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Prosperity Blows Up. 
By Jay Lovestone 

"Let him see for himself the families of twelve and fIf­
teen persons, who somehow keep body and soul together 
on the six or seven dollars' worth of groceries they re­
ceive each week from the city or from charitable organiza­
tions. Let him see the undernourished children-poor little 
devils with rickets and anaemia and various other 
diseases. Let him 'pick up' the unemployed girls on the 
streets-girls who sell their souls and bodies for a square 
meal. Let him visit the kitchen bar rooms run by men 
driven to lawlessness by their inability to earn an honest 
living, and let him drink the c'oncoctions sold there, which 
in some cases, at least, are made from distilled garbage. 
The facts and figures are available. They can be had for 
a little time and work, and there is no closing one's eyes 
to them if one is sincere." 

THIS is Fall River, the city Df mDre than a hundred textile 
mills, tDday, in the eyes Df a painstaking Dbserver. 
The fate that befell Fall River is the fate that is nDW Dn 

the thresh DId Df hundreds Df thDusands Df families in the 
rural and industrial centers. AnYDne who. is willing to. do. a 
little lid-lifting and squarely face the grim facts Df the rapidly 
develDping eCDnDmic depressiDn cannDt aVDid this unsightly 
picture. 

FDr mDnths Dur eCDnDmic prDfessDrs Df the chair wielded 
their spDnges and scrubbing brushes in a vain attempt to. get 
Dff, at least frDm the view Df the masses, the ever-spreading 
blDtch Df eCDnDmic stagnatiDn darkening the business hDrizDn. 

NDW, after mDnths Df such empty bDasting and nDisy 
pDinting with pride to. glDwing business cDnditiDns, the Dfficial 
experts Df finance and industry are fDrced to. admit that prDs­
perity has blDwn up. The questiDn is no. IDnger whether 
business is prDstrate but hDW IDng it is gDing to. remain prDS­
trate. Undigested statistics and grDundless illusiDns are 
giving way to. the superiDr fDrce Df realities. The cDld facts 
and chilly figures Df a sweeping eCDnDmic depressiDn are 
busily weaving a dismal stDry fDr the great mass Df Dur agri­
cultural and urban pDpulatiDn. 

FDr SDme time Dur bankers, brDkers and manufacturers 
have just kept gDing Dn with their business fingers Dn the 
pulse Df immediate demand. "Hand to. mDuth" buying has 
been the feature Df industry and trade fDr mDnths. Presently, 
the SIDW prDcess Df industrial recessiDn is accelerating its 
dDwnward pace arid threatening to stall cDmpletely the mam­
mDth engine Df American large-scale prDductiDn. 

Prosperity in Full Flight 
In every CDrner Df prDductiDn, cDnsumptiDn, emplDyment, 

manufacturing, the signs Df a wide sweep Df eCDnDmic depres­
siDn arG multiplying. A survey Df current business indicates 
the rapidity Df the dDwnward slDpe. The Department Df 
Co.mmerce tells us that: "The index Df unfilled Drders, a 
weighted average Df eight cDmmDdities, relative to. 1920 as 
160, declined frDm 61 at the end Df March to. 54 at the end Df 
April and may be cDmpared with April Df last year at 95." 

The insDlvency statistics fDr May ShDW a tDtal Df 1,816 
failures Dr an increase Df six per cent Dver April. Since 
February every mDnth Df this year has piled up a greater 
number Df defaults than Dccurred in similar periods Df last 
year. AccDrding to' Dun's, declines in whDlesale qUDtatiDns 
have Dutnumbered advances fDr fDurteen cDnsecutive weeks. 

So. eminent an authDrity Dn the cDmmercial epitDme as 
the CDmEercial and Financial ChrDnicle sums up the present 

situatiDn in this frank fashiDn: "The steel industry is said to. 
be wDrking at only 50 percent Dr less Df capacity. 'Further 
curtailment Df the textile trades is repDrted here and there. 
The DUtPUt Df autDmDbiles has been cut nDticeably. . .. The 
reductiDn Df the DUtPUt o.f irDn in May exceeded anything ever 
befDre knDwn fDr that mDnth. The clDthing trades are dull, 
whether in cDttDn, wDDlens Dr silks. The general merchan­
dise price is do.wn fo.r the sixth mDnth in successio.n. So. great 
is the depressiDn in the big industries that unemplo.yment is 
marked." 

Mo.ney rates are the IDwest Dn the market since 1917. 
There are plenty Df surplus funds available and idle. Bro.kers' 
requirements are small and dwindling. 

