 8g·7 87.8 
F fig .. 82.6 77.0 F 81.0 89-4 87·2 
M 68.g 81-9 76.6 M 80,7 8g.1 87.0 

" 68.0 80,7 754 " 7g·6 88'5 86,5 
M 65.8 7g.o .75.6 M 77.8 87.8 854 
J 64,5 77-9 72.5 J 76.6 87-5 114,7 

Jy 64" 77-9 72 .. Jy 754 87.0 114 .. 

" 63·1 77.8 71.8 " 75.1 86.6 ,8,.8 
S 61·5 76·9 70·5 S 74.8 86 .. 85-4 
0 59-9 76.5 6g.6 0 75.6 85.6 82.6 
N 60.0 75-9 fig·5 N 75.1 85·5 82" 
D 57·5 75.8 &7.2 D 72.0 114.6 81'5 

Zg}2 Z9}:A 

J 54·9 71 .1 65·1 J 70.0 8S·g 8o.g 
F 55.0 71.5 65.8 F 70 .2 85.1 80.0 
M 50.5 71,1 65-4 M 69-4 85.1 7g·8 

" 51-4 70.0 62·5 " 68,5 80.8 79'5 
M 49-4 68,5 60·7 M 67.0 80·5 78,7 
J 48·8 &7·5 59·9 J 65.6 80-4 78.5 

J, 50.7 &7.8 60,9 J, 65.8 82.1 78•1 

" 51.8 68-4 61.6 " 66.1 80·5 78.5 
S 50-4 68·9 62.1 S &7-4 82.Q 78-4 
0 50" 68.1 60.8 0 &7·5 81.8 78•0 
N 49·1 67" 59.8 N 66,5 81-9 78.0 
D 46-4 66.0 58.0 D 66.1 81·7 77.8 

I9JJ I9JJ 
J 45.0 64-4 56.6 J 66.0 80.0 76.6 
F 45·7 65.6 554 F 66 .• 80·5 76,7 
M 45·1 65.8 56.2 M &7,5 79·5 76-4 

" 46.5 64,5 56.9 " 68.0 80 .• 77.1 
M 51•1 &7.0 60·5 M 71-4 7g·7 77.6 
J 54.6 fig·9 65.6 J 76•1 80.8 79·7 

Jy 61.1 74-5 68.8 .1, 80.6 82.2 81·9 

" 59·1 77.1 fig.8 " 81.8 85.8 85'5 
S 59·5 78.1 70-4 S 80.8 84·7 84-5 
0 57·9 78•1 fig.8 O· 81·7 85.8 85.1 
N 58-4 77.8 6g.8 N 114·2 85·9 85·5 
D 58•1 76.8 fig.2 D 114·8 86-4 86.0 



504 PRICES IN RECESSION AND RECOVERY 
INDEX NUMBERS OF WHOLESALE PRICES (cont.) 

NON-DURABLE COODS 
(perishable 

and semi-durable) DURABLE GOODS 
MONTH Raw Processed Total MONTH Raw Processed Total 

'9J1 '9J1 
I 604 77'9 70.7 I 824 88.6 87.0 
F 62.6 79·S 7··5 F 81.g Bg4 87.6 
M 6'4 79'7 7 •• 6 M 80.2 8g·5 87.8 
A 61.1 79·· 71•8 A 8S.o go.o 88·S 
M 61.0 7g·5 71.g M 8S·5 91 .. Bg4 
I 64·2 80·S 73·7 I 8S·5 go4 88,7 

/y 654 804 74·' Iy 8g.s 894 87·g 
A 6g.1 8 .. 8 76•6. A 82·S Bg.2 87.6 
S 71•1 8S·0 78.1 S 8a.1 Bg.l 87·s 
0 69·S 82.1 76.8 0 82.1 88.8 87.1 
N &g.1 81.8 76.6 N 81·7 88,7 87.0 
D 70 .• 80·S 77'S D 81.6 88,7 86.g 

'9J5 '915 
I 75-5 84·· 79·7 I 8'.2 88·5 86·7 
F 744 85·S 80.8 F 81.0 884 86.6 

M 74.1 854 80·7 M 81.0 884 86·5 
A 754 86.1 81·7 A 81·5 88·S 86.6 

M 75. 1 86.0 81·5 M 82.0 88,7 87.0 

I 73·7 85·5 80.6 I 8o·S 88·9 87" 

Iy 7 •. 6 854 80.1 Iy 81.6 88.6 86.8 
A 7S.8 86·5 81·S A 8a.2 88.8 87·1 
s 73.8 87·' 81·7 S 82·5 88.8 87·· 
0 78·9 87·· 81·7 0 8S" 88.0 86.8 
N 73-7 87·' 81.6 N 84·· 88.8 87·7 
D 78'9 87-7 8 • .0 D 84.0 88.8 87.6 

'9J6 '9J6 
I 74-8 86·5 814 I 82.8 88.g 87-5 
F 74-7 85·7 8.,1 F 82.g 88.8 87·, 
M 7!oS 84·· 79.6 M 88.0 88·7 87.2 
A 7S4 84.1 7g·6 A 8, •• 88·7 87·, 
M 72.2 82·5 78., M 8,.2 88.6 87.2 

I 74·· 82·7 79.2 I 80.8 88.6 87.1 



APPENDIX IV 50 5 
INDEX NUMBERS OF WHOLESALE PRICES (conI.) 

YEAR ... PRODUCERS' GOODS CONSUMERS' GOODS 

MONTH Raw Proa:ssed Total Raw Proa:ssed Total 
N "4 304 4·8 50 262 292 

1929 .00.0 
. 

100.0 .00.0 .00.0 100.0 100.0 

19Jo 85" 92.2 88·5 93-5 95-3 95-3 
19JI 65.g 8 ... 73" 78 •• 8'-4 80·7 
'z9J2 55-5 754 64.g 63-7 72.7 70.8 
1933 59.8 78 .• 68-4 62-4 73·5 .7 1.2 

1934 i 2 •1 86.0 78.6 70.7 81.8 79.6 
193j 80-4 86.0 85.0 71.5 87.6 84-4 

19"9 
] 100 .• 101-4 100·7 gB.2 100., 100·5 

F 100·5 101.1 100·7 97-7 100.1 99.6 
M '02.g 101.0 102.0 94-5 100.2 99.1 
A 101 09 100.6 101.! 95" 100·5 99.0 
M 99" 99.g 99·5 94.8 JOO.I 99·' 
] 99.g 100.0 99·9 97.6 100-4 99.8 

] '02.0 .00-4 101.2 gB.5 101.2 100.6 

A 101.6 .00.0 100·7 105.2 101.1 101·5 

S ]01.0 100.1 100·5 '04·7 100.6 101·5 

0 99.0 99.8 99-4 1°5·9 99.8 100·9 

N 95.8 99·' 97-4 105.5 gB-4 99.8 
D 95·7 gB·7 97.0 '04·7 98.1 99·5 

19Jo 
] 95.8 97·5 96.6 100., 97·5 gB.o 
F 94.0 g6.8 95·2 gB'5 97.0 97-5 
M 9'.g 95.g 95.8 95-5 96.2 96.0 
A 9'.0 95.6 98·2 98,5 95·9 96·S 
M 88.8 94.g 9 •• 6 95-5 95·2 95.1 
] 85·5 95·1 88.g 95.0 95·7 94.0 
] 82 .. 9'·3 86·5 89·7 92.1 9

"
7 

.4 82.6 go.6 86-4 88.8 . 9 •• 8 91 .• 
S 82.0 Bg'7 85.6 9

'
.5 92 .2 92. 1 

0 79.1 88,5 Bs·5 98.0 91.2 91•6 
N 76-4 87·6 81.6 go-4 Bg'5 Bg·7 
D 75.1 86.8 80'5 85·' 87.8 86'9 



506 PRICES IN RECESSION AND RECOVERY 
INDEX NUMBERS OF WHOLESALE PRICES (cont.) 

PRODUCERS' GOODS CONSUMERS' GOODS 

MONTH Raw Processed Total Raw Processed Tolal 

19JZ 
I 74" 85·5 79·5 80 .• 86.1 84·9 
F 7'·5 84.6 78 .. 771 85.0 834 
M 7

'
4 84.0 77-5 77-7 84·. Sa.g 

.4. fig.8 8"9 76•0 77.6 83.1 8 • .0 

M 67,' 8 • .0 74.1 78•1 8'·5 80.8 

I 84·9 81.1 72.5 78•8 80,5 80 .• 

I 84·8 80.6 72.0 79.a 80.8 80·5 
.4. 63·9 80.1 71.6 78,5 8 •.• 80.6 
S 61.1 794 70.3 ( 78.g 80,7 80·3 
0 60.6 78•8 ag.l 78.6 80.0 79.8 
N· 61.6 79.0 fig.8 76 .. 79.2 78.5 
D 59·5 78•1 68·3 74·7 77.1 76•6 

19J2 
I 594 77.2 67.8 67·1 75.6 7S.g 
F 57·9 76,5 66·7 84·7 74.6 7 •• 6 
M 57-5 76,8 66·3 63·5 7404 7'·8 
A. 564 76.2 65.8 65.1 73·7 7, .6 
M 5405 75.6 644 65.1 72 .. 70·3 
I 55·2 74.8 634 634 7

'
.7 70.0 

I 55.1 74·5 6403 65.1 72 .• 704 
A. 564 74·9 65.1 6 • .8 "·5 ,0·5 
s 56.7 75·8 654 84.0 , •. 6 70.8 
0 54.6 74.g 64,8 84·' 7'.8 70.1 
N 58·' 7404 68.1 65.0 7'·3 70.0 
D 5'·8 7305 61.8 6 • .8 '10 .1 68.5 

Z9JJ 
1 504 724 60.8 58,9 68·3 864 
F 50 .1 7

'
.7 60 •• 55.0 67·3 84.8 

M 5'·7 71•6 61.1 55.0 674 64.g 
A. 52.7 7'·9 6 • .6 54.6 67·8 65·' 
M 571 73·9 65.1 56.0 fig4 66.8 

I 60·5 76.6 68 .• 60.1 7'·5 fig·3 

I 65·8 80·9 7'·9 68 •• 7405 '5·' 
A. 84·7 8 •• 8 73·5 68.0 76•8 75.0 
S 66 .• 85·' 74·' 67·' 784 76 •• 
0 65·9 8H 7405 66,5 78.g ,s.a 
N 86 •• 8507 74·5 67·9 ,84 ,6 .. 
D 66.1 85.g 74-5 68-4 77.6 75-7 



APPENDIX IV 507 
INDEX NUMBERS OF WHOLESALE PRICES (conI.) 

PRODUCERS' GOODS CONSUMERS' GOODS 

MONnl Raw Processed Total Raw Processed Total 

'9H 
] 67" 85" 75-7 70.0 79.0 77" 
F &g·5 8509 77" 70.0 80·5 78•0 
M &g4 85·9 77" &g .• 80.8 784 
A &g4 85.8 77.0 66,7 804 77.6 
M &g·7 86.6 77-7 66.0 8 • .0 77·9 
] 7'.0 86·7 78.5 70•8 8'4 79·3 
] 70.3 86.0 7809 7'-5 8'·5 79·5 
A 75·3 86·3 80·5 70.5 8.09 80·7 
S 77.0 86 •• 8'4 70.9 8H 81.0 

0 75.0 85.8 80.0 74·· 854 8'·5 
N • 85.8 80.0 83·' 8.# 74-9 73·3 
D 76-4 86 .• 8 • .0 72 . 1 83·5 8 • .0 

19J5 
J 79.0 86 •• 80·5 75·' 85·5 8 • .8 
F 79·9 85.8 80·7 73·3 86·5 83·9 
M 80,5 85·7 8 • .8 70.6 86'7 854 
A 8'-4 85·5 88-5 7'-4 87·7 84-4 
M 8'4 8509 8S·5 70·5 87.6 84" 
] 80.0 85·7 80·7 71•1 874 84·' 
] 79.0 85·5 8 • .0 70.8 87.0 85·9 
A 80 .. 85.6 80.8 70.3 88·5 84.8 
S 80 .• 85·9 8"9 70-4 89.0 85.0 
0 80.6 86,5 854 704 88 •• 84,5 
N 80 .. 86.8 83·3 7"·7 88·5 85·" 
D 80.6 86.8 85·5 72.0 88'9 854 

'9J6 
J 8'·5 86 .• 85.6 70·5 88 •• 84.6 
F 8 •• 6 85.8 83·5 7'" 874 84-4 
M 80,9 854 83.0 &g·7 85·9 82.6 
A 80,7 854 8'09 &g·7 88.0 8··7 
M 79.0 85·' 8 • .8 7'4 84·5 8 • .8 
J 79·5 85·3 82.1 75·9 844 8··7 



508 PRICES IN RECESSION AND RECOVER¥ 
INDEX N UMBERS OF WHOLESALE PRICES (cant.) 

GOODS DESTINED FOR GOODS DESTINED 
YEAIlOR USE IN CAPITAL EQUIPMENT FOR HUMAN CONSUMPTION 
MONTH Raw Processed Total Raw Processed Total 

N .6 88 "4 124 867 491 
192 9 100.0 100.0 100.0 100.0 100.0 100.0 
19)0 114·· 9'·7 go.6 85-4 92·5 89.6 
I9JI 69.6 85·7 81·9 65.1 79·7 74.1 
.19)2 59·7 814 76•1 51•8 70.8 634 
19JJ 67.8 79·9 77.0 54.6 78" 65·9 
1914 77·7 86·8 l14.l 66·5 82.0 75·9 
19J; 79.1 85-4 88·9 74-7 8609 82.2 

1929 
J 974 99.8 99.1 99' 101.!) u)O.6 
F 1(X>·5 100.0 100.1 99·5 100·5 100.2 

M 105.5 100.8 101·9 100.6 100·5 100.6 

.t 103.2 101.1 101·5 99.8 100.2 100.1 

M 1004 101.0 100·7 97.8 99-7 99.0 
J 100.1 100·7 100·5 99.0 99.8 99·5 
J 100·5 100·5 100·5 101·5 100·7 101.1 

.t 100.8 100.2 U)0·3 101-4 100·7 101·5 

S l00·S 100 .• 100.1 101·3 1004 101.2 

0 99·3 99.6 99·5 100·7 99·7 100.1 

N .97·5 98.8 98.5 97.8 98.5 gS.l 
D 96.8 98.7 98 .. 974 98.0 97.8 

19)0 

J 95·5 97-5 96•8 96.5 97·' 96.9 
F 95-7 96.6 g64 94.0 g64 95-5 
M 94·9 96.3 95·9 9

'
.5 95-5 94.0 

.t 91.1 95·7 94.6 92 •1 95-4 94.1 
M 86 •• 94·' g2.! Sg·5 94·5 91•6 
J 114·' 92.6 go.6 86.0 98.0 go4 

J 8 •. 1 9
'
.9 Sg .• 8'·5 91.1 87-5 

.t 79.6 91•0 88·8 81·9 90·9 874 
S 77·9 go·7 87-5 80·5 90.6 87·5 
0 75.6 Sgo9 864 804 Sg·S 85·9 
N 75·9 Sg·5 86 .• 77.0 87·9 85-7 
D 76•1 894 86 .• 75.6 86·5 81·5 
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INDEX NUMBERS OF WHOLESALE PRICES (cont.) 

GOOIJ5 DEnTNED FOR GOODS DESTINED 

lISE IN CAPITAL EQUIPMENT FOR HUMAN CONSUMPTION 

MONTH Raw Procesoed Total Raw Processed Total 
I9JI 

] 75" 88·3 85" 72 .1 84·5 79.8 
F 74-4 88 .. 84·9 6g.8 8504 78 .• 

M 74-5 87-9 84·6 6g.6 8'·9 77·7 
A 72.8 87·' 85·7 68·7 8'·7 76.6 

M 70 -9 86.8 8'·9 66-4 80 .• 74.8 
] 6g •• 86 ... 8 ... 64.g 79·' 73.6 

] 6g .• 85.8 81.8 64·7 79·' 73.6 
A 68 .• 85-4 81.1 63·7 79·' 75·' 
S 67·3 85" 80-9 62.0 78.3 . 7'-9 
0 65-4 B4-4 79-9 60·7 77·7 '/-1.' 
N 64.8 84.0 79-4 60·7 77·' 70.8 
D 64·' 85" 78.6 58.5 75-4 68·7 

1932 
] 64-. 8 ... 77-9 55.8 75·9 66.8 
F 6 ... 8 •. 8 77·' 53·9 75.0 65.6 
M 6 ... 8 • .8 76.9 53·' 7'-9 65·· 
A 60-4 8 • .8 76.7 5'·5 7'-9 64·· 
M 59-4 8'·7 76.5 50 -4 70 .5 62.6 
] 58.5 8'·5 75-9 49.6 6g.6 6'-9 
] 57-7 8'-4 75·7 5'·5 69·9 62.8 

A 58.7 8 • .8 76 .• 5··5 70 .3 6504 
S 59.8 80-9 75.8 55" 70 .8 63·9 
0 59·5 80.8 75.6 51.1 70 .0 6 •. 6 
N 58.0 80·5 75·· 49·9 6g·3 6 • .8 
D 57-5 80.0 74.6 47-4 68 .• 60 •• 

19JJ 
J 57-4 78.6 75-5 46 •• 66.6 58.5 
F 57·' 79·' 75·5 44·9 65.6 57·. 
M 58.0 77-8 72 .7 46-4 65-9 58 •• 
A 59·5 78-4 . 73-5 47-4 66·5 59.0 
M 65.0 77·' 74·' 51 .• 68.8 6··5 
] 6g.8 78.5 76 .. 55.6 7'-4 65-3 

J 74·5 79·5 78.3 6 •. 1 75·3 70·· 
A 74.0 80·7 79.0 60-4 78.0 71•1 

S 74-9 8'·5 79·7 60.8 79·' 7'-9 
0 74-5 8··3 So-4 59·3 79·3 7'-4 
N 75·' 8 • .6 So·7 59.8 78.9 7'-4 
D 75.0 83·3 8'·5 59.6 78.0 70-9 
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INDEX NUMBERS OF WHOLESALE PRICES (cont.) 

