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Our Part in the Industrial Recovery
Program
By COLONEL FRANK KNOX
Chicago Daily News

that I can add much to what you already know as to what you can do for
industrial recovery. I expect your chief part will be that of a good aitizen.

The world has been passing through, for the last four years, one of the periodic
depressions which seem to be inevitable, with man constituted as he is. As a mass,
men seem to go through this cycle of encouragement and hope, succeeded by an
expansion of activity, and then more hope and more activity, until activity merges
into speculation and values become exaggerated and business becomes extended, and
then, with almost the regularity of a clock, we come to a period, roughly about
twenty years apart, when all the air is let out of the bubble and we find ourselves
back in pretty grim reality. That is precisely what happened in 1929, which cul-
minated in a period of over-expansion and over-speculation.

No one has yet found a remedy to this cycle of human nature. I greatly doubt
whether there ever will be found a remedy, because a part of the reason lies in the
hearts of men, who will hope and who will gamble on the future. It is a useful thing
that man is so constituted, because, while we go too far in our hopes of expansion, we
never quite go back to the point from which we started, and each succeeding era
finds real progress made.

I presume it was inevitable that there had to be a change in the administration
before recovery could begin. I say that as a Republican. I have always been a Re-
publican and still am, but I recognize that last fall it was much more wholesome to
the public state of mind that someone else should be given a chance to see what he
could do with the situation. The country was full of men out of work — millions of
them — dependent upon public charity and private charity for food and clothing
and protection for their loved ones. The farming population of the entire country as
a whole was discouraged, due to a long period in which farm prices were depressed
abnormally,

I think it may be said that the picture was something like this. There are in the
United States approximately 34,000,000 workers who work for pay of all kinds —
42 percent of that total are engaged in doing those auxiliary things that go to make
up civilization as we know it. Newspapers do not make individual wealth; they sell a
service to the public, All businesses, such as retail establishments, create no new
wealth. So, of the total, only 42 percent of the people are employed gainfully, actually
producing wealth. Of that 42 percent, 18 percent are engaged in agriculture. For
eight or ten years before the break in 1929, this 18 percent of agricultural workers
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was very much underpaid, their average earnings being about $1.00 per day. In
industry in the cities, on the contrary, the average earnings were several times that
per day. Naturally, that condition could not obtain without throwing things out of
joint, ard that is precisely what occurred. First, this 18 percent of farmers disap-
peared as consumers. They had no money with which to buy goods. They produced
in large measure their own necessities on their land, but as a consuming public they
disappeared. This naturally threw out of employment men engaged in productive
industries, which produced the things for farmers to buy, and so the cycle began, and
unemployment began to appear in the cities, until finally the catastrophe came.

The fundamental purpose of a readjustment, and this is a difficult thing to under-
stand, is to get our various classes in this country back onto a fairly equitable earning
basis. In other words, either the earnings of the workers in the city must go down
(which no one wants to happen) or the earnings of the workers on the farm must go
up to equal that of the workers in the city. All of our adjusters are trying to bring
about that equalization.

Now, the problem which confronts any administration, and so confronts the
present one, is to increase the earnings of the farm organizations so that they will be
on a parity with the city workers. As a result, under the Hoover administration we
made the ill-fated attempt to purchase wheat, and we self-taxed buyers' profits
$4,000,000 or $5,000,000, put wheat in storage and depressed the price of wheat.
Now we are engaged in another process of limiting productive grain and cotton land
by means of agreements with the farmers to reduce acreage of cultivation, pay at least
rental for land not used, and secure money for that by a fixed charge against the
consumer in the city — make it cost the man in the city more for his living in order
to bring up the level of the earnings of the man on the farm. To date that effort has
not demonstrated success. Some of the financial economists did not believe it would,
but despite our lack of faith, we have been hoping that it might lead in some fashion
to an increase in the price the farmer obtains and level it up to his brother in the city.

Now in respect to industry, what we are attempting to do is to apply the principle
of spreading work. That is the way the NRA began. It had its inception in a bill
introduced by Senator Black, providing for a 30-hour week, which scared industry
to death, and as a substitute for this frank attempt to spread work by a shorter work
week, Congress was persuaded, under the influence of the Administration, to adopt
the NRA.

We have grown up here in America under a school of economics which relies on
competition to keep prices down. Twenty years ago, in the first Roosevelt adminis-
tration, we enacted what is known as the anti-trust law — a law in legal restraint of
trade, that made it impossible for the men in some one industry to get together and
arrive al what was a just price for their product. That was against the law. The
European Cartel System recognized the failure of the competitor principle and
definitely, legally recognized the rights of competitive business in the same line to
get together and make these regulations which had been made illegal under the anti-
trust law.

