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HE YEAR is 1929, Unemploy-
meni? Nonsenset  Oanly  the

shiftless are ont of jobs. Poverty?
Ridiculous | We're the richest country
jn the world, Look at the crowded
theaters, the jammed beauty shops, the
busy department stores,  Didnt we
turn out five million motor cars last
vear? Didn't we construct six billion
doliars’ worth of buildings and mann-
facture five billions’ worth of clothing
and shosst

Suddenty a great shudder . . . then
.. . an econonic hurricane! Within
a few davs after October 29, 1879, a
staggering  deflation wiped out the
equities of tens of thousands of in-
vestors, Baaks and factories by the
thousands closed their doors,  Job
queves lengthened. Puorchasing power
of millions of consumers melted away.
From isolated murmurs, the com-
plaints of employment seokers swelled
intp a mighty roar of frustration.

Dumb-founded, sober Americans
asked: Why? What had caused this
vast and deadly stoppage of produc-
tion? Is there any rational explana-
tion for the so-called “business cycle ™
Is thers any cwe?

A flood of explanations hit the news-
stands and hoolstores,  Desperation
gave credence to anything propounded,
from the sun-spot theory—syevived by
FProf, Henry L. Moore of Columbia
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that depressions are cansed by in-
ereased sclor activily—to the Yincoms
theory” advanced by Prof. William
Foster of Harvard, T This economist
woted that businessmen ges
a part of each year's net income for
expansion, dividends and emergencies,
thus leaving insufficient W wages for
emmployees o buy back the equivalent
of their production. As a result, he
asserted, there gradually accumulates
supplies of goods in excess of the pur-
chasing power of the public. This ex-
cesz production eventually gluts the
sold at bankropt
prices. | The only thing he failed 1o
explain is why production does not re-
sume long after the public has eaten
up, wed up and worn out all the
things they brought home from the big
hargain sale]

The classic “over-production” and
“grrer-consumption” theories are widely
accepted even today, The “over-pro-
dnction™ theory runs somewhat as fol-
lows:

A watch manufacturer produces so
many watches this vear and sclis them
afl at a profit. Nexi year he produces
fwice as many. While his rate of
profit might drop somewhat, his tota
profit still rises, and the fsllowing year
he produces four times as many. Since
some of his competitors do likewise,
the ontout of watches rises to ibe potat

srally save

miarket and has to be
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where the public no longer
wants waiches. Whereupon
manufaciurers have io shat
awhile.
waLe i 15 frue that failure to jodge
the market correctly may sometimes
catse this fype of “relative over-pro-
duction,” and that consequently tem-
porary unemplovment dees oconr antil
workers make zn adjustment, this
situation cannot acceunt for  wide-
spread involuntary uz‘lemp!ovzneﬂt
This country has never suffered
iroin Ygeneral ov -=rmrr>duct1<‘m T On
the comirary, therz are mallions who
lack sven the bare necessities, lot
alone the luxuries, to which human
willingness 1o labor should  entitle
them, Tn our Sowhern states where
ancmia, pelagra and cther dehclency
diseases are prevalent, there are those
whe go through life without oranges,
beef or whest, while these foods are
supposedly over-produced. Tn Georgia
alone, in 1933, fifty per cemt of the
deaths were due to entirely prevent-
able diseases, caused by lack of proper

diet and cdothing 2
“Gver-consumption”  theorists hold
that depressions resu¥t from the ex-

travagance of the public. The average
person, they smaintaln, 5 at heart
simply an installment-purchaser and a
spendthrift,
such disaster as z

inless checked by some

depression, he is
And once his
1unsold goods
asccumtiate in warehouses.,

Tell this 1o ihe
hand, and s retort would be o posi-

1self poor.

apt to buy hi
cash amd evedit are gone,

average  factory
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tive “Oh, yeah? Give me back my job
and my credit, and let me st thoss
warehouse Tell him that depres-
sipns cocur becanse he and his feiiow-
workmen “over-consume” wealth, and
he probably will say, “What do vou
mean? My wife and I are good
budgeters, We bouglt a radio in 1928
and paid for it on time. We had it all
figured to pay for a car in 29 and we
could hawve, i I ohade't lost my
job.7

Since these various theories patently
cannot  stand  analy realistic
search which races the husiness eydle
through its progressive stages must be
turned to as the means of disclosing
the point at which weskness i our
coonomy sets i