GOODS DESTINED FO~ GOODS DESTINED 
USE IN Cf.prrAL EQUIPMENT FOR HUMAN CONSUMPTION 

MoNTil Raw Processed Total Raw Processed Total 
z914 

J 754 84·6 8'·3 61·7 79.6 72.6 
F 7507 86.0 83·5 63.8 80,9 74·' 
M 76,5 86 .• 8S·8 6S·5 81·S 744 
A. 7709 87.1 84·9 62·S 80.8 73.6 
M 78,9 ag .• 86,5 6 ... 81.1 73·7 
J 78.6 87.8 85.6 65·' 81.6 75" 
J 79·3 864 84·6 66,3 8,.6 75.8 
A. 79.6 86 .• 844 6g.8 83·· 77.8 
S 78.9 85.8 84·· 7'·g 84.1 79·5 
0 78.2 85·5 83.8 70 •1 8, .. 78.1 
N 77.8 85·5 85·7 6g'9 83.0 77-9 
D 78.0 85·5 8S·7 7

'
.0 854 78,5 

z9J5 
] 78., 85" 8,.6 74.0 85.1 80.8 
F 78•1 85·5 83.6 75.0 86.0 81.B 
M 77.1 85·5 83·5 74-7 86.0 81·7 
A. 77·7 85·' 854 76·· 86.8 82·7 
M 78.5 85·5 85.8 7507 86,9 82·5 
] 78,5 85.8 84.0 7405 864 81.8 

] 774 854 83-5 75-3 86.1 81.1 

A. 78.0 854 83.6 744 87·3 82., 
S 79.1 85·5 83.8 744 87·8 8 •. 6 
0 81.2 85.1 84·1 744 87,5 82·5 
N 82·7 85·7 85.0 74·· 8,., 8··5 
D 81.g 85.8 84'9 744 88.1 8 •. 8 

z9J6 
] 81·7 86 .• 85.0 74.8 87.1 82·5 
F 8.4 86 •• 85·. 75.1 86 .. 82.0 
M 8.·7 85·8 85·1 73·7 854 80.6 
A. 8.·7 85·7 85.0 73.8 85.0 80.6 
M 8.·3 85.8 85.0 7'·7 854 79·5 
] 81·7 8509 84,9 74.6 8,.6 80.1 
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INDEX NUMBERS OF WHOLESALE PRICES (conI.) 

• 
y ......... BlJILDING MATEIUALS 

, 
PRODUCERS' FUELS 

MONTH Raw Processed Total Raw Processed . Total 
N 28 86 114 6 15 21 

IIP9 100.0 100.0 100-0 100.0 100.0 100.0 

1930 92·7 95.0 94·5 g6.1 95.1 95·7 
1931 82.0 aso9 84.g S.·5 8503 40 
1932 73-4 794 77.6 84·1 87·1 85·5 
19JJ 81·5 82·5 8 ... 8 ... 82.8 82-5 
19J# 83.6 &g.6 87.8 97.1 87·' 93-4 
19J5 82.1 &g.1 87.0 gS·5 86.6 95·7 

r9~9 

1 00.8 100·7 1004 101·9 10009 101-4 

F 100.8 UJO·7 100·7 101.2 gS'5 100.1 

M 101.8 101·5 101.6 00.8 97·5 . gS.8 
~ 1014 101-5 101·5 97·5 00.1 gS.l 
M 101.2 1004 100.6 97-7 100·7 gSo9 
J 100.8 100.1 100., 100.0 103.8 101-5 

1 100-3 100.0 100.0 00·7 101·7 100·5 

~ 100.0 J()D.! 100.0 00.8 gS.8 004 
S 00.8 l()O·S 100.0 100·5 00·5 100.0 
0 00·5 100.1 00.8 100.8 00.6 1004 
N 97.8 99-7 00.1 100·7 100.1 lCJO·5 
D 97.6 00.6 00.0 IOl,Jt: 00·9 100·7 

19]0 
J gS.l 00-5 00.1 0009 gS4 00·5 
F 97.8 00·3 gSo9 gS.8 gS.l gS·5 
M g6.8 00·5 gS·5 g6.8 g6.6 g6'7 
~ g6.o gS-5 97·7 g6.2 g6·5 g6'3 
M 944 97-5 g6.6 g6.1 00.8 97-5 
1 92.0 9509 94-7 g6.1 g6'7 g6·3 
J 9109 94.lt 93·5 g6.1 94.lt 954 
.4 91.0 93.8 92.8 95.8 93-4 9409 
S go.o 92.8 92.0 g6.6 95.1 g6.o 
0 88·7 92·5 9'" 95·7 92·5 944 
N 88,7 91•1 go4 92·7 92" 92.6 
D 87·7 go·7 &g.8 92·7 &g·7 91-5 
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INDE~ NUMBERS OF WHOLESALE PRICES (cont.) 

BUILDING MATERIALS HODUCERS' FUELS 

MONTH Raw Processed Total Raw Processed Total 
1931 

J 87-4 go.o 8g .• gl.8 88.8 go·5 
F 86 .• 8g.1 88., 91.5 86·7 Sg.6 
M 85·7 88·7 87.8 86., 8'·7 85·' 
A 114·6 87·7 86.8 8'·5 80-4 8 ... 
M 8, .. 87.0 85.8 8,.1 8o.g 8 •. , 

1 81.6 86 •• 85.1 79.8 7g·, 7g·7 

J 80·5 85.6 114·0 7g·, 7g·6 79-4 
A 80·7 84-6 8'·5 81.8 88.6 8'·5 
S 80·7 88·9 81.g 8'·5 114·, . 85.8 
0 79·5 8,., 8 •. 1 8,., 85.0 114.0 
N 79.0 8'·9 81·7 85.1 86.1 85·5 
D 77·9 8 •. 6 81.1 85·>- 88·' 114-4 

19J:I 
J 76.8 81.8 80., 85·' 8,.6 114·6 
F 75·8 80·7 7g·5 85" 8'·5 114·' 
M 74·9 80·5 78•8 114 .. 8,., 8,.g 
A 78.8 80-4 78-4 114·5 87.0 85.6 
M 7".5 7g·, 77·5 114·5 88·9 86., 
J 70•6 78.6 76·1 114-4 Sg·7 86·5 

J 7".' 77.1 75·7 114 .. go·9 87.0 
A 70., 77·5 75·9 114·1 Sg·7 86 .. 
s 7".9 78•6 76.9 8,.8 87" 85" 
0 7".7 78.6 76·9 114.0 88.1 85·6 
N 7 •. 6 78.8 77.0 8'·5 87·6 85" 
D 7'-5 78.6 76.8 8 • .0 86.0 8'·7 

1933 
1 

7
0
" 

78.1 76.8 79-4 8,.0 80·7 
F 70.9 77-4 76.0 77-4 80·7 78.7 
M 73.8 77·5 76.5 76.7 79·7 77·9 
A 74·0 77·5 76·6 75·' 79·' 77.0 
M 75·7 78.7 77.8 74·· 78.6 75·9 
J 80 .• 80.8 80.6 74.6 80-4 77.0 

J 84-9 114·. 84 .. 78·9 8'·5 80·7 
A 86·5 86.0 86.0 Sa.o 82.1 Sa.o 
S 87.2 87.0 87.0 86.6 86.0 86-4 
0 87·9 87·7 87.8 9'.0 88.0 91.0 
N Sg.S 88.0 88.6 9'·5 88.1 

9
1
" D go·9 88.1 88·9 93·9 88.6 91.7 
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INDEX NUM/lERS OF WHOLESALE PRICES (conI.) 

BUILDING MATElUALS PRODUCERS' FUELS 
MONTH Raw Processed Total Raw Processed Total 

'914 
] 85.0 Sg .. 8'·9 94.0 88 .. 91•8 
F 8404 89·5 8B.l 94·' &,·5 91.5 
M 84 .. Sg.6 88.1 94·5 85.6 go·9 
A 84·8 89·9 88 .. 96.5 85·5 go.o 
M 85·· 91•1 Sg·S 97.1 88,7 95.0 
] 84·9 914 Sg·S 97-3 87-5 95-4 
] 84·5 go.6 88., gB.o 88,7 94·5 
A Bo·S go.1 &,.g gB·S 89.1 94·' 
S Bo .. Sg.6 s, .. gB'7 88.8 94.8 
0 81·5 Sg .. S,.I 98.7 Sg.I. 9409 
N 82.1 Sg'5 87.1 gB.6 88-4 94.6 
D 8"7 Sg .. 87.0 gB·S &,·5 94.1 

19}5 
] Boo9 89·5 86·9 gB-4 86·5 95.6 
F Bo.8 Sg'3 88,7 98.6 85·' 93-5 
M Bo'9 Sg .• 86.6 98.5 86.0 93.6 
A 8 • .0 88.6 86·5 97.6 88.0 93.0 

M 8'·5 88.8 86.6 97.8 86·9 93-5 
] 82.1 88·5 86.6 98.0 88·5 94" 
] 8 ... 88.6 86·7 98,3 88.1 94·· 
iI 8"9 88.8 s,.o 97·7 87.6 95-7 
S 80·9 Sg·5 87.6 97.0 86.0 91.6 
0 85.0 Sg.8 8',9 gB.6 88.0 93.6 
N 83·5 89·7 87·9 100·5 86.6 94·9 
D 83·5 89.6 87.8 100.8 86,7 95·· 

'936 
] 80·5 Sg.8 87·7 101.6 87.0 95·7 
F 80·5 Sg.6 8,.6 105.& &'·7 97.0 
M 82.6 Sg.1 8, •• 1°5·1 88 .• 97.1 
A 80·9 Sg-4 s, .. 100·7 Sg .. 96 •• 
M 80·9 Sg'5 s,.6 100., Sg .. 95·9 
] Bo·9 89.8 87.8 100·S 89·5 96.1 
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INDEX NUMBERS OF WHOLESALE PRICES (cont.) 

PRODUCERS' GOODS DES11NED 
YEAR OR FOR HUMAN CONSUMPllON CONSUMERS' GOODS, PROCESSED 

MONTH Foods Non-foods Total Foods Non·foods Total 
N 60 150 ~lO 100 162 .6. 

1929 100.0 100.0 100.0 100.0 100.0 100.0 
19)0 114·9 8S·8 84-3 9'" 94.1 95-5 
19}1 62·7 65·8 64.0 78,7 88·7 81-4 
19)2 48,5 55·7 52·8 67·1 77-4 72.7 
I9JJ 52.3 63·8 58.0 65.1 80.6 78-5 
1914 66 .• 74-3 70.5 75.0 67.6 81.8 
19)' 114,9 78.6 78.9 88.8 86-4 87.6 

1929 
J 99-4 10209 101.1 100·5 101.0 100·7 
F 100.2 102.1 101.1 99·5 100-4 100.1 

M 102·9 10S·1 103.0 100.0 l00·S 100.2 
A- 102.6 101·5 102.0 99·9 100.6 100·5 

M 97·9 99.8 98.9 99·5 100.6 100.1 

] 98,8 100.0 99.2 99-7 100·9 100-4 

J 1°4·5 99·7 102.0 102.2 100.1 101.2 

A- IOS·5 99.8 101-4 102.8 99·5 101.1 

S 102.0 100.1 101.0 101.8 99.6 100.6 

0 98•6 99·8 98,9 99.8 99·7 99.8 
N 94.6 g6.8 95.8 97-3 99.2 g6-4 
D 95.1 95·7 95-4 97.1 98.9 98•1 

19)0 

J 95·9 94·7 95·3 97.0 97.8 97-5 
F 94.2 92.1 98.1 g6 .• 97·5 97" 
M 91•6 go·8 go·9 95.8 g6-4 g6.2 
A- 91.2 go·3 go·7 95·5 g6.1 9509 
M 88-4 89.1 88·7 95-7 g6-4 95.2 
J 114-4 85·5 85.0 9109 95·3 98-7 
I 79·9 8'-4 81'8 Sg-4 94·5 91.1 
A- 88·· 80·3 81·7 go-4 98.0 91•8 
S 83.0 78.3 80.6 ga.o 9·-4 9·.2 
0 79·· 76 .• 77·7 goo9 91.8 91.2 
N 75.0 74.8 7409 88 .• go·5 Sg·5 
D 78·7 7·09 7304 86 •• Sg.o 87.8 
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INDEX NUMBERS OF WHOLESALE PRICES (tont.) 

PRODUCERS' GOODS DESTINED 
FOR HUMAN CONSUMPl10N CONSUMERS' GOODS, PROCESSED 

MONTH Foods Non-foods Total Foods Non-foods Total 
1931 

I 7'" 7
'
-9 7'.0 84·9 87.1 86.1 

F 68.6 7
'
.7 70" 85.0 86·5 85.0 

M 68·9 70·5 6g.8 82·5 85-9 84" 
.of 68.8 68.5 68.6 80·7 85.1 85.1 
M 65.1 66·5 65.8 77·9 114-5 81-5 
I 62-4 65" tis.8 76-9 85·7 80-5 

I 60.8 65-5 tis·5 77-7 85·5 80.8 
.of 60·7 65·5 62.0 78.1 85·7 8,,, 
S 57·5 61.6 59.6 774 85·5 80.7 
0 56•1 60.1 58.· 77.0 82.6 80.0 
N 57·7 60-5 59" 75·5 8u 79" 
D 54-5 59·5 57.0 75·5 80·5 77.1 

.1932 

I 55-9 58.7 56.5 70-9 79-5 75.6 
F 51.6 58.5 55.1 6g .• 79" 74.6 
M 51-4 57.8 54-7 6g·5 78.9 74-4 
.of 50 •6 56•1 55·5 67·6 78•8 75-7 
M 47·5 54-5 5'.0 65.8 77-7 72 .• 

I 46.7 5".5 49.8 65" 77-5 7
'
.7 

I 49.8 52.8 5'-4 67-4 76·5 72 .. 
.of 50 .5 55-4 55.0 67-9_ 76-4 72.5 
S 49-4 57.8 55.8 67·5 76-9 72.6 
0 45-9 56.5 5

'
.5 65·7 77-0 71.8 

N 45.8 54.6 49·5 65·' 76.6 7
'
.5 

D 4'-4 55" 47.6 65.6 75-9 70" 
1913 

I 41.1 5t.l 46-9 61-5 74-5 68·5 
F 42.0 50 -9 46.7 60-4 73·5 67·3 
M 44-9 51-9 48.6 60.8 75.1 67-4 
.of 47.0 52.5 49.8 62.0 72.8 67.8 
M 55" 58 .. 55.8 64.8 75·5 6g-4 
I 54-9 65.6 59·5 65.6 76•6 7

'
.5 

I 61·7 6g.6 65.8 68.0 80.0 74-5 
.of 59.0 7'" 65·5 67.8 84·5 76.8 
S 58-4 7u 65·5· 68·5 87·5 78-4 
0 55·6 7 •. 1 64·, 68·5 88 •• 78.g 
N 55.0 72.6 642' 67.6 87·9 78-4 
D 5504 75" 65·7 tis·7 87-9 77.6 
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INDEX NUMBERS OF WHOLESALE .PRICES (cont.) 

PRODUCERS' GOODS DESTINED 
FOR HUMAN CONSUMPTION CONSUMERS' GOODS, PROCE.SI£.D 

MONTH Foods Non·foods Total Foods Non-foods Total 

1914 
J 56-4 74.6 65·9 67·, 89·' 79.0 

F 59·6 76 •• 68·3 70 4 88.g 80., 

M 59·7 76.2 68., 7'·7 88·7 80.8 

A 58,7 75·7 67.6 7'.2 88., 80-4 

M 5g·6 74-5 67·5 714 88·5 81.0 

J 654 74.6 6g .• 74.2 87.6 81 4 

J 65·2 74.6 70 .2 75.0 87.0 81·5 
A 7".g 74.1 75.6 78•1 87.0 81.g 

S 77.0 75·9 7504 80.8 87.2 84., 

0 73.1 73·' 75.1 7g.o 87.0 854 
N 73-5 75.0 73·' 7g·l. 864 85·' 
D 77.0 73.1 75.0 7g·8 86.2 8,., 

19J5 
J 81·5 75·7 77·9 84-3 86.0 85-5 
F 84·1 75-3 78.6 874 85·7 86,5 

M 87.1 71•6 78·9 87·9 85·7 86,7 

A 88.8 70 .5 7g·1 go.o 85·7 87·7 
M 87.8 75-3 80.1 89·3 86.0 87·6 

J 84.0 73·3 78.5 87.6 87.0 874 

J 814 754 77.2 874 86.g 87·2 
A 84·9 7··9 78.5 go·5 86·9 88,5 

S 85·9 72.5 78•8 91·5 86.8 89.0 
0 85·' 74-3 7g·, go.o 86., 86.1 

N 81.0 76.3 78.5 89.8 87.0 88., 

D 8 • .0 76 •• 78.g go.g 87.0 68.g 

19J6 
J 8'·5 75.8 7g·0 89·, 87.0 88.1 

F 81.1 75·' 784 88 .• 86,7 874 
M 80.6 74·9 77-7 85.0 86,7 85·9 
A 80,7 74-7 n·6 84·g 86.g 86.0 

M 77.0 74-3 75.6 81·5 86.8 84·, 

J 77·9 74-7 76.1 8 •• 8 86,7 844 
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INDEX NUMBERS OF WHOLESALE PRICES (cont.) 

CitOPS 
YEAROa Raw Raw Raw, 
MONTH producers' mosumers' total PIOC<SSed Total 

N ,I '7 49 '5' 100 
1929 .00.0 .00.0 .00.0 .00.0 .00.0 
19JO 79.0 9'-4 80·5 9'.8 87.8 
19JI 55.6 46 58.0 79.8 70·5 
1932 41·' 53.0 4409 70.6 59·7 
'9JJ 53·1 55·7 55·9 77-4 67-4 
19J4 70.6 ·60.6 &go9 88 .• 80-4 
1935 76·5 56 •• 70·7 go .. 8'09 

'929 
J 101.8 94·5 99.8 101·5 100.8 

F '04.0 9 •. 6 100.6 101.1 100·9 

M '04-4 8g .. l00·S 100.1 100.1 

A. .00-4 go •• 97.6 99·' 98.5 
M g6.1 92·' 95" 98 .• g609 
J 95.6 97·5 g6.1 g6 .. 97-4 
J 100.6 99·7 100-4 lC)O·5 100-4 
A. lOO.! 110·9 10S·1 101.2 101·9 

S 102.0 111·7 '04·5 101.0 102·5 
0 101 •• 111.0 103.8 100-9 100MI 
N g6·5 '04·7 g6·7 99·7 99·1 
D 96-4 101.8 9709 99·3 98.7 

1930 

J 94·' 97.6 95" g6 .• g6·9 
F 8g·5 g6.8 9'·5 97.0 94·7 
M 85·9 96.0 88.6 95-5 91.6 
A. 87·5 1°3·9 9'.0 95.6 94·1 
M 85·5 105-9 91•1 94·7 93.1 
1 79·5 '04.8 88.1 95·' go.1 

] 75-7 go.8 79·7 91.5 86·5 
A. 76·, 80.6 77·5 go.6 85.0 
S 7'.6 85.1 76.0 88.8 83-4 
0 70.6 88.1 75-4 87·9 8 •• 6 
N 88·5 77.0 70 •6 87.0 80 .• 
D 65·7 68.0 66·3 88 .• 77·7 
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INDEX NUMBERS OF WHOLESALE PRICES (cont.) 

CROPS 
Raw Raw Raw. 