What we are trying to do is to apply the European Cartel System to our economics.
There are some things which come along with it which are wholly good, and for which
every good-thinking citizen is glad. I think the change from the reliance on the com-
petitor system to the self-imposed code on industry is sound and is going to persist.
I do not think we will go back to a law against combinations in restraint of trade. In
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the future, we are going to find our bulk of industries covered by pretty strict regula-
tions, self-imposed, which will permit reasonable profit to be made under reasonable
conditions.

I lived in New England for a good many years and became familiar with the
textile industry in that territory. The development of the textile industry in the
south, where production could be carried on at a much lower cost was not wholly due
to the fact that cotton is grown in the south, but because of cheaper labor available.
The applying of the code to the textile industry was a sound proposal for twa reasons:

1. Tt put the whole industry on a legal footing for the first time, with no difference
in pay between the north and south.

2. It lifted that industry from what was essentially a sweat-shop industry to one

that has some respect for its workers.
I am personally aware of the miserably low wages paid and the long hours insisted
upon. Now, the NRA, if it does nothing else, has abolished widespread child labor
and the sweat-shop, and I think it will also make very real the reduction of the
working week.

Then another angle on the NRA movement, which I think is permanent and
helpful, has to deal with those industries which deal in natural resources, like oil,
coal, and lumber, and similar resources where the total supply is limited and all that
is used is a depletion. The people, as a whole, have a selfish interest in the conserva-
tion of our oil. For instance, oil is being pumped out of the oil fields at a frightfully
high rate and being sold at a rate which did not bring back to the oil companies the
prices of lifting it out of the ground and refining it. The oil business is now subjected
to a code, and that code is supervised by the Federal Government. The first thing the
Department of Interior did was to establish a quota, which was absolutely essential
to the public interest The same is true in the coal situation, and now we stand a
chance of reducing that consumption to reasonable proportions and raising the price
of fuel to where a decent wage can be paid the workers, In that way I think this Cartel
System is bound to persist, helpfully and usefully.

In respect to other businesses, like retail establishments, et cetera, which are now
included in the code, I have great doubts as to whether the thing can work. It is
most impractical for any Board to sit in Washington and visualize the conditions
that obtain in a single industry in a country like ours. I think we can foresee the ulti-
mate elimination of those business codes which are impractical, by the process of
modification which will take out almost all the real content.

Now, along with these efforts to restore employment and raise the return to the
farmer, there has begun a definite, deliberate and necessary attempt in the matter of
finances to restore the purchasing price of the dollar to about the level it had before
the highly inflated years of 1928 and 1929 — to get it back to the years of 1926-1927.
I believe in a form of controlled inflation which does not visualize any printing of
money, but rather an expansion of credit, which will bring back the dollar to its
purchasing value of the year we all got drunk on prosperity. That can and will be
brought about by the series of acts which are just being put into effect.

Another means of controlled inflation is that which is available to the Govern-
ment, without any unsound inflation, offered by the Federal Reserve banks, of using
the huge sums they have in reserve to purchase Government Bonds, and with these
bonds in their strongbox to issue Federal Reserve Notes to the extent business re-
quires to carry on its operation. There ate two things about currency we ought to
13 «
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understand. At the height of the great era of 1928-29, we had only about $5,000,000,-
000 in currency and about $60,000,000,000 in bank credits, What has happened in the
five years since 1929? There was not a decrease in the amount of currency but in the
amount of credit. In other words, the banks, under the amount of pressure put upon
them to pay on demand to their depositors, have restricted their credit and pulled
it in to where today we have only about $20,000,000,000, where we had $60,000,000,-
000 before. That difference of $40,000,000,000 hampers business and that is the thing
that the Administration is trying to correct. I have been given very firm assurance
that there is no intention on the part of the Roosevelt Administration to indulge in
any paper inflation,

It is also interesting to know that this proposal for a greater paper money currency
is sponsored by the south and the west, where the distress has been most acute. If
that were done, the first people to suffer would be the wage earners, who are the very
people the Administration is trying to help, because nowhere in the world’s industry
have wages kept pace with the lower purchasing price of the dollar. In other words,
every man who works for a salary would suffer at once from a paper money inflation,
and those who saved would suffer. Their bank deposits would suffer to the extent to
which we engaged in inflation. The next to suffer would be those who have life in-
surance policies. If you cut the value of the dollar in half, you reduce the value of that
policy just one-half, and with the millions of people and billions of dollars invested in
life insurance that would be one of the most frightful things that could happen. In
fact, paper money inflation strikes at the solidest and most dependable class of
citizens we have — those who save a little out of their earnings for a rainy day.