Step One. Through labor, men ob-
tain raw materials from the rich siore-
house of the carth, Workers in the
SRR mdusiries —— agriculture,
mining, fishing, lumbering snd graz-
ing-draw materials dirvectly from the
ground.  Other  men  then  process
these smateriuls  into  completed ar-
ticles: wanstorming hides into shoes,
into boards, cotton and  wool
i:l) garments, iron rabber amd
coal inte thousands of mdustrial and
household products. Wext trade and
iransportation take over.  Shipping,
fApancing, insurance, ad-
vertising and kindred businesses facil-
itate the flow of commnndities o the
ultimate consumer. Finally, other men
offer their services 1 exchange for a
portion of the goods produced.  They
are the teachers and preachers, actors
and barbers, doctors
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alf the professional and service-per-
forming men and women o society.
Step Two. This cconomic paitern,
wtilizing the diverse abilities of men,
repeats itself by sponianeous coopora-
tion. Material comfort mounts stead-
ity with man's consiantdy rising pro-
ductive powers, Labor and capital
find ready employment. New inven-
tions and improved methods czlt more
and more land into use. City siies are
at a premium as people gravitate io-
ward the cenfers of culture and ex-
change. A few lucky owners of chotee
iots cash in; and thotusands of others
are persuaded that they, too, can get
rich quick, As an unshakable faith in
continued expansion leads to an era of
land speculation, vacant land is held
out of use as though for ransom, amd
land in use is driven up in price wtil
the rost of doing busioess rises seb-
stantially, This in twn reselts in fur-
ther increases in commodity prices.
Step Three. All the symptoms of a
poom period are now in evidence
“fieal estate” changes hands almost
daily, at higher and higher figures, as
land speculation reaches a  frenzy.
With the rise of the stock market,
steady plodders turn gamblers. The
uninitiated purchase indiscriminately,
never lovking behind the scenes to ask
whether their heldings are based on
inflated land values, or whether the
fantastic interest rates are an indica-
tion that the company effering then—
pinched by the ever-inoreasing outlay
of its cash assets to pay for raw ma-

terinls and operating location-—dlesper-

ately needs to borrow money.
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Step Four., When speculative land
value rises to the point whers labor
cannnt pay the prices demanded and
continue to live at the old standard,
and capital cannot engage itself profit-
ably, production is paralyzed. Maau-
factured goods, with high fixed costs,
are most vulerable, and curtailment
of production is deepest in this field,
No field, hewsver, remains nnalfected,
and a depression sets in,

Step Five. The long peried of in-
activity has exacily ithe same eifect

apon land values as wonld 2 deliber-
ately  designed  lomg-time  sit-down
striice arranged between capital and
labor. Land rvecently n demand fum-
bles in price, and its helders bave no
chotce but to sell at deflated values.
And as this trend beeomes general,
production is at ast resumed.

The following history of Chicago's
land walues demonsivates this  se-
quence.?  Chicago covers Z11 syuare
miles,

1830—The price of any land in that
arca was $1.25 an acre; land
valne of the entire rvegion
naw covered by Chicago,
$168.800.

1837 Those who knew the history
of the Frie eanal, and its ef-

jand

values, bought land along the

fect  of increasing
proposed course of a Clhicage
canal and then induced the
Federal Government o con-
This land

was then advertised for sale

struct the canal,

and a land boow started
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{836—Tmnd  values
S00,000.

reached  $10,-

Firs: Major Depressiosn
i84Z2—Land wvalues had
$1,406.000, or
than one-seventh of thelr in-

flated value. DBuosioess again

shrank to
shghtly less

began to improve.
1848 —The Chicago canal opened.
1854—Chicage had become the rail-
road center of the West
Plank roads, street Hghting
and  sewers were  installed
Land values rose again,
1856—Tand valoes had increased to

$126,000,000.

Second Mejor Depression

1858 —There had been many bank
failures and 15 railroad fail-
ures. There was great unem-
plovment everywhere, aund
coawequently  land valses
shrank enormously.

18360-05—Civil War. By 1804 96
bank failares had occurred in
Minois. Dut
need for wheat, and our own
war demands sent hog and

the European

grain prices up, and land
costs  began  to increase
sharply.

1871—Chicago fire and a post-war
hoom., Parks and boulevards
were built by the city; $76,-
(06 .G00

constraction carried on over

worth  of  building
a seven-year period,
1873—Eand values had increased to

575,000,000,

45
Thivd Major Deprassina
1876—2%Y  bank  {ailures in  fowr

years. Land values dropped
o F250,000000: rents were
3% lower than at the peak.
188490 Building  of
bogan; many new manofac-
turing enterprises and 7 new
railroad lines were huile. The
World's Fair was projected

sky-scrapers

and there was wild land
speculabion,
18921 and values estimated at $1-
GOG,000.000.
Fourth Mejor Depreczsion

1909—Tand values, after many in-
dustrial failures and
wnemployment, shrank to a
poind only half as high as in
1890, although the population
of Chicage twice as
great. B began  to
and  unemployment

great

Was

siness
HNPFroYe
to decrease,

1917 —Weorld War I, {ollowed by

post-war boom,  Business was

stimulated by apartment

Imilding and enormoud Amer-

ican and Furopean expendi-

tures for food and war ma-

terials.

Land valzes $200,000,000 and

still rising.