MONTH producen' consumen' total Processed Total 
1931 

] 64-7 6g'3 66.0 84·8 76,7 
F 644 65·9 64.8 84" 76.0 
M 63·7 654 64·· 88.8 75·5 
A 6 •• , 66,9 63.6 83·· 74-9 
M 60.1 684 6'·3 8"9 78.6 
] 57·5 67·7 50 .• 8 • .0 71:·· 
] 55.6 65·· 58 .• 804 7'.0 
A 494 68·' 5'09 78.6 67·8 
S 47-5 63.0 5 •. 6 77.0 66.2 
0 46.8 60·3 50 4 76,5 654 
N 49·7 57-5 5"~ 76.8 66 .• 
D 47·' 554 494 74.8 64.0 

193:1 
] 46.8 54-5 48,9 78·5 63·' 
F 46 •• 54·' 48,3 78.1 60·5 
M 45.0 54-7 47-7 7'4 61 09 
A 44.0 55-8 47.1 7

'
.7 6 ... 

M 4
'
.3 55.2 45·' 70.0 594 

] 38 .• 56.8 48.1 6g.0 58.0 
] 89.1 55.6 48-5 68,7 58•1 
A 42·9 51•6 45·' 6g.6 59·5 
S 434 55.0 46·1 70.9 604 
0 40.6 50 .0 48·' 70 .1 58.8 
N 89.1 47·9 41•6 6g.1 574 
D 87·9 47.8 40.6 68.1 564 

I9JJ 
] 88.7 47-5 41.2 66.6 55·9 
F 884 46 .• 40·5 654 54·9 
M 41.6 47·9 48-3 664 56.6 
A 45-8 49·7 46,5 67,3 584 
M 5··9 47·8 5

"
5 704 6'4 

] 56.8 5
'
.9 55.6 74·· 664 

] 66.0 6g.6 66·9 82.1 75.6 
A 60.8 64,5 61.8 86.8 76•1 
S 604 60.0 60·5 86.1 75·! 
0 57.8 55·9 574 85.6 75.6 
N 60.0 54·9 58.6 85·5 74.0 
D 60·5 56•6 59.6 84·7 74" 
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INDEX NUMBERS OF WHOLESALE PRICES (cont.) 

CROPS 
Raw Raw Raw, 

MONTH producers' oonsumers' total Processed Total 

'934 
/ 63.8 63.6 63.6 65·9 76,5 
F 66 .. 66.6 66.8 66.g 764 
M tis·7 6709 66·5 67.1 784 
if 63.6 6S·7 6S·8 66.6 77.0 
M 64.8 634 64,5 86·5 77.1 
J 70·3 654 6g.1 87.6 7g·8 

/ 7S·6 614 7°·3 87·7 804 
if 80,7 80·3 75-3 8g.1 .8303 
S 814 60.0 75·7 8g·7 83·7 
0 79·7 61·7 74.8 Bg'3 85.1 
N 80.6 58.6 74.6 Bg4 85.1 
D 8 •. 8 55.8 75·5 go .. 83'9 

'93' 
/ 81.0 564 74-3 8g.8 83·' 
F 80.6 56,5 7309 Bg.8 85·1 

M 78•1 54-7 71.7 8g.6 80.0 
if 80.6 58.1 744 go.6 8S·7 
M 7g .. 56.7 75.1 go.6 8S" 
/ 75.0 59·8 7°09 8g.6 81.6 

/ 75.8 56.8 6g·3 8g·3 80.8 
if 7"" 5".5 66.g Bg .. 7g·8 
S 7·.6 51.1 67" go4 80,5 
0 74.8 51·7 66·7 9 1 •• 81·7 
N 7 •. 8 57.0 68·5 gl.o 81·5 
D 71.6 56.8 67.6 gl.o 8 •. 1 

'936 
/ 7".7 55·7 68.1 88·5 7g·9 
F 7'" 56,7 68.0 87·1 7g.o 
M 71•8 5g.o 68·5 85·5 78.0 
if 7'4 6o.g &g·5 85.1 78.5 
M 7°09 66.6 &g.8 84·5 78,5 
/ ,2.1 77.6 75.6 84,5 7909 



520 PRICES IN RECESSION AND RECOVERY 
INDEX NUMBERS OF WHOLESALE PRICES (conI.) 

:ANIMAL PRODVCiS 
YEA. OR Raw Raw Raw. 
MONTH producers' consumen' total PIOCZUed Total 

N 3- .0 42 .og '5' 
:1929 .00.0 100.0 .00.0 .00.0 .00.0 
19Jo 8'·5 93·' 85.6 go·7 884 
I9JI ji8 .. 8_.0 66·5 74·5 70.9 
19J2 45.0 60.0 49·6 60-9 55-9 
r9JJ 42·3 59·' 48" 6 •. 8 55.8 
r914 48•8 7'·5 56.7 72•1 65" 
r9J5 74-6 78.5 76.0 B4-o 804 

1929 
] 99·- 100.1 99.6 10 ... .004 
F 97-5 101·3 gB-9 UID.! 99.6 
M '05-9 g6.6 .0.,. 101·5 101-4 

A. .06.6 94-5 •014 101.1 101.6 

M 1oa·5 g6 •• '00" .004 .00 .. 
] 103.1 974 101.1 100., .00.6 
] I05.g g6·9 • 01-9 101.6 1M .• 

A. '04.8 gB·5 102., 101·5 .01.0 
S 101.0 .00.6 .00-9 101.1 .01.0 

0 94.8 .ou 97.8 99.0 984 
N Sg·7 '07.2 95-9 g6.8 g6., 
D Sg·5 • 08.0 g6.. g6., g6 •• 

r9JO 
J 95·5 .01.2 g6·7 95·7 g6 •• 
F 95.0 . gB.6 95.0 95·' 95·' 
M 914 95-5 91" 94·5 95-5 
A. Sg.o 93-7 90-7 94·' 91·5 
M 86.0 87·1 864 91-4 Sg·7 
J 8'·5 8704 85·7 go·7 87.6 

J 75·7 86·9 '19.6 88., 84·3 
A. 774 91" 8_-5 Sg .. 86.-
S 79·6 94·' 47 go-5 87-9 
0 74.0 95.0 8'-4 Sg.o 85·5 
N 6g.8 97-9 79.6 85-9 8,.1 
D 68·5 go •• 76.0 8,., 110.0 
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INDEX NUMBERS OF WHOLESALE PRICES (conI.) 

ANIMAL PRODUCiS 
Raw Raw Raw, 

110l01I producers' CX)llsnmrn;o IOtal Proa:ssed Total 
z9Jz 

] 674 854 75.0 80.8 77-5 
F 62.6 80 .. 68.8 79.0 744 
M 64" 8'4 70·5 784 74·8 
A 65.8 80-5 69.6 764 754 
M sB·5 79·9 65.8 75-7 70" 
] 56.9 8 • .0 654 724 69·5 
] 58.6 85" 67 .. 75" 704 
A 6'4 8209 6809 74-5 7'·9 
S sti.o 85·7 65·7 75·9 70.2 
0 51·7 84·9 65·9 72.9 68·9 
N 5'" 8.1.1 61.0 7'.0 67.0 
D 47.8 80·7 59·5 68·5 84" 

1932 
] 4s.. 65·7 54-5 65.8 60.7 
F 45·' 61.1 SO.8 64·5 sB4 
M 45-5 59·7 SO·5 64.6 58.5 
A 45" 59·7 49.0 61·5 sti·5 
M 59.2 59·7 464 59.8 55.8 
] 40 .6 58.8 4609 sB4 55-5 
] 46" 594 SO·8 59·7 55·7 
A 46.5 6 ... 5'·5 60·5 564 
S 46·5 61.6 51·' 6009 sti.g 
0 4'·7 64-8 49.8 5909 554 
N sB.6 684 49.0 58.8 54-5 
D 55-3 6'-9 #ti 57-5 5'·7 

19JJ 
] 544 56 .• 42.0 55.8 491/ 
F 55-5 49.0 40·5 554 48.7 
M 57·5 47.8 41•1 55·5 49.0 
A 57.2 47.8 4009 55.8 49·5 
M 44.6 5'.6 474 59·5 54.0 
] 47·' 57·9 SO.g 6'·7 56.8 
] 48.8 6'·5 55·' 65-7 59.0 
A 47·' 64.6 55-5 65.6 60 .. 
S 47.6 65·5 55·9 674 6'4 
0 45" 67·' 5'09 67·7 6 • .0 
N 42·5 7'·5 51.6 67·5 60·7 
D 40 .5 70·' 5'.0 654 5809 



522 PRICES IN RECESSION AND RECOVERY 
INDEX NUMBERS OF WHOLESALE PRICES (conI.) 

ANIMAL PRODUCIS 
Raw Raw Raw. 

MONTH producers' consumers' total Processed Total 

19J4 
] 4'1·5 68.g 51.7 66.8 60.1 
F 47-3 65.0 5S·6 6g.6 6"5 
M 48.0 63·6 5!·5 70 •6 65.0 
A. 48.5 6'09 55.6 6g.8 6 •. 6 
M 47·5 6 •. 6 5··9 70.8 6 •. g 
J 47-3 70 9- 55-3 71.5 64·s 
J 47.0 74.1 56·5 71.7 64·9 
A. 50 .7 76-4 59.6 74.0 &7.6 
S 56'5 77-4 6S·8 76-4 70 .7 
0 50 -4 78·9 60-4 74.1 68.0 
N 49·9 79·5 60.1 75.6 &7.6 
D 5··9 79.1 62.0 74-3 68.8 

1935 
] 64-7 80,7 7°·S 79·7 75-5 
F 68-4 81.2 7'·9 8 • .8 78·S 
M 7'09 77.1 74-4 8"7 79.0 
A. 74·' 78.0 75.6 8S·9 809-
M 75-4 78.0 76.! 8!·5 809-
] 74-5 76,7 75-4 8 •. 6 79·! 
] 7'·7 77.0 74·' 8 •. ! 78.7 
A. 79.0 78.7 79.0 85·7 8 •. 8 
S 79·S 78-4 79.0 86.6 8S" 
0 77.0 78.0 77-4 85-4 81.g 
N 75·' 78.8 76.5 85·7 81.6 
D 78 .• 77·9 78•1 8,.. 85.0 

1936 
J 79.6 75.8 78·S 86.6 8 •. g 
F 79-4 78-4 79" 85-4 8 •• 6 
M 77-5 71.5 75-5 8S·6 80.0 
A. 77.1 70.8 74·9 8304 79.6 
M 7 •. 6 71•1 72 .1 80 .• 76•6 

J 7S·' 71.7 7 •. 8 80.8 77.1 
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INDEX NUMBERS OF WHOLESALE PRICES (cont.) 

METALS NON-METALLIC MINERALS 
YEAIlOIt. Raw Raw Raw Raw, 
MONTH producers' Proc:ossed Total produce~' consumers' total 

N 19 105 '24 '5 3 .6 

'9"9 '00.0 100.0 .00.0 .00.0 .00.0 100.0 -

'9)0 117·8 93.1 92.0 95-5 98.8 g6 •• 
z9JZ 74.6 6609 84·3 8'·5 101.! 84·7 
1932 65·7 85·. 79·5 8'09 98,5 84·8 
'9JJ 75-5 82.1 80,5 78.8 9'.6 81.1 

'9JI 8'·3 88-4 66,9 9'·5 89.6 9'.0 
'9J5 85" 117-4 86.6 92.D 89·· 9'·5 

'9"9 
] 96.6 1(M).l 99-4 101·5 101.6 101.6 

F 98·5 .00-4 '00.0 100·5 101.6 ·00.7 
M 10809 10108 101.8 99" 101·S· 99·7 
A 102·9 101-4 10I.8 97-5 97·7 97-5 
M 100·5 101.0 .00.8 97·9 96.9 97.8 
] .00-4 .0009 100.8 100·9 97-7 100·5 

] .004 100.6 UlO·5 100.1 98.8 .00.0 
A 100·5 .00.0 100.1 .00.0 99.8 .00.0 
S .00-4 99.8 .00.0 100.2 100·5 100·8 

0 99·9 99-4 99·5 .00·5 101.2 100.6 

N 9809 98,5 98.6 100·5 101.2 100.6 

D 98" 98-4 98-4 101.0 101.2 IOI.t 

1930 

] 97-7 97·' 97-5 99·5 IOU! 99·9 
F 97.6 96.7 gtio9 98,5 101.& 98.9 
M g6·7 gti.6 gti·7 g6·5 101.2 97·' 
A 95·' g6.o 95-4 96.5 100.1 g6'9 
M 88.6 94·9 95.6 gti.1 96 •• 96 •• 
] 87-5 95-5 92 .0 95.6 95·· 95·5· 
] 49 92 -4 go.8 95.8 96 .• 96.0 
A 84-4 91•1 Sg.6 95.6 97·7 g6.o 
S 85·3 go·5 Sg.o g6·5 9809 96•8 
0 So.6 Sg'7 87.8 95.0 99.6 95·9 
N So·7 ag·5 87.6 go·7 99·5 92.5 
D 80.8 Sg'5 872 go.6 99·5 92.2 



5'4 PRICES IN RECESSION AND RECOVERY 
INDEX NUMBERS OF WHOLESALE PRICES (cont.) 

METALS NON·METALLIC MINERALS 
Raw Raw -Raw Raw, 

MONTH producers' Processed Total producers' colUumers' total 
I9JI 

J 79·7 88,7 86.8 go.o gS'7 9 •• 6 
F 78.7 88,5 86-4 Bg.8 98,7 9'-4 
M 78.6 88-4 86., 8504 gS .• 86.0 
if 77.6 87,9 85·7 80-4 g6-4 8, .• 
M 75-5 87-4 114·9 80.0 97.8 8,.0 
J 75.8 86.g 114·' 75·7 00·5 79.8 

J 754 86.8 84·' 74.0 101·5 78.8 
if 7504 86-4 8'·7 77-9 105.2 8a.1 
S 7 •• 8 86·5 85·5 80.2 .05-5 84-5 
0 7',' 85.6 S2.6 79.8 105-4 114,5 
N 70•8 854 S2., 80., . 1054 86 .• 
D &g.g 85.0 S'-9 8 • .0 105.5 86 .• 

.l9}2 

J 70 . .1 84·' S •. , 8 •. 8 105.6 86.0 
F 68 .• 8'·5 80., 8'·7 105. 1 85.8 
M 67·' 8,.6 80 •• 8 • .0 100.1 114-4 
if 66 .• 8,., 7g·8 8'-9 954 114·, 
M 65" 85·2 79·5 8 •• , 954 114,5 
J &4-4 85·· 7g·2 8a.1 95·' 114,5 

J 63-5 85·' 78·9 8,.. 94" 85·' 
if 6405 85·' 7g·5 82.g 95·8 85·' 
S 66.0 80.6 79·' 80·5 !rI·7 85.0 
0 65·5 82·5 78-9 8'·5 g8.8 85·· 
N 64·2 8.-4 78.6 80.0 00.0 85.0 
D 6',5 8 •.• 78., 80 .• gS.8 8504 

'9JJ 
J 6'·5 80.6 77.0 76-4 gS.8 80., 
F 65-4 81.1 77·' 75-7 98.8 78 .• 
M &4·5 79.8 76•6 75.0 gS-4 774 
if 65·' 8o.g 774 7 •. 8 go.6 75·' 
M 70·· 79·8 77.8 70 •1 87·· 75·' 
J 74-7 80.6 79-4 70•8 85.6 75-4 
J 78 •• 8 •• 6 8o.g 754 86.g 77-5 
if 79·· 8.-4 S • .8 78.5 88,5 80.0 
S 80.6 85·2 80·7 114·' g'-4 85-4 
0 79.6 8,.g 8, •• go-4 91. 1 go.6 
N 80 •• 114 •• 8',5 go·7 91•1 go-9 
D 7g·8 114,7 8"7 91•1 go.g g • .o 
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INDEX NUMBERS OF WHOLESALE PRICES (ron •• ) 

METALS NON-METALUC MINERALS 
Raw Raw Raw Raw, 

MONTH producen" Processed Total producers' consumen' • total 
'9J4 

] 79.8 874 85·9 ag.o 9'.0 ag .• 
F 79·7 88.6 66·7 ag .. go.8 ag.6 
M 60.0 88.6 86.8 ag .. go.8 ag.6 
A 8'-4 ag-4 87-7 go·7 87-4 go .• 
M 82-4 goo9 ag .• 9'·5 84-7 go .• 
] 82·5 ag.6 88.0 9'·5 66.0 go.6 
] 82·5 88,5 8,.1 go .• 88.0 9'-4 
A 82·5 88 .• 87.0 9·-4 ag-4 9·.0 
S 8 ... 88 •• .86.8 go·5 goo9 go·5 
0 St .• 87.8 66.6 92.5 9'.8 92-4 
N 8 •. 8 87·, 66-4 92 •2 9··9 9.·. 
D 82.0 87.6 66-4 92.0 go.o 92.0 

'9J5 
] 8 ... 87·5 86,5 92.0 go .• 91,1 
F 8'09 87·5 66 .• 92 .1 gl.l ga.1 
M 8 • .8 87·5 66 •• 92 .• go.8 9·.0 
A 8··5 87·· 66 •• 9'·5 84,5 go-4 
M 8505 87.8 66.8 9 •• 6 8'·7 go.o 
] 85·. 88.1 87.0 9'.8 8 • .8 go-4 
] 8'09 87-7 66-4 9'.8 86 •• go.8 
A 8.-4 87·8 86.6 9'-4 88 •• go.8 
S 85·' 87.6 66.6 go.o go·5 go •• 
0 84·5 86,5 86 •• 9'·5 9·" 9'·5 
N 66 •• 87·6 87·5 98·6 9··9 95.6 
D 85·7 87.6· 87·· 95-7 9··7 95.6 

'9J6 
] 84·7 87·9 87·. 94·9 9'·9 94·5· 
F 84·8 87.8 87·' g6-4 92.5 95.8 
M 85.0 87.6 87.0 g6.6 go .• 95·9 
A 85.1 87.6 87.0 94·9 ag-4 94.0 
M 84·9 87·· 86.8 94·7 85.6 95·' 
] 84-4 87·· 66·7 94·7 66.0 95·· 



526 PRICES IN RECESSION AND RECOVERY 
INDEX NUMBERS OF WHOLESALE PRICES (cont.) 

NON-METALLIC 
r-MINE'R.u,s--, ALL MINERALS 

YEAR OR Proe- Rawpro- Rawcon- Raw, 
MONTH essed Total ducers' sumeJ'S' total Processed Total 

N 94 110 S2 3 35 '99 234 
19'9 '00.0 100.0 100.0 100.0 100.0 100.0 UJO.o 

r9Jo 95-3 95.6 92.6 98.8 93-3 94.0 93.8 
I9JI 84·6 84-7 78.8 101·3 81.3 86.0 84,5 
r9J~ 85·' 85.0 75-7 gR·5 78.3 84.0 82.2 

19JJ 834 82-4 76.7 91•6 78-4 8"7 81.3 
19J4 88·5 89.6 87·5 89·6 87-7 88-4 88 .. 
19JJ 87-4 ag.2 88.6 ag.. 88·7 87-5 87-9 

I929 
1 100.8 101.2 99·7 101.6 99-9 .00-4 100.2 

F 99-4 .00.0 99.8 .0L.6 '00.0 100.0 .00.0 
M 98.8 99-2 101.0 101·3 101.0 100·3 100·5 

A- 100·5 99-2 99·5 97-7 99-2 101.1 .00-4 
M 101.0 99·7 98,9 96,9 98.7 101.1 100.2 

1 102-4 101.6 100.8 97-7 100·3 101·5 101.2 

1 100·9 100.6 100·3 gR.8 100.1 100·7 U)C)·5 

A- 99·' 99-4 100.2 99.8 100.1 99·7 99.8 
S 99·2 99.8 100·3 100·5 100.,5 99.6 99.8 
0 99-4 .00.0 100.a 101.2 100·5 99-4 99·7 
N 99.8 100.1 99·9 101.2 .00.0 99.0 99-4 
D 99-4 lOCUS 100.0 101.2 100.1 98.8 99·' 

I9JO 
1 98.5 99·' gR·9 101.2 99·' 97.8 gR .. 
F 98,3 98.5 gR.o 101.2 98,5 97-3 97-7 
M 97·' 97·' g6-4 101.2 g6·9 g6·9 g6'9 
A- 97.0 97.0 95·' UX).1 95.6 g6·5 g6 •• 
M 98•6 97.6 93·' g6.2 93-5 96,5 95-5 
1 96-4 g6 •• 9"5 95.2 9'.8 94·7 94.0 

1 94.6 95·2 9'·7 96.1 92.1 93-3 go·9 
A- 93·9 94.8 9'-4 97-7 go .• 92.2 92.2 
S 94·8 95·7 9'-4 98,9 92 .2 92.3 go·3 
0 93·' 94-4 89·5 99.6 go·7 9'" 91.0 

N 92.3 92.3 86·9 99·5 88-4 go.6 ag·9 
D go •• gl,l 86·9 99·5 88·3 ag.8 ag-4 
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INDEX NUMBERS OF WHOLESALE PR.ICES (cont.) 