We are coming out of this depression in spite of all the artificial aids we offer. I
think the seeds of recovery lie in the hearts of men. Short of a suicidal attempt at
paper money inflation, I think we are on our way out. I am not including in that a
possible deflation of gold. If they leave the money alone and do not start the printing
presses, we are on our way back to normalcy. As to the gold dollar, we are going to
back track on one thing we have done for the sake of common honesty. We had a lot
of obligations out, which guaranteed payment in gold, and by hustling about we
agreed that they could not be paid by the terms specified in the contract. I think we
are going to change our official point of view about that — it must be done to main-
tain our own self-respect. There is nothing sacred about the amount of gold in the
dollar, provided we retain the gold that we have as the basis of our currency, and
retain it because it has been found by long experience that gold is the most useful
basis for currency. Say, for instance, we have around 65 cents in gold in the dollar,
we cheat no one, because that devaluation has already taken place, and I suspect that
is one of the things that is going to bring about a further increase in the price of com-
modities.

We have a perfectly arbitrary rule of requiring a 40 percent reserve in gold of the
money in circulation. France is still on a gold basis. Their percentage is 25. I rather
expect that one of the methods of controlled inflation to be resorted to in the course of
the next few months will be a reduction in the percentage of gold which we retain in
our Federal Reserve banks. You understand, of course, that it is utterly impossible
for us to back all of our money 100 percent. It is never possible and rarely required. In
normal times we never think of asking for gold. It is only in a time of panic and dis-
tress that any demand-is made for gold. I rather expect there will not be any coining
of gold money. 1 think our gold will be reserved for the basis of our currency in gold
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bars. We will never see any free circulation of gold coins again. For that, I have no
particular criticisms. I do not think it adds particularly to our convenience to have
gold money.

Probably due to a fundamental instinct on the part of nations to get themselves in
as strong a position as possible for national defense, there has grown up a definite
basis of acute national economic independence. France was formerly a large buyer of
wheat, some of which was imported. The French farmer was subsidized, until this
year they have more wheat than they can use, The excess went to the farmers them-
selves. That policy has been applied by Great Britain to its Empire, and to countries
all over the world, so that there is a widespread development of national economics.
We have now a situation where free interchange between nations instead of being
more free and easy is becoming more limited, causing not only high tariffs on im-
portations from outside, but we even have guotas. So that, all over the world there is
a definite attempt in all countries to make themselves self-sufficient. I am not sure, if
this policy is persisted in, but what we shall arrive at the point where barter and
exchange will be restored in dealing between nations, and all wares will be purchased
by the Government itself and resold.

I am going to turn from the economic situation to the very acute national situation
which has arisen with the appearance of forces in the European ring. It is not difficult
to understand the present situation of Germany. I was in Germany this summer and
saw some of the things going on there, and necessarily had to be informed about them
before I went over. Here is a great proud people, who have been for many, many
years a first-class power in Europe, led, as we think, foolishly, into a war in which
they were defeated. The whole psychology of the German people has been effected by
the treaty which ended that war.

Among the things in that treaty which were imposed on Germany was a very rigid
restriction on armaments and a very high payment of reparation. Fifteen years have
transpired and Germany has gone from one government to another, and the German
people have been constantly subjected to the humiliation which goes to defeated
people, accompanied by a serious economic depression in their own country. Had
they been prosperous, the thing might have worked itself out. Here we have a
population of 60,000,000 people, subjected to these arduous terms and to continuous
humiliation. I hold no brief with Mr. Hitler, but I can easily understand how the
great middle class in Germany is ready to follow anyone who promises them a change,
and it was his promise of freedom that led to his final emergence as the controlling
factor in Germany. That is the German side of the picture.

On the French side is a perfectly complete conviction that if they ever permit
Germany to rearm — to become militarily potent — they may expect a repetition of
what happened in 1870 and 1914. So you have on the other side, an equal reluctance
that that thing shall not be permitted to recur.

It is not a question in which we are directly concerned. We definitely refused to be
a party to the Versailles treaty. We are committed, and we proved it on a score of
occasions, to any program of world peace. But if these nations in Europe insist on
throwing down the gauntlet and resorling to the sword, it is my prayer and hope that
this time we will attend to our own affairs and let them work out their own destiny. 1
read again the other day Washington's Farewell Address, which related to our affairs
in Europe, and it would do you all good to read again what the greatest statesman we
ever had said about that with which the world is confronted today.
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A Century of Progress
By DOCTOR ALLEN D. ALBERT

Dear Friends:

OU know, first, I am not the President of the Exposition. The President of the

-l Exposition bears the name of Dawes — it may be some of you have heard of

him. I worked with him and in spite of him for about twenty years. He
described me once in a letter as his friend and business associate.