1928-Tand valves reached $5000,-
000,008, with records of in-
creases as high as 1,000%
between 1915 and 1928,

1921

Fifth Mojor Depression
Iiven with owr modern industrial

methods, labor could noi pav this price
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for land and continue to live at s
accustomed standard.

i932—Foreclosure suits in Chicago

involved more than $2.000-

O00.000 of landg value; apart-

mient BPproxi-

mately hali of those prevail-

ing in 1922 There were 30

bank failurves, also great un-

rents were

employment and ali the other
syinptoms of a great depres-

107,
Looking at this record, it 1s not sur-
prising that during 1934-35, when the
capital and Inbor

outlock for s still

dark, the Chicage Title and Trust
Company could strike the following

note of optimisat in its advertising :

Every major financial crisis—I837,
1857, 1873, 1893, and 1929 —cansed
land values to depreciate. But panic,
war, and fire have never destroved
these values nor permancotly de-
pressed them, “4."‘\'1i hin four to six
vears, iand  values  alwy have
tarned vpward again | L L aad there-
after have never agalun gone 50 low
as in any previcus depression,

This story of Chicago iz but one
example of what has happened in
large cities all over the United States
in the course of the past one hundred
years. A similar pichwre could be
drawn of WNew York, San Francisco,
New Orleans, Dretroit or any other
growing coity. In each case, a period
of feverish land speculation, initiated
by enhanced s activity, has
been followed immediately by a crash,
Tn 1837 1 was in 1857,
1873 and 1893 it was ralroad expan-

Duagine

eanal hildiang ;
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sign; and in 1929 i was extensive an-
tamolile and road bailding.* The par-
ficular relationship between extended
transportation and speculation in the
lands it brings into use i1s marked® In
our time we have seen how the advent
ef the aumtomobile has vesulted in the
subdivizsion of farm lands adjoining
our cities, Lois uwnserviced by public
transporiation r to a value compar-
able to that of ity lots, on the
strength of the fact that they could he
reached in one's own car.

Taz vear 1s 1944, At which point in
the so-called business cvele do we
stand today?

Ag date as 1939 the wages of capital
(i, ¢, interest) were the lowest in his-
tovy. Business Week for April 11 of
that vear stated;

Perhaps the nearest thing to true
interest is the rate on Treasary bills,

. . . Freguently there ave instanees

where loans yield nothing.

It is doubthy! whetber, duw the
period from 1929 to the {)UEEJ?'LJ,A of
the preseni war, enough deflation of
fand values had occurred fo make for
genuine recovery.  Lovernment loans,
¥, H. A, and Toaus to farmers had the
effect of bolstering up farm and home
wmortgages based on infated values,
As long as these contracts stand, pay-
ment continues o be mnde on a pre-
depression value, with the result that
an undue proportion of toial weslth
produced goes to pay merely for the

use of land.
The Farm Tenancy Report of the
President’s Comptittee, National Ee-
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sources  Commsittee, February, 1937, man’s strugele toward 2 world of
SAYS! pquity and apaterial well-being? The

The equity of operating farmers

in their lamd iz ltle more than

one-fifth, Nearly four-fifths 15 in

the hands of landiords and wmov-

(r'!.”{ OWNErs,

Today histovy is repealing Hsell as
the demands of war create a parallel

to the trend of 1915-20, The Depart-
ment of Agriculture’s national dindex
of the average per-acre value of farm
Tand and improvements, on July 1,
1943, showed it to be 23% above wlhiat

i owas i 1933-39, The av
of the rise, throughout the entire coun-
iry, has been about 195 2 month during
1943
record except
of the boom.?

yre rate

the liiﬂi!ut rate of Imcr

i 191920, at the

¢ on
cresg

A% wE racg the futare, it should be
with the realization that depressions,
are only

catackysmic though they be,

an intensification of evils which we
accept vear in and year cut as nat-
aral. Seen in thetr real economic
perspective, they may be compared o
acute stages of a chronic dizsease.
Even during normal iimes, the rent

sorhs the
gained in

s with and
cvery advance

of land r
benefits of
REFER

of Secigl Sciences, “Business
P

Iw}?ncy.
“eolos

“Amcrican Forth”:
i (r: 79::9 }F’ 5’

A

steepening  price demanded for the
chance to labor relegates a growing
proportion of cur population o pov-
eriy, and at all times the margin of
safety it leaves for doing business is
so small that the average life of busi-

ness  enterprise iz only 66 months®
Foverty and depression are merged as

one phenemenosn.

The iimes through which we
Yiving impel thinking men and women
to tske cognizance of the gravity of
GUur sotiai and  ecomomic pl(si:lems.
Some of us have our own pet reme-
dies and solutions. But knowledge of
the vauses of poverty and depressions,
a3 now revealed, enables us better fo
test the effectiveness of any proposed
remedy.  In considering a solution of
these problems, we must keep in mind
that only as it strikes at the source of
the trouble, can it hope to cure; only
as it secures to all a stake i the
country they heip to build can it per-
manently suceead. .

The next article In this series on
Fundamental Economics will illnstrate
the righteousness of property owner-
ship, and raise the question as to how
fabor can secure its full reward,

ars

. Crustazus, “History of (Great
vicen Forfunes”; N, V., Meodern
Chap, T, pi. 3.
iries, Now. 20, 1943,
7——/"? GEress (_;'iii:.fe.i w7, omo 20 op 91
S—Foulle, Koy ., “Behind the Scrues
of Dusiness”; Dan & Bradstrees, 1937 ;
759,