NON·METALUC 
,....-MIN~ ALL MINERALS 
Proc· Raw pro-. Raw con- Raw. 

MONTH essed Total duters" sumers" total Processed Total 
z9Jz 
] Sg-4 go-4 86 •• g8·7 87·5 Sg.o 88·5 
F 88 .• Sg'5 85.6 g8'7 87·' 88-4 88.0 
M 85.8 85.8 8 • .6 g8 .• 8',5 87·5 86 .• 
A 8'·5 8305 79·S gS-4 81·5 86.2 114·5 
M 85.1 8, .• 78.1 97·8 So-4 85·7 84.0 
] 82.1 81.1 74.g 99·' 77.8 85.0 8 •. 6 
] 8 •• g So.6 74.0 101·5 77-1 84·9 8.-4 
A 84·0 8,.1 76 .• 1°5 .• 79·· 85-4 • 8'·5 
s 84·, 84-5 774 1°5·5 So'5 85·5 8'·9 
0 84-4 84'5 76.6 105-4 79·9 85.1 83-5 
N 85·' 85.6 77.g 105-4 8,.0 85·' 8"9 
D 8505 84.6 77-4 '°5·5 So.6 84·, 8, .• 

Z9J:J 
] 8',3 84-5 77·5 105.6 So.6 8'·9 8 •. 8 
F 8 • .6 B4.o 76.6 1°5.1 79.g 8, .• St .• 
M 8 •. 8 8',5 75·7 100.1 78-4 85-4 8'·7 
A 85.0 84'7 75·9 95-4 78 •• 84.1 8 ... 
M 85·9 85-4 75·7 95-4 78.0 84·5 8'-4 
] 86,5 85.6 75-4 95·1 77-7 84·7 8.-4 
] 87.1 86'3 75.6 94.2 ,7-7 84·g 8"5 
A 86-4 85·8 75.8 95·8 78.0. 114,7 8··5 
S 85.0 85.0 76.0 97-7 78•6 8,., 8a.l 
0 85·5 85-4 75.8 .g8.8 784 8S·' 82.1 
N 85-4 85'3 75-3 99.0 77.g 8S·7 8 •. 8 
D 84·, 8,.g 75·7 98.8 76.6 8S.2 8,.0 

'9JJ 
] 8a.l 8'-4 "-4 g8.8 ,4-5 8 •. , 79·. 
F So.8 79.6 &g.8 g8.8 75·' So.8 78.t 
M So •• ,8.g 69·8 gS4 75.0 '9·9 ,7-7 
A So.o 77.8 &g., go.6 71.8 So., 774 
M 7g.8 77.0 7°.1 87·· 72 .1 79·9 77-5 
] 8 •• , 77'9 72.5 85.6 73·9 So.g 78.6 
] 8,.8 8 ... 76.5 86·9 77-7 8"5 8 • .0 
A 8S.6 80.0 78.7 88., 79.8 8S.o 8 • .0 
S 86.1 85.8 8 • .8 gl-4 8,.8 84·5 114·· 
0 88.0 Sg., 86., 91.1 86.g 85·7 86.0 
N 88,5 Sg'5 86.8 !1.1'· 87·' 85·9 864 
D 88,7 Sg.8 86.8 go.g 87.0 86-4 86,7 
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INDEX NUMBERS OF WHOLESALE PRICES (cont.) 

NON-METALLIC 
.---MINu..u.s--"\ ALL MINEIlAl3 
PI'OC- Raw pro- Raw COD- Raw. 

MONTH essed Total ducers' sumers' total Proce5Sed Tora] 
191/ 
I 88.g Sg .• 85.6 g • .o 86 •• 88.1 874 
F 864 88.8 85·7 go.8 86 .• 88,5 87.8 
M 87·6 88,5 85.8 go.8 86., 88 .. 87.6 
11 87·, 88.6 87 .. 874 87·' 88·5 88 .• 
M 88 •• Sg •• 88.0 84,7 87-5 Sg.8 8g.o 
I 88,7 Bg·5 88 .• 86.0 87·9 Bg .. 88·7 

I Sg4 go., 884 88.0 884 88,7 88.6 
11 Sg., go4 88.6 Sg4 88·7 88,7 88., 
S Sg .• go.6 88·5 goo9 88.8 88-5 88.6 
0 8g .. go.6 88,5 g •• ~ 88.g 884 88,5 
N 88., go., 88., g •• g 88., 88 .. 88., 
D 88 .. Sg.g 88 .. ga.o 88.6 87·g 88 •• 

1915 874 8g .• 88.6 8g •• 88., 87,5 87·9 
I 8'4 Sg4 88., 92 •1 88., 874 8709 
F 86.6 Sg.1 88., 91.1 88., 87.0 87,5 
M 8,.0 Sg .• 88., go.8 88,5 8, .. 8,.6 
11 87.0 88,5 88 •• 84,5 8,., 8, .• 87·5 
M 87·6 88.6 884 8 •• , 87.6 87.6 87·6 
I 88.6 Sg4 88·5 8 •• 8 8,.g 88·5 88 •• 

I 88·5 8g·5 88.0 86 .• 87·9 88.0 8709 
11 88.0 8g., 88.0 88.1 88.0 8'09 8709 
S 8,.1 88·5 874 go·S 87·' 874 87,5 
0 87.0 8g.o 88.6 g ... Sg .• 86.8 874 
N 87-3 go.1 go., g •. g go.g 87·5 88.6 
D 874 go.1 go·7 gO'7 goo9 87·5 88.6 

1936 
I 87-3 go4 9 1•0 91·9 91•1 8,.6 88., 
F 8,.8 g", go.o go., go.o 87-9 SgoO 
M 88.0 91·5 glM 91.1 ga.l 87·8 BgoO 
11 88.g 91,1 91•1 Sg4 go.g 88 •• Sg.o 
M 88., go., 9O.g 85.6 go4 8,.g 88.6 
I Sg.1 go.g go.8 86.0 go·5 88.0 88., 
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INDEX NUMBERS OF WHOLESALE PRICES (con •. ) 

RAW AMERICAN 
OTHER FARM PRODUCTS 

r-FORESI' PJt.Ol)UClS THAN RAW Ani~ 

YEAII, 01\ Raw Proc-
AMEJU~ mal 

YEAR 011. CAN FARM prod-
MONTH producers' esseel Total MONTH PRODUCIS Crop" ucts 

N 18 4' 59 N 606 37 37 

1929 100.0 \ 100.0 100.0 1929 100.0 100.0 100.0 

1930 go-5 g6'5 95·9 Z9Jo 92.1 84-1 86·5 

1931 78., 86-5 1I • .g 19JI 80.2 59·3 67-4 

1932 66.0 78.g 73-5 1932 75-5 4405 50.7 

19JJ 744 79·7 77-4 19JJ 74-9 54.0 49.0 

19JI 85·7 85·· 85-4 19JI 85·· 70•6 • 58-4 

19J5 81-5 85·7 8··7 19J5 85.8 7"-4 78.6 

192 9 1929 

J 99·5 100·9 100.2 J 100·9 99·5 99-4 
F 100·7 100.8 100·7 F 100·5 99·7 g6.6 

M 101.0 100·5 101.2 M 100.8 99.1 101·5 

A. 101.6 100.1 100·7 A. 100-4 g6'5 lot.2 

M 101·5 100" 100·7 M 99.g 93·9 100.2 

J 101.0 100.0 100-4 J 100 .• 95-4 101·5 

J 100-5 99.g 100.1 J 100.6 100·5 10!.1 

A. 100·5 99.8 100.1 A. 100-4 1054 102·7 

S 99.8 99·9 99.8 S 100-4 1°5·· 100.7 
0 98•8 99·7 99-4 0 99.8 10407 97.6 

N 97·7 99-4 gB.6 N gB·7 99.8 95.8 
D g6 .• gB.8 97.8 D gB .• UK).! g6 .• 

1930 19Jo 
J 97·· 98.6 gB.o J 97·5 97·5 96'7 
F g6.g gB-4 97.8 F 96,7 95.1 95.1 

M 96.5 98.5 97-4 M 95.8 ag·9 91,1 

A. 95" 98.0 gG.8 A. 95·5 95.8 go., 

M 92.1 97.8 95-4 M 94-5 95·1 86-4 

J go .. 97·5 94-5 J 9 •• 6 88.0 8405 

J ag.5 gG .. 95-5 J 91.0 80,9 80-4 

A. 87-5 g6 .. 9·-5 A. go-4 79·5 85.6 

S 86-4 9s.. 9·.0 S go .• 78.5 86.1 

0 85·5 95·5 9"" 0 ag.o '/7.1 8S.o 

N 85-4 9S·5 go.o .N 87·5 7 •. 1 81.1 

D 84·5 9··5 88.8 D 86.5 67.6 '/7 •• 
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INDEX NUMBERS OF WHOLESALE PRICES (conI.) 

OTHER 

r--FOIlESl' PRODVcrs~ THAN )lAW JlAW AMERICAI'll 

Raw Proc~ 
AMERl- FAIlM PRODUcrs 

CAN.AU< Ani-
MONTH producers' esoed Total MOJ\lTH PkODUCD Crops mal 

z9J.l 19JZ 
J 84·0 go.o 87-4 J 85·' 67.6 73.8 
F 83-3 Bg-4 86.8 F 84·' 66·5 Bg-4 
M 82·5 Bg·5 86·5 M 82.g 66 .• 7'·3 
A 80-4 Bg-4 85·5 A 8,.6 65·7 70 .7 
M 79-4 88.0 84-4 M 80·5 64·2 66.g 
J 78.5 87.8 83.8 J 79·3 6'·1 66,3 
J 76,7 86.6 82·3 J 79·' 59-4 68 .• 
A 76-4 85·7 8'·7 A 79·3 54·' Bg.g 
S 76.0 84.0 80.6 S 7809 52-4 66·5 
0 75" 8,., 79·7 /J .78-4 SO·7 64.8 
N 744 80·7 79·' N 78., 50.0 6"9 
D 7 •• 8 80-4 78., D 76.8 49.0 50., 

.I9J2 .l9J:I. 
J 71•1 81.1 76,9 J 75-7 48.8 55·' 
F tig-4 80,5 75·7 F 7409 48" 5'-4 
M tig.2 80.6 75·7 M 74-5 47·5 5',' 
A 68 •• 80.0 7409 A 74.0 46.6 SO.o 
M 66·5 79·7 74·' M 73.0 44-4 47·5 
J 63.0 79.6 7'.8 J 7'-4 41·2 48.0 
J 63.0 78.9 70-4 1 72.5 41.6 50., 
A 6 • .0 78.g 70.0 A 7°.g 44·3 52.7 
S 62-4 78.5 70.0 S 73-3 44.8 53.0 
0 64.0 76,7 7'·3 0 7'·7 41·' SO·7 
N 64·0 76.5 71•1 N 72 •1 40.7 SO.o 
D 63·' 76" 70.6 D 7'-1 39-4 45·' 

'933 '933 
1 6009 75·' 6g.8 ] 6g·5 40.0 41·7 
F 6'·5 75.0 701> F 68.6 39.6 4'.0 
M 64,5 75-4 70.8 M 68.6 41.8 4'.g 
A 65·' 74-3 70-4 A 68·7 46,7 4'.6 
M 66.0 74.6 7'.0 M 70-4 50.6 48 •• 

J 7'09 76·8 74-7 1 "·7 57·' 5'" 
1 78.6 80·7 79.g 1 76.6 68., 55·5 
A 8 ... 8504 80·5 A ,8-4 63·' 54.0 
S 8 • .6 84·5 8'·5 S 50., 6009 54-4 
0 83·5 84·B 84" 0 8o.B 57·' 55·' 
N 86.6 84,9 BS·6 N 80.8 5g.z 55·' 
D BB-4 84·9 86-4 D 80.6 80-1 5'.6 
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INDEX NUMBERS OF WHOLESALE PRICES (cont.) 

OTHER 

r----F08.EST l'llODUCiS THANR,AW 1lAW AMERICAN 

Raw Proc· ""'£RI. I'ARM DODUers 
CAN FARM Ani-

MONTH produ09'S" essed . Total MONTH PRODUCI'S Crops mal 
'914 '9J4 

J 88 •• 85.8 86.8 J 81'5 64,5 5"3 
F 117" 86,3 86,7 F Bo'5 67,5 54·' 
M 87-4 86'3 86.8 M 8'·7 66·7 54·3 
A 87-4 86,3 ·86.8 A Bo.6 63.8 54-5 
M 87-4 86'3 86.8 M 83.2 644 53.8 
J 117·5 86.1 .86.6 J 834 6g.6 57.0 

J 86·7 8409 85·7 J 834 7O·9 58.5 
A 85·7 8H 64.1 A 64.0 ,s .• 61.8 
S 85·7 844 84·1 S 84·6 7.6.7 66,5 
0 83.8 844 84·1 0 84·0 75'9 62·5 
N 83·5 84'5 83·9 N 85·9 75·9 6a.1 
D 8 •• 6 8405 85·5 D 84·0 76·9 64.0 

Z9J5 '9J5 
J 8009 84 .. 8'·7 1 85.0 75-5 7'.8 
F 81.0 83.6 8"5 F 854 75·5 75.6 
M ·80·7 83-4 8 •• 2 M 85·3 73·' 77-5 
A 804 83·3 8a.J A 85·5 76.6 78,7 
M 80.6 85'5 8a.l M 85.6 75.1 79'5 
J 81.6 8"5 82.1 I 85·5 7 •• 6 784 
I 8 •. 0 8 • .6 8'4 I 85·5 7O·9 ".0 
A 82.6 85·' 8 •. g A 86.0 68,7 81·7 
S 8'·5 84-1 83·5 S 86,3 68.8 81.6 
0 8"5 84'5 834 0 864 70·' 7g·6 
N 80.0 84.0 83.2 N 86.g 70 .1 78.6 
D 80.0 83·8 85.0 D 87.1 6809 804 

'9J6 '9J6 
I 80.8 84'5 8 •. g I 86.6 &g.1 80.6 
F 80.8 84,7 8,.0 F 86·5 &g.1 81.6 
M 8009 84'7 8,.0 M 85·5 68.g "·7 
A 81.6 84-7 854 A 85·5 70·5 77·' 
M 81.6 84·6 834 M 844 70·5 7405 
I 81·5 84·8 Bs4 I 84·5 75.1 75.1 



532 PRICES IN RECESSION AND RECOVERY 
INDEX NUMBERS OF WHOLESALE PlllCI!S (conI.) 

PRODUcrs OF AMERICAN FARMS 
Yl!AROll R.aw Raw Ilaw~ 
MONTH producen' consumers' total PnK:<SSed Total 

N 51 '5 74 ,125 299 

,1929 100.0 100.0 100.0 100.0 100.0 
.1930 So.g 95.6 85'5 91•6 88.8 
.l9Jz 57·5 77.8 6305 77Jj 7

'
.5 

19J2 45·5 57-5 47Jj 66 .. 58 .• 
19JJ 49.1 56.9 5

'
.5 70-4 62.2 

19U 65.1 67.1 64·s 81·7 74" 
19J5 78 .• 6g'5 ?5·6 Bg.1 85·5 
1929 

] 100.8 g6.1 99-4 101.1 100-4 
F 100.6 95-5 99.1 UIO·5 99.g 
M 104·1 gl .• 100·5 100.6 100-4 
A- 105.5 go.l 99.6 99·9 99·7 
M 99.0 9'·7 97" 99.1 g6 .. 
] 99" 96•6 gB·5 99" 98.8 

] IOlJ·5 gB .. 102.0 101.1 101·5 

A- 102·5 104-5 10!.2 101·5 101.1 

S 101-4 106-4 101·9 101.2 101 09 
0 97.8 108·5 101.1 100.0 100-4 
N 95.0 108.8 97.8 98.5 gB.o 
D 9504 109.0 98 •• 97.8 97.g 

.l9Jo 
] 94-4 10!J.2 97.1 97.1 97.0 
F 91-4 100.6 94" g6 •• 9H 
M 88.6 96.8 91•1 95" 95-5 
A- 88-4 101.1 go·5 95.0 95-7 
M 86.0 gB.I Bg·7 95-5 91.8 
] 81 .• gB.1 86 .• go.o Bg'5 
] 76.5 91.0 So.8 go.o 86.0 
A- 77.8 91•1 81·7 go.1 86·5 
S 77" 94·5 8'-4 Bg·9 86,7 
0 75·5 95.6 So •• 88·7 85.0 
N 70.0 95.1 76,9 86.8 8'·5 
D 67·7 85·9 7 •• 6 84·9 79.6 
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INDEX NUMBERS OF WHOLESALE PRICES (coni.) 