Steel is to.day king in industry and mDves in the clo.sest 
relatio.n to. business. A fDremDst manifestatio.n o.f the PDsitive 
decline in business is the reco.rd Df the co.llapse Df steel prD­
ductio.n. Since March the prDductio.n Df steel ingo.ts has fallen 
abo.ut 50 percent and is no.w estimated at Dnly 50 percent 
Df capacity. The unfilled o.rders o.f the United States Steel 
Co.rpo.ratio.n Dn May 31 were the smallest in nearly a decade. 
The to.tal was 3,628,089 tDns and the fall during the mDnth 
was 580,358 tDns. At the clDse Df NDvember, 1914, when busi­
ness had nDt yet recDvered fro.m its first ShDCk at the o.ut­
break Df the wo.rld war and when the Allies had no.t yet begun 
placing heavy war Drders, the steel industry was as badly Dff 
as it is to.day. Then, the United States Steel Co.rpDratiDn had 
3,324,592 to.ns o.n its bo.Dks. 

Business men are viewing with great CDncern the drDP 
in the prDductiDn Df pig irDn, because such a decline always 
co.mes with bad times. In May the pro.ductiDn Df pig irDn 
dro.pped to. 2,615,110 tDns frDm 3,233,428 tons the preceding 
mo.nth and 3,868,000 tDns a year ago.. This was a fall Df 
23,423 to.ns a day Dr 22. percent IDwer than in April. This 
pheno.menal cDllapse co.mpares with a daily curtailment Df 
22,817 to.ns, due to. the steel strike Df OctDber, 1919, and with 
21,123 to.ns in December, 1907, in the wake Df the panic in 
NDvember o.f that year. 

Furnaces in blast Dn May 31 tDtalled 184 as cDmpared 
with 321 a year ago.. 

Iro.n mining Dperatio.ns have been drastically curtailed in 
the last mo.nth. On the Mesaba range the United States Steel 
CDrpo.ratio.n's subsidiary has reduced Dperations by abDut 30 
J;ercent. The fall in prices has cDmpelled so.me independent 
mines to. shut dDwn cDmpletely. 

The three principal bases fDr full-capacity steel o.pera­
tio.ns have all been rDcked in recent mDnths. Thus, we find 
that shipments Df IDcDmDtives were smaller in April than 
fDr many mo.nths past. Only 73 IDCOmo.tives were shipped 
fro.m the factDries in April as cDmpared with 217 in the co.rre­
spo.nding mo.nth Df last year. Unfilled Drders Dn hand Dn 
May 1 were 640 as co.mpared with 2,204 a year ago. this time. 
This decline has co.ntinued thro.ugho.ut the mo.nth o.f May. 

A seco.nd fo.rce upsetting the steel industry and the 
eco.nDmic situatio.n in general is the develo.ping crisis in the 
building industry. The New YDrk Federal Reserve Bank's 
June number Df the MDnthly Review Df Credit and Business 
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Conditions thus views this phase of the business outlook: 
"Building permits issued during April in 158 selected cities 
throughout the country were :!9 percent smaller than in 
March, and about 10 per cent smaller than in April a year 
ago." 

Then the curtailment of the automobile output is con­
tinuing apace. The recession which began in April was accel­
erated in May. In April production fell 3 percent compared 
with Marcll. In May the drop in output was 19 percent. 

A final and crushing indication of the extent of industrial 
and business decline is to be had in the record of bituminous 
coal output. Soft coal is essential to mill operation. The 
volume of its output adequately reflects demand and is gen­
erally accepted as a 'barometer of the state of trade. In 
January the average weekly output of bituminous coal was 
eleven million tons; in March it fell to nine millions; and in 
April it hit the low figure of a weekly average of only six 
million tons. 

We Have With Us-Unemployment. 
Little effort is now being made to conceal the fact that 

whatever cheer the business atmosphere had in the begin­
ning of the year is fast disappearing. The gloom of jobless­
ness is now hanging like a pall over the working class. The 
normal industrial reserve army of disemployed workers is 
being augmented rather quickly and is swiftly taking on the 
shape of a huge army of unemployed. 

The depths to which the reduction of working forces is 
proceeding on a country-wide scale are hinted at by the latest 

. monthly review of the Cleveland Reserve Bank in such cau­
tious but significant language: "Employment, as a result of 
curtailed production, is also declining, and in some factories 
it has been carried to the point whet'e corps of workers which 
were considered permanent are being affected. Employment 
bureaus report an increasing number of applicants. Factory 
employment throughout the country, according to the sum­
mary of business conditions prepared by the Federal Reserve 
Board, declined 2 per cent in April." 