I think that Colonel Knox will enjoy with the rest of you a story about these
Dawes. A few years ago, one of the banks experienced difficulty. The other banks
came together and decided to absorb this bank. They applied to the Federal Court
for designation of men as receivers, and it worked out that the men interested in the
Trust Department had Rufus Dawes appointed receiver for the Trust Department,
the Commercial Banking Section had Henry Dawes appointed receiver for the Com-
mercial Section. The Securities Section, by some curious arrangement, had Charles
Dawes named receiver for that Section. The judge knew these Dawes brothers very
well, and said- “*Dawes! Dawes! Dawes!"" “Isn't there a very great deal of Dawes in
this movement — are you Dawes related to each other?” At that General Dawes
arose and said: “If it pleases the court, we are brothers and friends.”

Now, the Exposition is in reality very largely the product of Rufus Dawes, but
very substantially supported by Charles Dawes. Along with them goes 2 man named
Peterson, who kept the project alive when it did not seem possible that the Fair
could be run. They made me assistant to the President, and Lohr, manager. On the
shoulders of these five have fallen the burdens of this Exposition. If you took the
burdens from all the four others’ shoulders they would not weigh as much as Rufus
Dawes has carried alone, The Exposition is the product of his capability, and it has
every now and then the quirk of genius. We set out to have a counterpoise for the
evil name of Chicago, and decided we would undertake deliberately so to render a
great service to humanity that would start a wave of thinking around the world:
Why that cannot possibly be the Chicago we have heard so much about!

We regarded the Progress of a Century as reflected primarily in living conditions.
We perceived that these changes had arisen out of the administrations of science.
Now, we were perfectly aware — Mr. Dawes and I, six years ago in a talk in his
library — that if we adopted a science theme there would be a part of the population,
which in my opinion is always given an importance far beyond its deservance, which
would disapprove. If you would ask the newspapers, they would say: '“We have to
give the people what they want ' The radio is just now encountering the same general
decline — down-down-down — justifying themselves by saying: '“We have to give
the people what they want.” What the people want, and what they think they want
may not be the same thing. And, again, there are certain things like blue and
souffles, et cetera, that we may all enjoy a little, but as a steady diet would satiate us
as well as other people.

Now to follow this out, I will give you an illustration recently employed in an
enormous company of engineers, that they might understand how we went about
this science theme. I mentioned a number of the greatest newspapers in the country
— among them the Chicago Daily News, Indianapolis Evening News, Kansas City
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Star, and Chicago Tribune — and I defied them to set that bunch of newspapers up
and match them with four times that number of newspapers of the type which are
constantly trying to find out what the people want and give it to them. Every one of
those newspapers that T mentioned is recognizable from its appearance as not making
the type of concessions which the jazzy, razzy, yellow newspaper, produced in the
last fifteen years, is attempting to make, and I digress from my material long enough
to say this: I can well understand why a newspaper or a World's Fair, or a library,
should make a compromise with public opinion, but I must say I am contemptuous
when they rush forward with eagerness to make the concession,

Therefore, when we were confronted with the responsibility of determining the
theme, and realized that the word ‘‘science’’ would by popular vote have the effect
of drawing a curtain down, we did a very interesting thing. We said it is not true.
There is in our population's minds now a new kind of interest in science. More than
that, something has been happening to the organized society of America, change in
individuals, change in teaching methods in the public schools. On that reason alone,
we dared to presume that if we could make science interesting, we could arouse the
responsiveness of the people who wanted to be interested in science. Of course, the
after-side is much pleasanter than the fore-side. Today with 20,136,000 of paid ad-
missions, we can afford to say: ‘“‘ We told you.”” And they have come, not to see Sally
Rand with or without her fan! How do we know? We know very clearly, because we
have no building on the ground which has held so many persons as the Hall of Sci-
ence. I venture to hope that perhaps some of you may see it a little more clearly
through our experience.