PRODUCTS 01' AMERICAN FAllMS 
Raw Raw Raw. 

MONTH producers' mnmmen" total Processed Total 
1931 

J 66.7 80.5 70-9 85-' 77.8 
F fit·5 76-9 68 •• . 8 • .8 75-9 
M fit.8 77-9 68.8 8'-4 75·9 
A 4. 78.z 68-4 80 •• 75·' 
M 60 .. 78,5 65·7 78 •• 7'·7 
J 58 •• 79.0 fit .. 77.0 7'·5 
J 57.6 79·5 fit.o 77·' 7'-4 
.c 55·7 78.7 62·5 76.8 70 •6 
S 5'.8 78,5 59.8 75.6 68.8 
0 49-9 77.6 58 .• 74-9 67·7 
N so.s 74.2 57·7 74·' 67·' 
1) 47-9 7"5 54-9 7'-9 fit.6 

1932 
J 48-. 6 ... 51 .0 70" 62,5 
F 46,5 58 •• 49-9 fig .. 60.8 
M 46 •• 57-4 49·5 fig.o 60.6 
.c 44·5 57·5 48-4 67.6 59·5 
M 4'-4 56-9 45-9 654 57.0 
J 40-4 57-4 45-4 fit .. 56 .• 
J 45-7 57·' 47·7 64-9 57-4 
.c 45·5 56.5 48·7 65.6 58-4 
S 45.6 57·' 49.0 66-4 58,9 
0 4'·7 57.8 46·5 65·' 57·' 
N 59·5 59·7 45.6 fit .. 56.2 
D 57·' 54.8 41·5 65.0 54·' 

r9JJ 
] 37-4 5'·5 4"5 6'·5 5'''' 
F 57·9 46 .• 4°·S 60.6 5'-9 
M 40·7 46.z 4'-4 6'·5 55·' .c 41·5 47-4 44.0 6'·5 54-4 
M 5°" SO·7 50 -4 65·6 59.0 
J 55.0 56.5 54-' 68-9 6"5 
J 58.7 65.0 60.6 75-9 68 .• 
.c 55-4 65-9 58.5 77-4 fig .. 
S 554 6 • .8 . 57.6 78 .• fig .. 
0 5'-9 6'·5 55·7 78.0 68,5 
N 5'·5 fit·7 '56 .• 77·5 68 .• 
1) 5'-9 65·' 55·7 76.2 67·5 



534 PRICES IN RECESSION AND RECOVERY 
INDEX NUMBERS OF WHOLESALE PRICES (conI.) 

PRODUcrS OF AMERICAN FARMS 
Raw Raw Raw. 

MONTH producers' consumers" total Processed Total 
z9J1 

J 54-5 66·9 58.5 77.6 6g.1 
F 58.3' 66.1 60.6 79·7 71-4 
M 58-4 6409 60·3 80., 71.6 
A- 57.6 60·5 59.1 79·5 "·7 
M 57.6 62.1 59.0 80.0 ,.09 
J 61.1 68.0 63·2 81.1 73-4 
J 62·7 68·3 644 81-4 7400 
A- 68.8 68·7 68.8 83·5 77.1 
S 7"." 6g •• 71-4 85.1 79.1 
0 68._ ,..g 6g.1 83-7 77-5 
N 68-4 6g.8 6&.g 83-4 77.0 
D 71•1 68.0 70., 84.0 78.0 

Z9J5 
J 76.0 6g·5 74" 86.6 81" 
F 77·7 ,. .. 75-5 88 .. 80·7 
M 78.7 67·3 75-4 88.1 8_.6 
A- 81.0 6g·9 77.8 Sg·3 84·3 
M 80·7 6g·3 77-4 Sg.1 84.0 
J 77·9 70 .2 75.6 88.1 80·7 

J 76.0 6g.0 74.1 87.8 81.g 
A- 78.3 68.g 75·5 Sg.6 83-5 
S 78-4 88.6 75-5 go.6 84·1 
0 78•1 68.0 75.1 go·5 83·8 
N 75.8 71.3 74.6 go·3 83·5 
D 76.7 ,.-4 75.0 91 •• 84·1 

z9J6 

J 78•0 68., 75.1 Sg-4 85" 
F 77.6 7°·9 75.6 88.1 82·7 
M 76-4 66.6 73-5 86.1 80.6 
A- 76.5 68.0 74.1 85.8 80·7 
M 73-5 ,..1 7'·5 83.8 78·9 
J 74-5 76.6 75.1 84·1 80 .. 
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INDEX NUMBERS OF WHOLESALE PRICES (conI.) 

,..........-p&onucrs OTHER THAN THOSE ORIGINATING ON AMERICAN FARMs----"'\ 
YEAR OR. Raw Raw Raw. 
MONTH ptoducen' oonsumers' total Proa:ssed Total 

N 65 7 70 511 58. 

1929 .00.0 .00.0 .00.0 100.0 .00.0 
Z9}O go •• 864 ag'7 • 95.8 924 
1931 75-5 79·' 76.2 84·6 8 •• 8 
19}2 6g4 8'·5 71.2 80.8 .77.6 
z9JJ 72.0 .78 •• 75.0 79·9 ".6 
z9J4 8··5 80,9 8a.1 85·5 84·2 
Z9JJ 81.8 77.0 8 • .0 84·8 85·9 
06929 

J 99·5 104·2 '00" 100.8 100·7 

F 100.,! 103.9 .oo.g 100·5 .00.6 
M 101.6 105.6 101 09 .004 100·9 

A 100.0 101.g 100·5 101.0 100.8 

M 99·5 .004 99.6 100·9 .004 
J 1(»0·5 100.1 .004 101.1 100·9 

J 100.1 99.6 .00" 100·5 100·5 

A UJO·5 99·7 100·5 99·7 99.g 
S 100·5 100 .• .004 99·7 99.g 
0 100.1 gB.6 .00.0 99·5 99·7 
N 99.0 g6.o gB'7 99.0 98.g 
D gB'5 go .. 97·5 gB.8 98.5 

19Jo 
J 97·5 9 •• 8 96,7 97.8 97·5 
F 96.8 91 .6 96 .. 97·5 97.0 
M 95·5 9'·7 94.g 96,9 96.5 
A 94.0 go.8 95-7 96,5 95.6 
M 9'.8 87.6 9'·5 964 94·7 
J go.o 86·5 89·5 94·7 9··9 

I 88,7 85·7 88'5 95.2 9'.6 
A 87.g 8a.2 87·2 go .• go.6 
S 87·5 8··5 86.6 92 .1 go·S 
0 85·5 85·' 854 9'.0 6g.2 
N 85·5 82·5 85·5 90 .5 88.0 
D 85·5 80.6 85.0 89·5 87-5 



536 PRICES IN RECESSION AND RECOVERY 
INDEX NUMBERS OF WHOLESALE PRICES (cont.) 

,.--paODUcrs OTHER THAN THOSE ORIGINATING ON AMERICAN PAIlMS""""""'" 
Raw Raw Raw. 

MONrH produ=-s' consumers' total Proc:essed Total 
19JI 

1 Bo.B 79·' B2·5 8B.2 86 .. 
F B2.o 7B.8 B • .6 87-4 B5·6 
M 7B·7 77.1 78.5 86·7 B509 
,{ 76.5 76.0 76-4 85·5 Bo·5 
M 75.1 7704 75.6 85.0 8 • .8 
1 78.7 78.6 75.6 114.1 So·7 
1 7 •• 8 79·' 75.0 114.0 So-4 
A 75.2 78.0 7509 114·5 So.8 
S 75.8 So.o 74.8 114-' 8 • .0 
0 75·' 8 • .6 7404 85.6 So.6 
N 75.8 82.0 7,., 85.6 So.8 
D 7··B 114.0 74.6 Bo'5 79·9 

1932 
1 72.5 85·7 74.0 B •• B 79·8 
F 7'·5 B504 75.0 B • .o 7B-4 
M ?o .• So·7 7'.8 Bu 7709 
,{ 6go9 79·7 7'-4 B ... 77-9 
M 6g .• So·7 7'.0 81.1 77·7 
1 68 •• So.o ,..0 B • .o 7704 
] 68·5 79-B 70.· So.B 77·5 
,{ 68.8 Soo9 ,..6 So.B 77-4 
S 6g-4 B5·6 7'·7 So·5 7704 
0 6g-4 B'·7 7'.1 80.5 7704 
N 68.B So •• ,.-4 80.. 77.0 
D 67-4 B··S 6g·5 79·5 76 .. 

1911 
1 654 So.6 67·7 77·B 74-4 
F 64·' So .. 66.6 77·' 75-5 
M 64-4 79·9 66·7 76-4 75" 
A 64-4 74·9 6509 76·5 78.8 
M 65·7 78.8 66.6 76·5 75" 
] 6g.o 7'-4 6g-4 7709 75" 
] 75·B 76·7 7404 So.o 78 .. 
,{ 75·5 74.2 75·5 81.1 79" 
S 78.7 79·' 78.9 88·5 8'·5 
() Soo9 77.6 So·5 85·5 Bo.6 
N Bo .. 76.8 8'-4 85·5 8109 
D Bo·5 7704 8'09 114.0 85.1 
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INDEX NUMBERS OF WHOLESALE PRICES (cont.) 

r---PIlODucrs OTHER. THAN THOSE oaIGlNATlNG ON AMERICAN FARM$""""""""\ 
Ilaw Ilaw Ilaw, 

MONTH produceu' c:onSUDlers' total Processed Total 
'9Jf 

] 81·7 78.8 814 8S·! 114.0 
F 8 • .0 8o.g 8109 85·5 114·5 
M 81.0 81.1 81 09 85-4 114·2 
A 85.0 78,7 81·5 85.6 114·5 
M 85-5 77" 82·7 86·5 85" 
] 85.0 78,5 81·5 8509 114·7 
] 85.1 80.7 82.8 85-4 114·6 
A 8109 81., 81.8 85" 84·, 
S 81.8 83.1 8.09 85.0 114,5 
0 8 • .6 8304 8009 85.0 84·5 
N 804 8,.1 81.6 85.0 84-2 
D 81,5 8'·5 8 • .6 114.8 114·1 

'9J5 
] 80·5 8,.1 800S 114·7 84.0 
F 82·5 82.0 80·5 B4-4 85·7 
M 81.0 79·7 81·7 114.6 85.6 
A 81·7 75-4 8009 844 8, .• 
M 81.1 7304 8009 114.8 8'·5 
] 8'4 75·7 81" 85·' 8'·9 
] 81.1 75-5 81 .. 85.0 85.8 
A 814 74" 81., 85.0 8,.8 
S 81.t 754 81·5 84.8 85·7 
0 85·5 76.8 80·7 11409 8'09 
N 85.1 76·8 84.0 85" 84.8 
D 85.0 76•6 8,.8 85.1 84,7 

19J6 
] 85" 7609 84-1 85·5 8409 
F 86.0 75-7 84.6 854 85.1 
M 86.1 780S 85.0 85·5 85·' 
A 8SOS 74-5 8509 85.6 85.0 
M 85.1 75·· 8'·7 85-4 8409 
] 85.1 74-0 85.6 85·5 84.8 



538 PRICES IN RECESSION AND RECOVERY 
INDEX NUMBERS OF WHOLESALE PRICES (cont.) 

YEAR OR 'OODS NON-FOODS 
MONTH Raw Processed Total Raw Processed Total 

N 62 115 177 8. 421 S05 
r9~9 100.0 100.0 100.0 100.0 100.0 100.0 
1930 87.6 9

'
.7 Bg·5 86·5 95-3 91.t 

I9JZ 66·7 77-3 7'.0 70·9 85.0 79·5 
.1932 5 1•1 66.0 58.5 63·9 77" 75.1 

'9JJ 5,·6 65-4 58.9 68-4 79.8 76.5 
19J4 64·5 76-4 70.3 79·5 86·7 84·5 
'9J' 77·' Bg.6 85·3 79-4 85·7 83·9 
1929 

] 98.3 100.8 99.6 101.8 101,1 101.2 

F 98.5 100.1 99·5 101.2 100.6 10009 
M 99·3 100.1 99·7 102·7 100.8 101.! 

A. 99·5 99.6 99-4 100-4 100·9 100.8 
M 97.1 gS·7 9709 9901 100.6 100" 
] 98.5 99.1 gS.8 100.1 100.6 100·5 

] 1024 102·3 102·3 100.0 100" 100.1 

A. 103-7 101.8 103.2 100" 99·7 99.8 
S lO3·! 102.1 102.6 100-4 99·7 100.0 
0 101-4 100.1 lfJO·7 99·7 99·7 99·7 
N gS·5 97.6 gS.1 97-5 99.1 gS·7 
D 98•6 97-4 gS.o 97.0 gS.8 98.5 

1930 
] 97·5 97.0 97·5 g6 .. 97·7 97·3 
F 95.8 9509 9509 94" 97·3 g6·5 
M 9,·8 95-5 94.1 92.6 g6·5 95-5 
A. 93.6 95-4 94·5 9'09 9509 94·7 
M go.6 95-5 92.0 go.o 95.8 94.0 
] 88 •• 91.6 Bg·7 8609 94·5 92.0 

] 81.8 88·9 85.8 84·9 93.0 go·5 
A. 84-4 go.o 87" 83·5 9'.8 Bg·3 
S 85·9 9'.0 88-4 80·3 9'" 88·5 
0 84·1 Bg·7 8609 Bo·5 go .• 87" 
N Bo., 8609 83-5 79.D Bg·5 86 .. 
D 76.0 85·' Bo-4 77.8 88·5 85·' 
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INDEX NUMBERS OF WHOLESALE PRICES (cont.) 

lOons NON-FOOOS 
MONTH Raw Processed Total Raw Processed Total 
~9JI 

J 75.8 85·7 78,7 7705 86.8 85·9 
F 70" 8 • .g 75·9 77" 86.0 85·5 
M 70-4 81·5 75.8 75-5 85·5 8 ... 
d 70-4 80.0 75·' 7··9 114,5 80.8 
M 68,5 77·' 70.6 7'" 85.8 7g'9 
J 66.8 75·9 7'·5 fig-4 8o.g 78.8 

J 66., 76 .. 71•1 fig-4 82·7 78.6 
d 65.8 76 .. 7'.0 68·5 80,7 78-4 
S 65.g 75·5 fig·5 68.a 8 ... 77·9 
0 62·7 75·' 68.8 67.0 8'-4 77·' 
N 6 ... 7404 68 •• 67·7 8 ... 77·' 
D 59·5 71.1 65.6 66.g 79·8 75·9 

.1932 

J 56 .• fig·7 6 • .8 66·5 7g.o 75.2 
F 55·' 68 •• 60·5 66.0 78,5 74-7 
M 5··7 68·5 60., 64·9 78-4 74-3 
d 5'·5 66.8 59-4 65.8 78.5 73.8 
M 50 .2 65.0 57·5 6 •• 6 7704 72·9 
J 50 .0 64·' 57.0 6'·5 76·9 71•1 

J 52 .2 66., 59·' 6 •. 8 76.0 7'·9 
d 5··9 66.8 59·5 63·9 76.5 7 • .6 
S . 5'.g 66-4 59.0 65.2_ 76.g 75-5 
0 49.6 64·6 57.0 . 42 76·9 75.0 
N 48.7 65·9 56 •• 6, .• 76,5 72.5 
D 45-7 6.-4 53.8 6 • .g 75.6 7'·5 

19JJ 
J 44·' 60·5 52·' 60.8 74·' 70 •1 

F 45.0 59·5 51•1 59·7 7504 6g .• 
M 44.8 60 .• 5'·' 60-4 7S·' 6g.2 
d 46 .• 6',7 53.8 60 .. 73.0 6g.o 
M 50.g 64-7 57·7 65-3 74·· 70.9 
J 55.8 65·7 59·7 67·' 77·' 74·' 
J 60·5 6g.8 65·' 7··5 80-4 77·9 
d 58.8 fig·5 63·9 72-4 8S·8 .80·5 
S 58 .. fig .• 63.6 74·9 85-4 8z.1 
0 56 .. fig.o 62·5 . 76 .• 86 •• 8S·· 
N 56-4 68·5 60·S 7705 86.0 8H 
D 55·5 66·5 61.1. 78•0 86 •• 85·' 
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INDEX NUMBERS OF WHOLESALE PRICES (conI.) 

laoW , HON-FooDS , 
MONTH Raw Processed Total Raw Processed Total 
'9Jf 

] 57·9 68.6 63·' 78 •• 87·3 84·5 
F 59·9 7'.6 65.6 79·0 87·5 85.0 
M 59.6 70.8 66.0 79·5 87-4 49 
4 

5
8

._ 
,.1.1 65.0 79.6 87·5 84-9 

M 58.6 75·5 65.8 '19-3 87·7 85·' 
] 6_·9 75·5 &goO 79.6 87·0 84-9 
] 64-- 76·3 70" 80.0 86.6 84.6 
4 &g·5 79-9 74·5 80 .. 86·3 B4-4 
S 7'·5 8'-4 77" 80.0 86 .. B4-4 
0 70 •1 80.6 75·5 79·5 86.0 84·· 
N &g·7 81.1 75" 79·5 85.6 85·7 
D 7'" 8 ... 76·5 79.8 85-5 85.6 

19Jj 
] 75.6 86 •• 80·7 79.6 85-4 85.6 
F 77-5 88.8 85.0 79-3 85·' 85·3 
M 78 .• Sg.o 85-5 77-9 85·' 8'-9 
4 80.0 go·9 85-4 78.0 85.0 8'-9 
M 79·' go·3 114·6 78.5 85-4 85·! 
] 77" 88·3 So.6 78.6 85-9 85-7 
] 75" 88.0 8'-5 78-9 85·8 8!·7 
4 77·' go·5 85·7 78.6 85.8 85.6 
S 77·5 9'.8 84·5 78.3 85.8 85-5 
0 76.5 go.8 83.6 80.0 85-9 4' 
N 74.8 go·5 So·5 So •• 86·5 85·' 
D 75" 9'·5 85" So.o 86-5 85·' 

'9}6 
] 75.6 Sg.! So-4 81.1 86·3 85.0 
F 76.3 88 •• So •• 80-4 86 •• 84-9 
M 74" 85·' 79-5 So-4 85-9 84-9 
4 74-5 85.0 79.6 8 • .8 86.0 84·8 
M 75" 8'·7 77-5 8 ... 85-9 84·5 
] 75·7 8 ... 78-9 8 • .6 Bs-9 84.6 



APPENDIX V 

INDEX NUMBERS OF WHOLESALE PRICES 
OF SIMILAR GOODS 

IN RAW AND MANUFACTURED STATE 

1913-1935 

Constructed by the National Bureau of Economic R.esearch. For certain 
commodity groups use has been made o~ group index numben and weights 
of the U. S. Bureau of Labor StatistiC'S, (For classification of commodities. 