In New York State the official reports received from 
manufacturers employing 500,000 men indicate that no less 
than 22,000 workers were discharged during the first two 
weer:s in May. In the last two months more than 100,000 
workers were dropped from the payrolls. State Industrial 
Commissioner Bernard L. Shientag traces this trend when he 
says: "The decline in May, following a similar movement in 
April, has reduced employment in New York State factories 
over seven percent in two months. Part time is also becom­
ing more general so that a marked reduction in manufacturing 
activity is evident. The number of factory workers has fallen 
back to where it was two years ago before the strong upward 
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relief of the suffering textile workers. So intense has been 
the hardship of these workingmen and women that they have 
been driven to the despair of .appealing for aid from Coolidge. 
One of the leading employers recently told a prominent 
newspaperman that "we ·have never had before such a serious 
period of depression, and the outlook for the future has never 
been blacker." 

In the Southern textile centers the situation is as critical. 
From the following official declaration of the mill workers 
of Charlotte, North Carolina, we can gather the status and 
temper of the exploited masses: "For many months the textile 
mills have been curtailing, running only a very small part 
of the time. This long slack ~eriod has resulted in depleting 
all the savings of the textile workers and, in addition, has 
caused nearly all the workers to go into debt, some to an 
alarming degree. 

"Now, it happens, as it has happened in the past under 
similar conditions, that many mills have announced their in­
tention of reducing wages of the textile workers when full-time 
operations are resumed. This reduction of wages is not only 
wrong but it is an outrage. 'Ve do not intend tamely to 
submit to it. If necessary, we are going to use our only 
weapon, the strike, against any reduction in wages." 

The latest and most authoritative survey of the extent 
of unemployment in the country is the April issue of "Em­
ployment in Selected Industries," published by the Bureau of 
Labor Statistics of the Department of Labor. An examina­
tion of these findings discloses many instructive facts, 
among which we quote: "The decrease in employment in the 
twelve-month period was exceptionally large in a majority of 
the thirty-three industries which lost in emp'.oyment, as 
shown in the following list: Steam railroad car shops, 19.7 
percent; agricultural implements, 18.2 percent; foundry and 
machine shops, 18 percent; men's clothing, 16.5 percent; 
automobile tires, 15.9 percent; cotton goods, 14.7 percent; 
carriages, 13.7 percent; leather, 13.1 percent; shipbuilding, 
12.4 percent; shirts and collars, 12.2 percent; sugar refining, 
11.8 percent; woolen goods, 11.6 percent; stoves, 11.4 percent; 
millinery and lace goods, 10.8 percent; and boots and shoes, 
10.3 percent. In six of these industries the decrease in pay­
rolls was even greater than the loss in employment, the 
greatest decreases being 22.5 per cent in men's clothing, 20.7 
percent in cotton goods, and 19.6 percent in automobile tires." 

From the index numbers of employment based on the 
above figures we learn that the number of unemployed to­
day, in the manufacturing industries alone, is greater by at 
least 400,000 than in the corresponding period a year ago. 
These figures do not take into consideration partial employ­
ment. They deal only with the totally unemployed. No less 

movement of 1922-23 had begun." than twenty-two per cent, or about one out of every five, of 
Illinois faces a serious unemployment problem. Many the workers employed in 1920, on the eve of the last great 

mines are closed and closing and manufacturing employment 
has declined in May more sharply than at any time since 1921. 

According to the latest report of the Interstate Commerce 
Commission the number of railway employes on Class I rail­
roads dropped 56,211 in March compared with the same month 
a year ago. The total compensation was 5.5 percent less 
than in March, 1923. 

The textile industry has been especially hard hit. In Fall 
River, Massachusetts, there are 30,000 to 70,000 mill hands out 
of work. One hundred out of the 111 mills are working on 
part time or are completely shut down. Within the last six 
m()!lthr,; the IDllniCipality has appropriated $243,000 for the 

depression, are now out of jobs. At most, the unemploy­
ment of the worst period of the 1921 depression was approx­
imately ten per cent in excess of the present unemployment. 
The tendency now is distinctly towards a continued collapse 
in employment. 

What Stopped Prosperity? 
Hearsay and hasty conclusions interwoven with occasional 

deliberate misrepresentation are the basis of most of the 
explanations given for the present economic depression. 

Our Secretary of Commerce, Herbert Hoover, would have 
the world believe that there is no "fundamental economic 
reason" for it. Mr. Hoover ascribed the sharp decline in pro-
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duction to a purely psychological condition. But even an 
amateur can see through Hoover's transparent efforts. We 
are now well down on our way from the peak of prosperity 
passed by us in the spring of 1923. To the economist the 
spurt of March, 1924, was merely a foothill on the slope down 
which we have been moving. 

Many editors of our well-kept press have been blaming 
politics for the collapse of industrY". None of these explan­
ations is tenable. The fact of the matter is that much as 
the new tax measure and the so called bonus measure were 
condemned, the reaction of Big Business to these was not 
unfavorable. 