A committee of men, members of a Board of Trustees of an expensive boys’ school,
brought their sons to see me. We set up before them a piece of apparatus representing
Faraday's epoch-making discovery that electric magnetism could be created by in-
duction. What we have are two semi-circular pieces of steel, one has a wire wound
around it, When you put the two of them together, nothing happens, but when you
convert the top piece into a magnet and put them together, they cling together. That
piece of apparatus represents the father and grandfather of every motor and genera-
tor in the world. One of the men said to me: ' Pretty good, but why have it? I sup-

pose in the library of this school they have that sort of thing. That is text book,

material, not for the public.” Then there crowded in between him and me, alittle round-
faced rosy-cheeked boy (and for reasons of my own | have a special interest in little
round-faced rosy-cheeked boys) who said: “ Dad, you don't get it. See that wire, the
motor winds some here, and shoves it through here, then winds some wire here, and
when you touch the button it pulls the first bunch of wire up to the top; then the
next thing you know you have a motor.” He was started on a new phase of discovery.

We called Superintendent Bogan in. He said: ‘I think you took something live.
We will send a lot of children here to see what happens.” They came in buses day
after day, 361,000 of them, and when they went away, we knew our lesson. It did not
make any difference whether others were interested in our science theme; they could
understand it. The children of America spoke the language of our displays and
wanted to see them.

If you go over there into the Hall of Science, or the Electrical Building, or certain
sections of the Federal Building, or General Exhibits Group, you will see a certain
type of person with a notebook (1 suppose there must be 10 or 12 who work on the
grounds at this hour), making little drawings. They are the agents of text book pub-
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lishers, and they are making drawings of our apparatus. These drawings are the
channels through which the Century of Progress is enjoying the usefulness of ele-
mentary text books on science for tomorrow.

The Exposition, so far as the science theme is concerned, is an approximate suc-
cess. However, it is full of holes. No one could be better aware of that than Mr.
Dawes, or Frank Jeweh, or Dr. Henry Crew in charge of them. We are just as aware

. of it as we could be, but we do not expect you to be aware of it. The marvel is not

that anything is left out, but that anything is put in, because after a time all of our
money was taken away. We had more than $200,000 to build the Science Section;
we took all that away but $86,000. Then we took that away, Dr. Crew might have
done what a strong man would have done, and said: *‘I can’t make an exhibit without
money.” But he belongs to the interesting group of men who think professionally,
and it includes a lot besides scientists; it includes librarians and newspaper editors.
He sat down to do his task with what he had. Then he developed what will never
appear in the history of the {air. We would call over the Research Director and Execu-
tive Vice-President and one or two officials of a great corporation, say, for instance,
the Carbon and Carbide Company, give them a luncheon and tell them the science
theme of the Fair. They would be interested, and after a while one of them would
say: ““What are you going to show about Carbon and Carbide?"" He would ponder a
while and say: ‘' Not very much, because we haven't any money.” He would be so
burdened down with regret that the research man would say: ‘' But, we have to have
something in the Fair! Why can’t we get up an exhibit that will deal with the thing
Dr. Crew has in mind? "’ 90 percent of the things over there are provided by corpora-
tions.

Again, we had the main building for our science exhibits and we ran out of money
to buy them, and money to buy any more material. After a little time we discovered
that for 85 pieces of apparatus, costing a total of about $45,000, we had spent our
$31,000 or $32,000 and the apparatus was not finished, and would cost us $10,000
ar $11,000 more to finish. We offered to sell the apparatus to the Rosenwald Museum
and they agreed to buy $45,000 worth of apparatus for $10,000 in cash. It was worth
a whole lot to us to think of this collection of demonstrations, new to the understand-
ing of mankind, continuing in the Rosenwald Museum when we are finished.

If it was difficult to get money for science, it was impossible to get money for social
science. We found no difficulty through the American College of Surgeons in accumu-
lating such a display of the teachings of science on physical health as never before
conceived. If you had a month you could spend all of it in those two organizations’
exhibits — Hopkins, and Gibbons from London. When we came to the Social Sci-
ence, we had nobody to whom we could go and say different Boards of Health had
done this. There came to us from the Campus of the University to the south — as Dr.
Crew had come from Northwestern — Fay Cooper Kohl, from Chicago, and without
a single dollar this man went out alone and created what you see in the Hall of Social
Science, and what you see there is what no other group had seen in other years: The
social conditions in 1833 and their counterpart in 1933. I speak of only one part, and
that is the church of 1833 and the church of 1933. In 1833 it was a little wooden
building, all of the seats taken, with the preacher seeing to it that everybody was
wrought up to a great pitch of mental devotion. The church of 1933 is a notable thing,
with 200 pews, with about 12 persons present. The preacher, instead of saying:
“You know you stole that money — thou shalt not steal,” is preaching through a


































