ICe the supplementary DOle to this table.) 

• 
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TDrAL '" TarAL SIMPLE 1'0005, TEXTILES. TEXTILES. TEXTILES, METALS, METALS, .... FOODS, .. 
YEAR RAW PllOCESlED RAW PROCESSED RAW YARNS FINISHED RAW PIlOCESSED 

191) 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
1914 94-3 94.2 105.5 104.0 89·9 92 .• 97·9 88.1 86,5 ..., 
191J 99·5 95.6 J06·9 108-4 go.2 89.1 96•6 107.1 96.8 ~ -C'l 
1916 141.0 186.8 121.6 125-7 121., 119·7 116.8 173-5 167.7 t"l 

'" 191 7 211.8 190.6 178.0 174.0 190 .0 186.2 160,7 279.1 248.1 -1918 222.8 Ig6.1 192.7 192.6 141.5 165.5 228.0 241.1 199·9 Z 
1919 115.6 Igoo9 107.6 118.0 044·9 062·7 225·7 185.7 175·5 

~ 1920 048•1 206,7 111.g 214.2 2S6.6 821.1 292 .1 054·7 199·7 
C'l 

19:11 185-5 1414 111-4 186,8 1184 159·7 175.8 187·9 157-5 ~ 
19u 145·5 185·9 110·7 151.5 160.8 168,7 176,9 141.8 124 .• '" -19'} 155-5 146.1 uS .• 141.2 007-5 196-4 19H 161-4 15 1 .6 0 
192-1 147.1 140 .8 116.6 187.0 204.8 184-4 IBg'9 134·9 148-5 Z 
192J 151 .1 144·7 140 •1 158.0 176-4 177-9 188·5 156.1 187-5 > 

Z 
1926 142 .• 14'·7 185·5 158.1 186.6 i55·5 176-4 181.2 185-5 t::l 
1927 18H 182.0 186-4 149.8 185·5 148•1 170 .0 114.0 116.0 ~ 
1928 187·8 186.1 141.8 161·8 150.8 ~52.6 1,1.1 . 121·9 126,7 t"l 

C'l 1929 187-5 188.8 18707 154-5 189·8 150 .9 161.6 154.0 182.8 0 
19JO 116.2 118.1 116,7 184-9 98.1 114·0 145.0 122.8 118·7 < 

t"l 
19JI 86.8 96,7 87.0 105.5 66·8 97.8 118·7 104·5 106.6 ~ 1932 74.0 85·7 66.8 84-5 49·7 78-4 100-4 89·9 99.1 
19JJ 78•8 go·5 67,9 88.1 66.0 1044 1510·5 99.0 99.6 
1914 96.8 101.6 80.8 106·8 88.1 112·7 187·1 118.8 10g.1 
19H 105.8 109.0 log.1 IS6.1 88.6 118·5 181.0 u6., log.1 



BUTTER, MILK, 

FLOUR AND CHEDEAND FLUID MEAT LlVurOCK 

BREAD AND GRAIN MILL PROCESSED (AT THE PACKING AND SUGAR, SUGAR, 

YEAR PRODVers PRODVcrs GRAINS MILK FARM) PRODUcrS POULTRY CRANULATED ItAW 

191J 100.0 100.0 100.0 100.0 100.0 100.0 '00.0 '00.0 '00.0 
1914 101-4 108·9 '084 94-5 99.0 104 .• 101.g 110·5 'og.8 

191' 'og·5 '56.8 '5'·9 92.9 100.0 98,7 94.0 '50.5 '5'·9 

1916 111.1 '47·5 140 .1 'og·5 101.g 115-4 113.1 161.1 ,65·5 
1917 ,62·9 240 .9 189·7 '89·9 115.1 161.6 165.1 ,80.6 '79·5 
1918 '75.1 "5·5 157·' 165.1 149.0 '94-5 '9··6 ,8'·5 ,8S·5 

'9'9 '78.6 156.8 '49·5 191.8 16g.1 106.6 10S·1 '094 214-6 
1920 111.1 '75.1 248 .1 'Sg'5 184.6 181.1 170.9 '96.8 S7'" ~ 
1921 ,85·5 167-7 "5·5 158.6 151.9 112.8 106.8 144-5 154.6 ." 

to! 
1922 17'4 151.6 "9·5 127.6 ISS·6 115·9 "5·7 159·' ISS·5 Z 
192) 16 9.0 140.7 IIS·8 148 .1 150 .0 114·2 106.1 197-7 '004 I;:j 

1924 'Ug·S '51.6 '4'·5 'S'·7 '54.6 115·9 108,5 '74-5 170 .1 X 
1?2j '7 •. 8 ,87'7 ,66·4 '41·7 '57-5 15 1.1 IS5· 1 U8.1 IIS·8 -< 
1926 '7'4 '75·4 '40.6 'SS,S '54.6 157·' '56.6 1284 124.1 

1927 '70.7 ,65·7 141.9 '464 ISS·6 149·5 185.1 '86·S 'S5·1 
1928 '7°·S ,65·7 '50.9 '49·' 157-5 17S·0 '44.0 180 .0 UU .• 

1929 ,60·7 151.2 '57.0 142 .2 '57-5 ,69·7 144·9 118-4 1074 
19JO '58.6 116.8 110.1 117.2 128.1 150 .9 1I1.g log. 1 96·S 

19)1 155.0 96.5 74-5 95·' 95·' 115-7 87-5 105.7 95·' 
19J~ '45.8 84·6 554 72.0 7 1.2 86.8 65.8 95-7 85·5 
'9JJ 140 .7 118-4 74·7 75.8 70 .1 79·6 59·5 101.1 gl.l 

'914 '57.8 151.6 104.8 87·' 81·7 98.6 704 '05·7 864 '" '9JJ 167.8 161 .• 116.0 100·7 92.8 '47·1 116·S "4·5 92·7 .... .... 



WOOLEN AND '" ClOTTON COlTON COTTON, WORSTED WOOLEN WOOL, SILK SILK SILK, :t: 
YEAR COO .. YARNS RAW GOODS YARN. RAW HOSE YARN RAW 
1913 .00.0 100.0 100.0· '00.0 100.0 100.0 100.0 100.0 .00.0 
1911 98.2 go.1 Bg.o 95·9 88 .• 88-4 100.0 106.1 97-5 '" 191j 92.6 80·9 77·' 103.0 100·5 114.8 100.0 9g·5 89.0 '" .... 

n 
1916 ,115·9 .27.6 lIB4 129.6 ISS·9 'SS·2 100.0 117·11 'SS·O t'l 

CI> 1917 .67.2 181.! '7g·9 .114·6 104.6 222.8 105.7 '7"S lSI.! .... 
1918 25°09 060.0 245·9 04404 !02.o 265.1 'S4-7 211.6 '7'·7 Z 
'919 254-7 25··6 256.6 115.1 28g·7 229.8 '57·' 255-5 0'7-4 '" 1920 S24·6 MH 264.0 '77-3 S'4·8 .88·5 115.8 244·9 '28.6 t'l 

n 
192I .84.2 12S-4 114-5 171 .• 171•1 94·7 '57·' '47.0 '5H ~ 
1922 .85·7 '57-4 .6S.o '70.5 .g6·S '45-3 '57·' '114·' ·go·5 CI> .... 
192) '04·9 ·Bg·S 225.8 '9H 112.2 ·Bg·7 '59.0 '79·' 2 17.1 0 
1924 .0H '76.6 l~u·5 '94-4 2IS·6 .6g·S '4S·' '114·' '58 .• Z 
192J 197.1 .6'·7 .8S·S 101.6 .'3-7 .67-7 141.0 '77·' .65·· > 

Z 
1926 181.1 'S9·S 'S3-7 '87·s 183.2 'S4·8 '46.0 .68.6 '55-5 t;j 
1927 '76-4 'M·7 156.1 .8S·S '78.6 'SS·6 'S'·5 '46 .• 'S7·· '" 1928 .8'·5 140·1 '55·5 186.1 187.1 in6 1511·9 140 .6 150 .1 t'l n 1929 '78.8 'Sg·· '47·' ·60·S 178 .0 12g.6 117·5 '48-4 126-4 0 
1930 '58'5 111.8 .oS·9 '46.6 '49.8 go.6 101·5 111.1 8g·5 <: 

t'l 
1931 .28.8 85·7 65·8 127·9 115·1 68·5 74-7 97·' 62·5 ~ 19J~ 110.1 68.8 49'5 .og .. 101.g 55.6 58 .• 7··5 40•6 
19JJ 'M·8 101 09 66·S Ilg .• 129·5 74-7 114-4 7"5 41•1 
19J4 '5409 125·5 g6'5 '4Bo9 '48'7 94·· 66-4 Bg.8 52.3 
19H '46.6 111·9 g2.6 '43-3 'S7·9 8S·0 66.0 74.0 40.7 



81MPLE 

OTHI!I\ AGRI- PROCESIED 

BOOt'IAND ..... THER HJDESAND PETROLEUM PETROLEUM, CULTURAL IRON AND 

VEAll 8HOES PRODUCTS ..... THER 8KINS PRODUcn CRUDB IMPLEMBNT8 STEEL PIGJIlON 

19'J '00.0 100.0 .00.0 .00.0 100.0 .00.0 100.0 100.0 '00.0 
1914 .OH 101 .• ·°4·9 106 .• go.6 884 100·5 85.8 8809 

~9'$ '0'].5 • 08·9 ·og·7 118 .• 76.1 68.8 97-7 9'·8 105.9 

~9~6 116.8 117.0 '55·' '4'·9 111·5 '864 97-4 .68·1 '7'·9 
19~1 .67-9 '67·9 105-4 .88·5 '87-7 191.6 118-4 1644 5 11.0 

1918 '79.6 191.3 '95.8 .8 •. 8 '67·8 1404 '564 lilIo.6 1714 
1919 147.1 262.0 "7'·8 15°4 152 .8 "5'4 156 •1 .85·9 108.1 

1920 177.1 "77·· 1714 '98-5 111.1 858'5 '55·S liD .• S05·1 ~ 
1921 104.6 188·5 161.6 85·8 110·9 1151.8 '51.8 151.1 '5709 

." 
to! 

1922 .80.0 1184 '5"" '°84 118-8 '98·9 111.0 '88" 160 .• Z 
192J 181.8 104·1 15°·7 110.1 101.6 '5H '55-5 165-4 .84-7 t:I .... 
1924 .80.6 104.1 '444 105.1 99·8 1714 '45.0 157·b '5'-5 >< 
192J .844 1014 '5'·7 111.1 'og4 '99.6 '87·7 '47-7 '5°·5 <= 
1926 .88·5 19609 '44·7 98.6 IIH 110·5 '87·1 '45·8 144·7 

'9"' 188·8 10204- 158 .0 111.6 85.6 '54·9 186.6 155.0 '87·5 
1928 101·7 118.0 182.8 159.1 86.6 '47.1 186 .• '84.0 '8'4 
1929 195.0 log4 .65.8 ·°5·5 84·' 158.1 185.1 185·' 140·· 

19Jo 187 .• "07·7 146.6 85·1 7'4 '86.8 11909 115-4 186.8 

19J1 '7
"

9 '99.6 114-7 564 47.8 85·7 115·7 116,9 IIJI:.1 

1932 158 .0 '77-4 94·· 594 51.0 101·9 115-4 111.0 1084 
'gJJ .65·5 '59.6 10H 6 • .8 5°·5 88.8 "8·8 logo9 117.1 

'934 .80.0 '70·5 • 08·5 64-1 58 .• "7-7 111·7 110·8 184·5 c.n 
'gJJ '79.8 .6,.,. 115·9 75·7 58.7 "4·9 117·7 110·8 '57.6 .... 

'" 



DONOllE COPPEll COPPEll. LEAD LEAD, ZINC. ZINC, F.ERTlUZEllI. FER11LIZEJ. Ut 
Y~R AND con PRODUcra INGOT l'1PE PIG SHEET SLAB MIXED MATERIALS t, 
~9rJ 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
~9~4 87,7 87-9 85·1 89.1 88,3 95-5 go·5 101-4 91•6 
~gr5 83·7 log·S log'7 '.4-5 104.2 228.1 246,7 10g.1 156-4 '"d 

~ ,1gr6 111.8 178.8 '75.
' 

149·6 154.6 259-4 '4°·7 168·7 240.0 n 
1917 170 .1 195.6 186.8 198 •• 007.1 '49·9 158,7 165.5 .66·7 121 

'" 1918 168·5 163.6 156.8 '75·· 168.6 196.6 '4
'
.9 .5

'
.5 '77.1 J-< 

~9r9' 164.1 IS!·' U1.5 14S·' ISI.4 185.8 127.0 .6S.o "4-5 Z 
~g20 216.8 ISI.6 114·2 Igl.6 18S·5 '56.6 138.6 110.1 '47·5 ~ 

165-4 80 .• loS·8 180 .6 88 .• 19 •. 8 
121 1921 9

'
.7 II1.g 'S7·9 n 

IgU 164.8 9S·8 85-4 134.6 181.6 102·5 104-4 141.2 u9·6 ~ 
19'J 16403 104-4 gO.' '75.8 ,68.0 118.0 UO.2 127-4 ug.g '" J-< 

19
2
" 142.g 98·6 8S·· Ig1.1 187.9 125.0 115.1 U8·8 108·5 0 

I92J 180 .6 100.0 89·5 '07.6 006,5 'S6·7 '57.0 11g.1 u5·6 Z 
,1926 u6.6 98 .• 87·7 195-8 Ig1.6 146 .• 'S··S u8.6 117.0 ~ I927 124·1 98-4 80-4 161·9 155.6 127.6 118·2 110·8 lUI·5 t:l 
,1928 U2.1 100.6 9··5 15S·1 145·5 If~8'4 log-4. 115·4 110.6 

/:: 1929 107.6 121.6 U4-9 168.1 155.0 117.0 'u1-5 liS·! '·7·7 
19Jo 117.1 94·7 81.8 IS6'5 125·S HIS·O 84·1 111.0 100.1 n 

0 
19JI US·! 7°·5 5

'
.7 116.0 96-4 118·8 68,5 91-5 Bg.8 ;;i 

19J2 un.g 57.0 55-4 101·7 7·-4 111.8 55.8 8a.2 78 .• ~ 191] US·2 65·5 44·6 u5-4 87·9 114·8 76.1 76.5 77.1 
1911 ug.6 6g-4 55·5 lI5·8 87·9 118.! 77-5 86.0 78,5 
1911 181.1 69·5 54-9 118,4 92·5 118.! BO·7 85·7 77-5 



AUTOTlRElJ RVBBER, LJNSE.ED OIL PULP, TOBACCO TOBACCO, 
YEAR AND TUBES OIVUE AND MEAL FLAXSEED PAPI!E WOOD PllODucra LEAP 

191J 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
1914 8S·5 794 108,5 I1S·1 100.8 95·9 100.6 8g.g 
191' 74·9 79.6 121.1 '55.8 99.8 98.8 101·5 77·9 

1916 774 88.1 151.7 165·S 147·8 16S·S 101·5 115.6 
1917 95.6 87-7 817-5 889·5 185.8 111·7 10'].1 1884 
1918 110.6 7S·1 297-3 291.2 '9°·7 '67.' 146.7 858·S 
1919 101.0 59·8 S45·1 8S6·S 8174 '56,8 169.6 248.0 
1920 111.2 42.7 886·5 881·S 296.8 S17·6 181.1 168.8 

1921 864 20.2 '5
'
.7 'S7·

' 
Jllo·7 159.1 '774 132 .. >-

'" IgU 55·7 21.2 179.8 18S·8 180.0 118,9 176.8 161.2 '" 192) 52.8 S6.0 195.6 2OS·1 '9°·8 1404 176.8 168·9 ttl 
Z 19'4 44·7 3

'
.9 '94.g 185.5 000.0 118,9 1564 165.8 t:; 

1925 47.6 88.1 806,5 101·9 110.1 181·5 154.6 '56·S .... 
>< 

1926 48·S 58.8 177.0 '72.7 197.6 Jl9·5 154.6 95.1 <: 
1927 S6.1 45.8 168·S 16H 185.8 "9·7 154.6 894 
1928 so.6 87'S 170.8 166,5 181 4 "4·9 152.2 96•8 
,192' 26·S 24·9 197-5 105.1 '75·9 114.6 151.6 95.8 
z9Jo 84.8 1404 187.6 : 174.6 170 .0 111-4 152 .6 8S.o 

I9JI 11.2 7-5 'S'·S 110.0 161.1 104-3 148.5 58•1 
I9J2 19.8 4-S 103.2 87.6 154.0 76·S '42.7 40·8 
19JJ 2 .. S 7·8 1.85·· "7·S 156.1 77.8 128.0 554 
19]4 11·7 15·6 '4S.g 'S9.o 166.6 92.7 'S84 74.8 
1935 21.1 14·9' '87·5 150 .1 162·8 -84.6 181.g 104.2 

'" .... .... 
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NOTE ON ApPENDIX V 

CLASSIFlCADON OF COMMODITIES IN CONSTRUcnON OF INDEX JrilUMBERS OF SIMILAR 

COMMODITIES IN RAW AND MANUJI'ACI'URED STATE, 1915-1955 

Total materials. raw 

Foods. raw 
Textiles. raw 
Metals, raw 
Hides and skins 
Petroleum. crude 

Total ma.erials. simple processed 
Foods. processed 
Textiles. finished 
Metals. processed 
Lea<her 
Petroleum products 

Foods, raw 
Grains 
Milk, fiuid 
Lives.ock and poultt)' 
Sugar, raw 
Cocoa beans ('926-35 only) 

Foods. processed 
Flour and grain mill products 
Butter. cheese and processed milk 
Mea. packing products 
Sugar, granulated 
Cocoa. powdered (.g26-35 only) 

:rexti1es. raw 
Cotton. raw 
Wool. raw 
Silk. raw 

Texliles processed. yam 
Cotton yams 
Woolen yams 
Silk yams 

Textiles, finished 
Colton goods 
Woolen and WOIS.ed goods 
Silk hosiery 

Meta1., raw 
Pig iron 

Copper ingo .. 
Lead, pig 
Zinc. slab 

Metals. processed 
Iron and ateel. simple processed 
Copper produ ... 
Lead pipe 
Zinc. sheet 

Bread and produm 
.g'3-<6: Bread (5 series) 
'926-35: B""d (5). crackers (2). 

macaroni, pretzels 
Flour and grain mill produm 

.g'3-<6: Whea. Bour (.0). rye Bour. 
bran. middlings 

'926-35:'CeIeaI produ ... •• bran. 
middling>; lea 'Bread and prod­
ucts', "'Breakfast foods', rice (2). 
bominy grill 

Grains 
1915""!S: 'Grains' 

Butter. cheese and proa:ssed milk 
191H5: "Butter. cheese and milk' 