There is a legend in many circles that Presidential years 
are necessarily bad business years. This contention will not 
stand up in the face of facts. Examining the market move­
ments and economic trend of presidental years since 1884, 
we find that five presidential years have been years of fall­
ing security prices, four were years of advancing prices and 
that one presidential year was characterized by an advance 
offset by a fall. There is no denying the fact that politics 
influenced the course of economic development. Yet there 
is nothing in a presidential year which condemns it organ­
ically to be one of economic breakdown. 

The primary reason for the present decline in economic 
activity is the fact that "the business situation itself had 
become top-heavy." The world war lent great impetus to 
the development of American industry. The present dis­
turbed state of the world market coupled with the declining 
economic consumptive ability of the American working and 
farming classes does not measure up in demand to the over­
built industries of the United States. Our industrial system 
is "over-producing" to-day. There is not much prospect of 
relief in the outlook for foreign trade. 

The economic decline which we are experiencing at this 
moment is an integral part of the process of industrial read­
justment following in the wake of the world war. One of 
the reasons America recovered so rapidly from the serious 
crisis of 1921 was the urgent need of the country 
for certain immediate fundamental necessities. This 
condition has been met. Thus we find the Magazine of Wall 
Street viewing the present situation in the following inter­
esting light: "The fact is that for several years we have 
been going along smoothly, filling out the post-war demand 
for sundries, such as new housing, railroad equipment, auto­
mobiles to ride in and many other essentials and non-essen­
tials. That demand has to an appreciative extent been sat­
isfied." 

Furthermore, economically speaking, the United States 
has for the last five years been like a house divided against 
itself. Our agricultural system, being far less developed 
than our industrial system, was severely undermined by the 
war_ The casualties of economic derangement were much 
greater in agriculture than in industry. Since 1919 Ameri­
can agriculture has been in the throes of an acute economic 
crisis. The development has proceeded from bad to worse. 
We are now heading for the worst. Without delving at 
length into the critical conditions in the rural conditions we 
may cite the fact that since the first of the year more than 
325 banks have failed in the Northwest in spite of the es­
tablishment of the Agricultural Credits Corporation and the 
extension of the life of the War Finance Corporation. The 
breakdown of the world market and falling grain and land 
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prices are the primary causes· for the ill trade winds in the 
agricultural areas. 

With almost half of the country economically depressed, 
it was naturally only a matter of time when the other half, 
the Eastern industrial section, would be affected adversely. 
Mr. Parker Willis, a student of finance and banking, point­
edly summed up the fears entertained by the captains of 
industry over the certainty of this disease spreading East. 
Said Mr. Willis: "The place where danger is now to be most 
expected appears to be in the small banks of the cities which 
have become considerably involved in real estate loans based 
in property at inflated prices, or which have been sustaining 
industries that have been largely "over boomed" by buying 
their paper in large quantities." 

What is The Outlook? 

It is yet too soon to estimate the duration ~f this period 
of economic depression.. All we can say at this time is that 
industry is due for a downward movement and that there 
are no signs of an early upward swing in the trend of our 
industrial development. 

The pitch blackness of our immediate future is reflected 
in a marked tendency toward wage reductions. According 
to an analysis made by the Standard Daily Trade Service, 
"it is not to be expected that there will be a further general 
increase in wage rates and industrial leaders say the trend 
is against it. . It is the conclusion of students of the 
financial situation that, instead of increases, there very prob­
ably will be decreases because of reduced production sched­
ules." This general tendency may, however, be punctuated 
now and then by weak upward fillips. 

Wage reductions have already occurred in the southern 
cotton mills, the Connelsville coke region, the New York 
and Philadelphia carpet mills, the New England shoe and 
textile factories, the Rhode Island rubber products industry 
and in some steel car manufacturing companies of Pennsyl­

vania. 
The Republican nomination of Dawes for the vice-presi-

dencr indicates the determination of our employing class to 
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force the adoption of the Dawes plan to turn Germany and 

Europe into an American sweat-shop. Such a foreign policy 

can have only a detrimental elIect on the welfare of our 

working class. Bache's Review brings this point home rath­

er forcibly when it says: "Labor, as well as ~apital, must 

take into consideration the fact that when the Dawes report 

is accepted and put into operation, Europe will begin com­

petition in the world's markets which will grow more and 

more aggressive and at a labor cost of prpduction considera­

bly below American standards. This must affect American 

prices and wages, and would tend to make them gradually 

smaller." 

Flivver Fancies 
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Steel Rails 
S TEE!. rails, 

Straight runners ahead, 
Swift runners into the future. 

Take the wise strength of them 
In the sure fixing of clean parallels, 
Running ahead into a dream of merging. 

Take them, 
!.et the meaning and the secret 
Clutch a hold of you, 

A sure strong hold 
Under the heart. 

Herschell Bek. 

Maurice Becker 