I ... milk Buid (3) 

Milk. Buid 
'9'NS: Wbolesale price of milk 

at the farm. Bureau of Agriml­
tural Eamomics 

Meat packing produ ... 
191!-85: 'MealS'. 'Hides and skins', 

lard, oleo oil; Jess goal skios 

Lives.ock and poultt)' 
19INS! ·Livestock. and poUltry' 

Sugar. granula.ed 
'9'NS: Sugar. granula.ed 

Sugar. raw 
191NS: Sugar. nw 
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Cotton goods 

1913-26: 'Cotton goods': less 'Cot­
ton yarns' 

1926-35: 'Cotton goods', cotton 
rope. cotton thread. cotton twine. 
colton blankets. pillow cases, 
sheets,. table cloths; less 'Cotton 
yarns' 

Cotton yarns 
191NS: Cotton yams (S) 

Cotton raw 
191NS: Cotton (S) 

Woolen and worsted goods 
1915-16: 'Woolen and WOISted 

goods', less 'Woolen yarns' 
1926-55: "Woolen and worsted. 

goods', wool blankets; less 
'Woolen yams' 

Woolen yarns 
!91H5: Woolen yams (S) 

Wool, raw 
19I5-5S: Wool (9) 

Silk hosiery 
191!J-26: Silk hose (I) 
1926-sS: Silk hose (2) 

Silk yam 
'9'S-06: Silk. spun (S) 
1926-sS: Silk. 'pun u) .• ilk yam 

(S) 
Silk, raw 

191NS: Silk (4) 

Boou and aho .. 
1915-55: 'Boots and shoes' 

Other leather products 
'9'S-5S: 'Other leather producu' 

Hides and skins 
1915-35: 'Hides and skins' 

I'etroleum products 
1915--:16: 'Petroleum products', cyl­

inder oil (2). lubricating oil (0): 
less ·Petroleum. crude' 

1926-!S: 'Petroleum products', cyl­
inder oil. lubricating oil. (&). 
benzine; less ·Petroleum. aude' 

Petroleum" crude 
'9'NS: Petroleum, crude u) 

Agricultural implements 
1915-a6: 'Agricultural implements' 
1926-55: 'Agricultural implements'; 

less forks. hoes, hand rakes, 
shovels. spades 

Simple processed iron and steel 
191!"""26: 'Iron and stee!". less 'Pig 

iron', iron ore (2). SleeJ. scrap 
1926-35: Angle bars, bar iron (2). 

ban (4). steel billeu. bolts (4). 
butlS, castings. pipe (s). steel 
plates. steel rail., rivets (2). rods. 
sheets (s), .kelp, spikes. strips. 
structural steel. terneplate. tie· 
plate. tin plate. wire (4) 

Pig iron 
191!J-26: Pig iron (6) 
1926-SS: Pig iron (7) 

Iron ore and coke 
'9'8-8S: 1ron_ ore (2). coke (a). 

sted scrap 

Copper products 
1918--26: Copper sheet. copper wire 
1926-55: Copper sheet, copper wire, 

copper rods 

Copper ingoU 
19I5-5S: Copper ingou 

Lead pipe 
191H5: Lead pipe 

Lead. pig 
1915-55: Lead. pig 

Zinc, sheet 
1915-55: Zinc, sheet 

Zinc, slab 
191H5: Zinc. slab 
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Fertilizers. mixed 

1919-35: 'Fertilizers, mixed' 

Fertilizer materials 
1915-35: 'Fertilizer materials' 

Automobile tires 
1913-35: 'Automobile tires and 

tubcs' 

Rubber, crude 
1913-35: 'Rubber. crude' 

Linseed oil and meal 
1918-35: Linseed oil, linseed meal 

Flaxseed 
'9'3-35: Fla ... ed 

Paper 
191!-26: Newsprint. wrapping pa­

per 
'9'&-85: 'Paper and pulp'; less 

'Wood pulp' 
Wood pulp 

'9'3-06: Wood pulp (0) 
'9'&-35: Wood pulp (4) 

Tobacco products 
1919-26: Tobacco. plug, smoking 
19'&-35: Cigan, cigarettes, plug, 

smoking. snuff 

Tobacco. leaf 
1913-!S: Tobacco. leaf 
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PHYSICAL OUTPUT, PRODUCTIVITY, SELLING 
PRICES AND PRODUCTION COSTS, MANU-

FACTURING INDUSTRIES OF THE 
UNITED STATES, 1914-1933 

(A II price and cost measurements relate to changes _ 
per unit of product) 

PHYSICAL cosrOF 
VOLUME OUTPUT FABRICA- OVElUlEAD 
OF PRo.- PER WAGE SELLING cosrOF nONPLUS LABOlt. COSTS PLUS 

YEAIl DUcnON EARNER 1 PRICE MATI!RW.S nonn cosrs PROFITS 

1914 '00'" 100.0 100.0 100.0 100.0 100.0 100.0 

'9'9 129-5 1°5.1 204'" 201·9 2og» 205.2 212.6 

192Z '04-5 I05.g .60·7 155-5 '72.8 '95-7 156'5 
1921 '55.8 121.6 '59.2 151.8 '74·5 181.8 168'5 
1925 '59·5 151,1 158.2 '53·' '70 .7 172.6 .68.6 

1927 .6303 '36.6 148 .• 141•1 '64.8 .68·5 161·5 

~929 '84-4 '48.6 145.1 '35·7 .66·5 '56.7 171•1 

'9JI 158.1 '46'7 111.6 99.8 140 .0 '56-7 141-4 

'9JJ 127.5 'M·8 g6·3 85·3 120., 117.0 111.6 

1 Because of pronounced changes in average working hOUIS after 1929. an 
index. of output per wage earner is not an accurate measure of changes in 
productivity for the period 1929-53. FollOwing are measurements of output 
per man hour worked: 1929. 100; 1951, uS. 1955. 119. . 
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VOLUME OF PRODUCTION OF RAW MATERIALS 

INDEX NUMBERS. 1929-1935 

1929 .1930 I9JI 19J2 '933 '931 '935 
Agrirulruml production 1 100 100 106 99 g6 95 91 

All aop. 100 g8 1f''I 95 85 'I. 8g 
Grains 100 91 g6 91 66 47 76 
Fruits and vegetables 100 115 II. 107 105 118 10. 
Truck aops 100 100 - g6 100 95 97 119 
Cotton and mttonseed 100 95 115 57 87 65 70 

All livestock and products 100 101 lOS 105 105 106 94 
Meat animals (sIaugbterings) 100 100 106 105 107 116 8s 
Dairy products 100 101 104 104 104 104 104 
Poultry products 100 105 105 99 100 g6 95 

Mineral production 2 100 8g 75 6. 67 72 77 
Metals 100 80 55 55 35 42 54 
Building materials 100 87 6g 50 44 51 52 
Coal and gal 100 92 77 6s 68 75 76 
Petroleum 100 8g 84 78 go go 99 

Forest products 2 100 8. 57 58 48 49 55 
Lumber 100 79 50 31 59 59 45 
Pulp wood 100 94 91 76 91 g8 log 
Turpentine and rosin 100 95 78 6s 85 85 78 

1 Index. numben of the Bureau of Agricultural Economics. 
'Index. numben constructed by tbe National Bureau of Economic Research. 
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NOTES ON SOURCES OF DATA AND CONSTRUC­
TION OF INDEX NUMBERS RELATING TO 

MANUFACTURING OPERATIONS 

Production: Index numbers are constructed by the Division of 
Research and Statistics of the Board of Governors of the Federal 
Reserve System from 60 individual series of data representing 
the production of about 35 industries and estimated to represent. 
directly or indirectly. about 80 per cent of the total industrial 
production of the United States. The figures are reduced to a 
daily average output and are presented to show actual produc­
tion. No correction for seasonal movements has been made in 
the index numbers here employed. The monthly average for 
1923-25 is the base of the original index numbers. (Federal 
Reserve Bulletin; February 1927. p. 100.) 

Reference is made in the text to the fact that during the spring 
and early summer rise of 1933 this index, whicllis rather heavily 
weighted by basic. semi-finished manufactures. exaggerated some­
what the increase in production of manufactures at large (see 
Federal Reserve Bulletin. August 1933. pp. 467-8; January 1934. 
pp. 2-3). For the present purpose a correction was made in this 
index. for the months of June-July 1933. to render it compa" 
rable with the more comprehensive index numbeIS of factory 
employment and pay rolls. The correction was based upon data 
for the following manufacturing industries: iron and steel. auto­
mobiles. cigars and cigarettes. cement. leather. boots and shoes. 
rubber tires and inner tubes. lumber. woolen and worsted goods. 
cotton goods. carpets and rugs. flour. meat packing. sugar refin­
ing. petroleum refining. For these industries. for which 'value 
added' in 1933 constituted 24 per cent of the total.'value added' 
by all manufacturing industries. measurements of production. 
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employment and pay rolls more comparable than those available 
for all manufacturing industries are to be had. . 

A .revised index of the change in volume of production for all 
manufacturing industries from February-March to Jun<>-July 
1933 was derived on the assumption that output per man hour 
changed in all industries. over this period. at the same rate as 
in the group of 15 industries. A second. independent revision 
was made on the assumption that labor cost per unit of product 
changed at the same rate in all manufacturing industries as in 
the smaller group. (In making these corrections. reduced weight 
was given to automobiles and cotton ·textiles. among the 15 in­
dustries. because of peculiarities of their behavior during the 
recovery.) The final correction. which indicates an advance of 
45 per cent in volume of manufacturing production from Feb­
ruary-March to June-July 1933. instead of 57 per cent. as shown 
by the original index. was secured by averaging these two re­
visions. 

That the assumptions on which this correction is based are 
reasonable is indicated by application of the methods to other 
periods. not affected by the unusual circumstances of early 1933. 
From February-March 1933 to April-May 1935 an increase of 48 
per cent in the output of manufactured goods is shown by the 
general index; an estimate based on the above methods indicates 
an increase of 49 per cent. From February-March 1933 to Feb­
ruary-March 1936 an increase of 58 per cent is shown by the 
general index; an estimate based on the above methods indi­
cates an advance of 59 per cent_ In the present study correction 
was made only for the period February-March to Jun<>-July 1933 . . 
Number employed and pay Tolls: Index numbers are constructed 
by the United States Bureau of Labor Statistics. The basic data 
are supplied by representative establishments in 90 important 
manufacturing industries of the country. For December 1935 re­
ports were received from about "4.000 establishments employing 
more than 4 million workers. whose weekly earnings were about 
90 million dollars during the pay period ending nearest the 15th 
of the month. The employment reports received cover IIIore than 
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50 per cent of the total wage earners in all manufacturing in­
dustries of the country. The three-year average, 1923-25, equals 
100. (Blllletin No. 6ro, "Revised Indexes of Factory Employment 
and Pay Rolls, 1919 to 1933", United States Bureau of Labor 
Statistics, pp. 2, 4; and Monthly Labor Review, December 1935.) 

Average hours worked per week: The index numbers are con­
structed from data compiled by the United States Bureau of 
Labor Statistics. The reports come from a smaller number of 
establishments than are covered in the monthly survey of manu­
facturing industries, for not all reporting establishments furnish 
man hour information. The figures are presented for only those 
manufacturing industries (87 in December '935) for which avail. 
able information covers at least 20 per cent of all the employees 
in the industry. 

Prices: Index numbers are computed by the National Bureau of 
Economic Research from who1esale prices compiled by the 
United States Bureau of Labor Statistics. The weighted index for 
manufactured goods includes 536 price series (see Appendix III). 
The average for the year '929 is used as base. For the three 
earlier periods an average of the index numbers of the wholesale 
prices of semi-manufactured and finished goods, constructed by 
the United States Bureau of Labor Statistics, was used. In aver­
aging, these were weighted 1 and 6, respectively. 

For the present purpose the base of each of these index num­
bers has been shifted to February-March '933. 

The index of changes in gross income is the product of in-­
dexes of changes in physical volume of production (number of 
units produced) and in average selling price per unit. Thus, in 
deriving the gross income index for June--July '933, on February­
March '933 as base, we have 

1·45 (production index) x 1.09 (price index) = 1.58. 

In the tables these measurements are given in relative, rather 
than in ratio. form. 

The index of total employment (man hours) is the product of 
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indexes of number of wage earners employed and of average 
number of working hours per week, per person. 

The index of average output per wage earner is secured by 
dividing the index of physical volume of production by the index 
of number of wage earners employed. 

The index of average output per man hour is secured by di· 
viding the index of physical volume of production by the index 
of total employment (man hours). 

The index of average earnings per wage earner is secured by 
dividing the index of total wage disbursements by the index of 
number of wage earners employed. 

The index of average hourly wages for the period 1933-36 is 
secured by dividing the index of total wage disbursements by the 
index of total employment (man hours). We should note that 
a change in average hourly earnings may result from an actual 
change in wage rates, or from a shift ·in the relative proportions 
of men working at dilIerent rates, in the total labor force. An 
increase in the proportion of men receiving relatively high 
wages will raise the average, of course, without any modification 
of wage rates. 

The index of average hourly wages for the period 192!r33 is 
obtained directly, by splicing the hourly wage index of the 
United States Bureau of Labor Statistics at 1932 to that of the 
National Industrial Conference Board. which rovers the period 
192!r1932. It should be noted that mutually ronsistent measure­
ments relating to hours, hourly wages and average earnings per 
worker from 1929 to 1933 are not available. Different samples 
must be employed in the derivation of these measurements. 

The index of average labor cost per unit of product is secured 
by dividing the index of total wage disbursements by the index 
of physical volume of production. 
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COMPARISON OF INDEX NUMBERS DERIVED FROM 
MONTHLY DATA OF MANUFACTURING OPERA­

TIONS WITH INDEX NUMBERS BASED ON 
RECORDS OF THE CENSUS OF 

MANUFACTURES 

SUPPORTING evidence that the measurements given in' the pre­
ceding pages are representative of the general movements occur­
ring in manufacturing industries of the United States is fur­
nished by a comparison. by Census periods. of index numbers 
derived from the monthly series here utilized with index num­
bers based directly upon much more. comprehensive Census 
records. (See page 558.) For employment and pay roll statistics the 
series compared are not independent. prior to the 1931-33 period. 
since the monthly records of the Bureau of Labor Statistics have 
been. adjusted to biennial Census records. This process of adjust­
ment helps. of course. to validate the measurements for the earlier 
periods. which are given in the text. 

In only four of the comparisons are there notable differences 
between the measurements drawn from Census records and those 
derived from monthly observations. Of these. two are of some 
concern in the present study. The monthly data on employment. 
show a somewhat greater change. from 1931 to 1933. than do the 
more broadly based Census measurements. (This same condi­
tion. it may be noted. is found in .the production records over 
times of rapid change. as from 1929 to 1931.) Again. the 1931-33 
decline in realized prices. as defined by the Census records. ap­
pears to have been greater than the decline in the quoted prices 
collected by the Bureau of Labor Statistics. 

It is difficult to gauge the possible effects of these conditions on 
the measurements relating to the 1933-35 recovery. The greater 
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Z92Z 192J 1923 1925 1925 z~7 '927 '929 r~9 z9JI '9JI 19J3 
PHYSICAL VOLUME OF PRODUCTION 

National Bureau 
of Economic Re-
search index. 
based on Census 
clata 1 100 146 100 ]0, ]00 103 100 115 

Federal Reserve 
Board index % ]00 '5] 100 '04 100 .0. 100 "' 

AVDAGE SELLING PRICE OF PRODUcrs 

National Bureau 
of Economic Re-
search index. 
based on Census 
cia •• '00 99 .00 99 .00 94 100 g8 

Bureau of Labor 
Statistics index .00 .00 .00 99 .00 94 .00 99 

NUMBER OF WAGE EARNEItS EMPLOYED 

Census 100 126 .00 g6 100 .00 '00 .06 
Bureau of Labor 

Statistics 100 126 .00 g6 .00 .00 .00 .06 

TOTAL WAGE DlSBURSEM£NTS (PAY ROUJi) 

Census '00 '34 .00 

Bureau of Labor 
Statistics .00 '56 .00 

1 Weighted by value of product. 
II Weighted by value added. 

97 .00 ]0' .00 '07 

97 .00 '0] .00 '07 

.00 75 .00 9" 

.00 67 .00 94 

.00 78 100 85 

100 81 8 100 95" 

.00 74 .00 95 

.00 74 .00 8g 

.00 6. .00 75 

.00 62 .00 7· 

I For the last two periods the index given is that of wholc:sa.lc prices of 
manufactured goods. constructed by the National Bureau of Economic 
Rc:sc:arch. 

steadiness of the figures for all manufacturing industries would 
tend to make total production. total employment and total pay 
rolls rise somewhat less rapidly than do production. employment 
and pay rolls relating to the sample available for monthly study. 
On the other hand. a tendency to understate the degree of ad­
vance in employment and pay ~olls. during revival. arises from 
the use of a fixed sample in the Bureau of Labor Statistics com­
pilations. For the results of the operations of new enterprises are 
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necessarily excluded from such compilations. A comparison of 
Census records with averages of uncorrected monthly figures in· 
dicates that the negative bias is probably the more important, 
for employment and pay rolls. This would mean that the ad· 
vance recorded in the various tables understates the actual ad· 
vance of these series in 1933-35. Such bias as is present in the 
monthly production figures probably works towards an over· 
statement of the actual advance, because of the greater steadiness 
of the total. As regards prices, however, it is probable that actual 
realized prices have risen somewhat more rapidly than the 
quoted prices indicate. 

In general, the above comparison of the two sets of basic data 
confirms the accuracy of the measurements based on monthly 
records. The fluctuations in the monthly records are probably 
wider (with the exceptions noted) than those that would be 
found in more broadly based index numbers, but the general 
directions of movement and the relations among. the different 
measurements are definitely similar. 
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EXCHAN~E RATES AND THE MEASUREMENT OF 
CHANGES IN COMMODITY PRICES IN 

TERMS OF GOLD 

IN PASSING from price index numbers in terms of national cur­
rencies to index numbers in terms of gold values. in Chapter IV. 
the national wholesale price series given in the Monthly Bulletin 
of Statistics of the League of Nations have -heen used. with ad­
justments for changes from 1929 gold parity revealed by the ex­
change rates of each country. Current issues of the Monthly 
Bulletin give the values of national currencies as percentages of 
gold parity in 1929. and these figures have been used in making 
the adjustment. The changes from 1929 gold parity prior to 
1933 were computed from exchange rates in terms of United 
States dollars; since then by comparison with the French franc. 
Following is the method used in calculating exchange rates 
(Statistical Year-Book of the League of Nations. 1935-36. p. 231. 

note): 

"Value of currencies as percentage of their gold parity in 
1929: As a rule. the monthly average value of currencies. cal­
culated on the basis of the official rates. is given as a per­
centage of the gold parity in 1929. For countries whose cur­
rencies are based on silver and for countries in which the 
gold standard was not restored during the post-War period. 
percentages are given in relation to the average rate of ex­
change in 1929. For countries whidl established a new parity 
during the period 1929-September 1931. this new legal parity 
has been taken as basis. 
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The gold value of currencies has been cal~ulated as a rule 
according to the New York rates on the countries in ques­
tion; since the depreciation of the U. S. dollat, the rates are 
recalculated in gold by means of the quotation of the French 
franc in New York. In certain cases, calculations ate based 
on the London rates, or on the Basle rates, or on the rates 
in the country itself." 

It is to be noted that "when different rates of exchange are 
quoted in respect of different kinds of transactions, the rate of 
the greatest turnover has been chosen" (Monthly Bulletin of 
Statistics, December 1935, p. 576, note). 

The exchange rates used by the League of Nations for certain 
countries that have established exchange control are based upon 
official quotations. Some transactions for these countries, how-

. ever, are effected at lower 'free' rates. In 1934 and the first patt 
of 1935 the free matket tended, in several countries, to gain in 
importance relatively to the official matket, owing to a relaxa­
tion of control. In many countries it is impossible to determine 
the relative importance of official and free markets. 

A compatison of the free (or special) and official exchange 
rates of certain countries follows: (Statistical Year-Book of the 
League of Nations, 1935-36, pp. 234-7). 

VALUE OF CURRENCIES IN DECEMBER 1955 AS PERCENTAGE 
OF GOLD PARITY IN 1929 

OFFICIAL UTE Sl'ECIAL RATE 

Argentina 46.0 58•1 "Free" 
Bolivia 58., 9·9 "Export" 
Brazil 41.6 "H "Free" 
Chile 1409 19.0 '"Export draft" 

,8.6 "Free" 
Colombia M·8 81.6 "Free" 
Costa Rica M.8 84.6 "Free" 
Uruguay 46.1 16.0 "Free" 
Gerulany loo.a 55.0 . "Registermark 00 

61 09 "Reisemark" 
S6.1 uKteditsperrm.ark" 
"4.0 "Effektensperrmark" 
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The following table (from the Statistical Year-Book of the 
League of Nations. 1935-36) gives the dates of the principal 
measures affecting exchange rates_ 

COUNTRY 
Albania 
Argentina 
Australia 
Austria 
Belgium 

Bolivia 
Brazil 
British Malaya 
Bulgaria 
Canada 
Chile 
China 
Colombia 
Costa Rica 
Cuba 
Czechoslovakia 
Danzig 
Denmark 
Ecuador 
Egypt 
Estonia 
Finland 
France 
Germany 
Greece 
Guatemala 
Honduras 
Hong Kong 
Hungary 
India 
Iran 

Irish Free 
State 

Italy 

OFFICIAL 
SUSPENSION 

OF COLD 
STANDARD 

'7fXlI/29 
'7/XII/29 
5/ IV/55 

so/III/55 

25/ IX/5' 

2./ IX/5' 

25/ IX/5' 

29/ IX/5' 
8/ II/52 

21/IX/5' 
28/ VI/55 
u/ X/51 

EXCHANCECONTltOL 
Introduction SUfpression 

of control 0 control 

9/ X/5' 
18/ 111/35 

5/ X/51 

.8/ V/51 

'5/ X/51 

50fVIl/5 1 

9/ IX/54 
25/ IX/51 
16/ 1/52 
1/ VI/M 

16/ IX/51 
u/ VI/55 
18/ XI/Sl 
2/ V/52 

18/ XI/51 

IS/ VII/Sl 

VI/55 
26/IV/55 

7/ X/55 

26/ IV /S2 18/ IX/51 

.. /IX/Sl 

16/ IX/51 

271 III/54 
9/ XI/55 

17/ VII/Sl 

15/ 11/30 
./ 111/36 30/ V /55 

16/ VIM 

DEPRECIA- INTRO-
TION IN DUcnON 

RELA"nON OF A NEW 
TO GOLD GOLD PARlTY 

XI/29 
III/50 

IX/5' 
III/55 

III/50 

XII/29 
IX/S' 

IX/Sl 
IV/52 

1/52 
1/52 

IV/55 
II/54 
V/55 

IX/51 
VI/52 
IX/51 
VI/53 
X/51 

IV/,2 
IV/55 
IV/55 

.50/ IV/54 
.51/ III/35 
51/ III/36 

17/ II/54 
1/ V/55 
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OFFICIAL DEPREClA- INTltO-

SUSPENSION EXCHANGE CONTROL DON IN DUCTION 
OF COLD Introduction SUfPression RELATION OF A. NEW 

COUNTRY SfANDARD of control 0 control TO GOLD COLD PARITY 

Japan 'SjXII/S' 1/ VII/51 XII/51 
Latvia 8/ X/51 
Lithuania 1/ X/S5 
Luxemburg 18/ III/ss 16/IV/SS III/SS 1/ IV/SS 
Mexico IS/VII/SI VIII/Sl 
Netherlands 
Netherlands 

Indies 
New Zealand 11/ IX/SI IV/so 
Nicaragua IS/ XI/SI IS/ XI/SI I/SI 
Norway Ig/ IX/51 IX/SI 
Palestine Il/ IX/SI IX/SI 
Panama IV/53 
Paraguay VIII/Sl XI/Ig 
Peru 14/ V/SI V/51 
Philippines IV/55 
Poland 16/ IV/S6 
Portugal SI/XII/SI 11/ X/II X/SI 
Roumania 17/ V/SI VII/SS 
Salvador g/ X/SI VIII/53 X/53 X/SI 
Siam 11/ V/SI VI/51 
Sp.in IS/ V/SI 1910 
Sweden Ig/ 1X/51 IX/51 
Switzerland 
Turkey 16/ II/so 1915 
U. s. s. R. .,/ IV/S6 
Union of 

South Africa ISjXII/SI 1/55 
United 

Kingdom Il/ IX/51 IX/51 ... 
U. s. A. 6/ III/SS 6/ III/58 .. /XI/54 IV/SS .• 51/ I/S4 
Uruguay XII/Ig 7/ IX/51 IV/Ig 
Venezuela IX/so 
Yugoslavia 7/ X/51 VII/51 

• Provisional parity. 

Since the date of compilation of th" above table France, Italy, 
the Netherlands and Switzerland have suspended the gold 
standard. 
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Primary producers (see Raw materi­
als. producers of, and C1i, III. V). 

Processed goods (see Manufacturing 
industries) 

Processing tax (see Agricuhural Ad­
justment Act) 

Producers' goods 
manufacturing differential. llG-S. 

296-7. 845. 455 
prices at wholesale. 40-1. 47-9. 

57-61. 10D-2. 1100-5. 114. 140-4. 
'5'-!, 2g6-s06. 545. 47D-gO.495-7. 
505-57 

production volume. 41!rIO 
purchasing power, per unit. 41. 

10IJ-2. 232-4 
Production volume 

animal products. aops. forest 
products, mineral products. 72. 
gg. 106-8. la!r80. 155-'1. 55a 

capital eqUipment. consumption 
goods. building materials. pro­
ducers' fuels. 41. 59. 561-1, 
87~" 587. 4.8 . 

durable goods. non-durable goods. 

4'. 56-? 56 •• 58'-4. 595 
farDl.,I.gg.I07-8.254-6.265n.55a 
producen' goods. consumen' goods. 

42• 594"""5, 417-10 
raw materials. processed goods. 41. 

56-? ,'-5. 9'. 911-11. '3H •• 8,.. 
91. 2aHo. 254-5. a92. 50']-1,. 
5'g-oo• 5 • ....,. 5'N', 555-45. 
552-5. 58'-4. 4'7-9. 55'-2 
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changes. 4<r1. 64. 70, 94. 187. 
281>-9. 3'&-7. 3'9. 322-,. 327. 
52g-8'. 836. 338• 842-53. 435-43. 
451-4. 451H>6. 55'. 556 

division of gains, 441-56 
incidence and effects, 485-41 

l'ro.6ts, speculative, 6-']. 50, 67, 94: 
per unit of product, 129"'"31; (see 
also Dividends) 

l'urchasing power (see Income). 28-g. 
60, ft6..-7. 70-1, 98-4 
aggregate: primary producers, 60. 

93. '05-8. '39. 253-65. 177-84: 
consumers, 66--7. 74. 151-6. 419-
29. 451; farmers. 41, 71-4. 105-8. 
154. 253-5. 262; forest products. 
producers of. 106-8. 255-'1. 281, 
421; manufacturing industries, 
41, 72;. 185-'7. 155. 8a8-81, 384. 
3811-41. 845-'1. 849-5°: mining 
industries, 106-8, 255-7. 281, 421. 
raw material producers. 105-8, 
187. 258-'1: raw non-agricultural 
producers, 446-g: recipients of 
property income. 418. 415. 421: 
wage and salaried worken. 156. 
421. 44&-7. 449 

per unit: American farm. products. 
40-1. 100-4. 107-8. 218-g. 282. 
284. 287. 254-6; animal products, 
crops. forest products, mineral 
products. 72-4. 99. 101-2. 107-8. 
228. 2M. 254-7: capital equip­
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864-6. 889. 483: larm produ",,; 
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807.470-4. 49'-540 

production volume, 41. 91. 98-g. 
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ing power. ,per unit, 105-8, 187. 
25M 

Relief (see Income) 
Rents and royalties, income from, 155. 

411-1.421 
Roumania. 56,5 

Salaries, income from. 158. 156,412-5. 
421. 4fion 

,Salvador. 563 
Savings (see Capital. supply of). cor-

porate. 376 
Savings deposits. 376 
Schul ... H .• 279n 
Semi-durable goods. production vol­

ume.56-7 
(see also Perishable goods) 

Shepherd. C .• "4lD. 416n 
Siam. 563 
Similar commodities at dilferent 
sta~,' prices at wholesale, 52. 116. 

54'-5° 
Smith. K. C .. loon 
Soil Conservation Act, 27. 268n 
Soule. C .• 348n 
Spain. "'. 14. 78. '64 •• 67-l1. '95. '99. 

2°8. 565 
Spectator Company. 376 
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Union of South Africa. n. 25. 78. '64. 

16,....s. 1&]-8, 19o0. 195 •• gB. 201n. 
2°3. 565 

Union of Soviet Socialist Republics. 

'9. 565 
United Kingdom. 20-•• 24. 78. 8.-5. 

88, 91. 164. 167-70. 176-80 •• 83. 
195-6. 19B. 2010. 205-8. 210-20, 
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countries. 8n. 9. 20. 22. 24-5. 78. 
81-g. 164. di6-g. 176-80, 1&2. 
184-s. 195-6. Ig8. lOin. 20,5-8. 
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United States Building and Loan 
League. 376 

Uruguay. 56 •• 565 

Valorization. 6--7. 280 
Value added by manufacture (see 

Manufacturing industries. fabrica­
tion costs) 

Venezuela. 568 
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Inrome) 

Wallace. H_. 268n 
'Varren, F. A .• lon, un 
Wickens. D. L •• 266n 
Williams, J. H •• 192n 
Wolman. L .• 443 



PUBUCATlONS OF THE 

NATIONAL BUREAU OF ECONOMIC RESEARCH 

0, INCOME IN THE UNITED STATES 
W. C. MITCHELL. W. I. KING, F. ll. MACAULAY AND O. W. 
Volume I (1921) Summary 

I Volume 11 (1922) Details 

KNAVTHi 

'51 pp. 
440 pp-

5 DISTRIBUTION OF INCOME BY STATES IN '9'9 ('911) 
OSWALD W. KNAIITH . 50 pp;. $"50 

0. BUSINESS CYCLES AND UNEMPLOYMENT ('915) 405 pp .• $4 .• 0 

By the NA.TIONAL BUREAU STAFF and sixteen CoLlABORATORS 

°s EMPLOYMENT. HOURS AND EARNINGS. UNITED STATES. '9"0-
II ('925) i47 pp .. 
WIUFORD I. KING 

6 THE GROWTH OF AMERICAN TRADE UNIONS. ,880-'925 (t914> 
LEO WOLMAN 170 pp., $2.5° 

7 INCOME IN THE VARIOUS STATES: ITS SOURCES AND DIS-
TRIBUTION. '9'9. '920 AND .g21 ('925) 806 pp., $5-50 

MAURICE LEVEN 

8 BUSINESS ANNALS ('916) 580 pp .. $1-50 
By WlLLAIU) L. THORP, with an introductory chapter. Business Cycles 
as Revealed by Business Annals. by WESLEY C. MITCHELL 

9 MIGRATION AND BUSINESS CYCLES ('916) 256 pp., $1.50 
HARRY JEIlOME 

'0 BUSINESS CYCLES: THE PROBLEM AND ITS SETTING ('9.7) 
WESLEY C. M.TCHJ!LL 489 pp., $5.00 

°ll THE BEHAVIOR OF PRICES ('927) 5gB pp. 
FREDERICK. C. MILLS 

II TRENDS IN PHILANTHROPY ('918) 
WnUORD I. KING 

78 pp., $ • .00 

'5 RECENT ECONOMIC CHANGES ('919) • '01., 950 pp., $7.50 
By the NATIONAL BUREAU STAFF and fifteen ColLABORATORS 

'4 Il¢ITERNATIONAL MIGRATIONS 1,111 pp_, $7.00 

18 

Volume 1, Statistics (1929). compiled by IMRE FERENCZI of the lnt'er­
national Labour Office. and edited by WALTER F. WILLCOX 
Volume 11, Interpretations (1951), edited by WALTER F. WILLCOX 

7'5 pp., $5.00 

THE NATIONAL INCOME AND ITS PURCHASING POWER ('950) 
W.LLFORD I. K.NG 594 pp_ 

.6 CORPORATION CONTRIDUTIONS TO ORGANIZED COMMU-
NITY WELFARE SERVICES ('930) 547 pp., $1.00 

PIERCE W1LUAMS and FREDElUCE. -E. CROXTON 

'7 PLANNING AND CONTROL OF PUBLIC WORKS ('950) 
LEo WOLMAN 860 pp .• '8-50 

° Out ./ print 



"9 THE SMOOTHING OF T~ME ~EIlIES ('95') 
FREDERICK. R. MACAULAY . 

". pp. 

• 0 THE PURCHASE OF MEDlC~ CARE THROUGH FIXED PERI-
ODIC PAYMENT ('952) P'ERCE W'LW\MS 5011 pp_. $5.00 

2. ECONOMIC TENDENCIES iN THE UNITED STATES: ASPECTS 
OF PRE-WAR AND POST-WAR CHANGES ('952) 659 pp_. $5.00 

FREDERICK C. MILLS 

"' SEASONAL VARIATIONS IN INDUSTRY AND TRADE ('955) 
SIMON KUZNETS .. 455 PP .. $4.00 

'5 PRODUCTION TRENDS IN THE UNITED STATES SINCE ·'870 
('954) A'THUll F. BUllNS 565 pp .• $5.511 

14 STRATEGIC FACTORS IN BUSINESS CYCLES ('954) 
JOHN MAURICE CLAD. 238 pp., $I.so 

IS GERMAN BUSINESS CYCLES. '914-'955 ('954) 088 pp. $1-511 
CARL T. ScHMIDI' 

t6 INDUSTRIAL PROFITS IN THE UNITED STATES 
RALPH C. EPSTEIN 

17 MECHANIZATION IN INDUSTRY ('954) 
HARRY JEROME 

('954) 
678 pp. $5.00 
484 pp. $5-511 

.8 CORPORATE PROFITS AS SHOWN BY AUDIT REPORTS ('955) 
WILUAM A. PATON 151 pp .• 1."5 

"9' PUBLIC WORKS IN PROSPERITY AND DEPRESSION ('955) 
AlTHUll D. GAYEIl 4fio pp. b.oo 

,. EBB AND ROWIN TRADE UNIONISM ('956) 
LEo WOLMAN 

5' PRICES IN RECESSION AND RECOVERY ('956) 
OS' pp .. $1,511 

FunERIClt Co MILLS 561 PP" k.oo 
52 SOME THEORETICAL PROBLEMS SUGGESTED BY THE MOVE­

MENTS OF INTEREST RATES. BOND YIELDS AND STOCK. PRICES 
IN THE UNITED STATES SINCE ,856 (in p ..... ) 

FamERICK. It.. MACAULAY 500 pp.. 15.00 

THE BULLETIN 
Subscription to the National Bureau Bulletin C5 issues, $1) may begin with 

any of the following Dumben: 

'9J4 
49 NATIONAL INCOME. '91No. S.IION ItUZNns 
50 RECENT CORPORATE PROFITS. SoLoIION FAllRICANT 
S. RECENT CHANGES IN PRODUCTION. CHAILES A. B ..... 
51 GROSS CAPITAL FORMATION. '9'N5. S.MON ItUZNns 
55 CHANGES IN PRICES. MANUFACTURING COSTS AND INDUS­

TRIAL PRODUCTIVITY. '92g-'95-t. FuDERJa C. M.us 

'9J' 
54 WAGES AND HOURS UNDER THE CODES Of fAIR COMPETI­

TION. LEo WOLMAN 
55 PROFIT. LOSSES AND BUSINESS ASSETS, ._. SoLOMON 

FAllRICANT 



56 ASPECTS OF MANUFACTURING" OPERATIONS DURING RE· 
COVERY, FREDERICK. C. MILUJ 

57 THE NATIONAL BUREAU'S MEASURES OF CYCLICAL BE· 
HA VIOR, WESLEY C. MITCHELL' and AaTHua F. BURN. 

58 PRODUCTION 'IN DEPRESSIQN'AND RECOVERY, CHARLES A. BUS! 

19J6 , 
59 INCOME ORIGINATING IN NINE BASIC INDUSTRIES, '9'9""954, 

SIMON KUZNETS 

60 MEASURES OF OA.PITAL CONSUMPTION, '9'9""955, SOLOMON 
FAllRICANT 

6, I'RODUCTION DURING THE AMERICAN BUSINESS CYCLE OF 
191']-1935. WESLEY C. MITCHELL and AIlTHUJ. F. BURNS 

62 REVALUATIONS OF FIXED ASSETS, '925-'934, SoLOMON FABRICANT 

EUROPEAN AGENT: MACMILLAN II: CO. LTD. 

ST. MARTIN'S STREET, LONDON, W. C, • 





NI,ID-e of borrower Lent on I Received 
, on 

• 

; . 
. ' SERVANTS Of INDIA SOCIETY'S UBRAItY 

. POOIA 4. .; - , .. '-- '. 

1. .' BoOks taken frOm the Library may n~ 
'_ . be retained for more thana fortnight. 

I 

i 

. i, . " _.'. . ........ 'r ."' •.. 

. ;!~, Borrowers will be held strictly re'span.·, . 
sible for' allY damage done' to books 
while the books are in their pass&ssi~n. 

. ",_ • ' '. I 

! 




