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because capital bad been depleted by the
enormous and wasteful expenditures of gov-
ernments.

Ail this may be summed up in the one
word, "maladjustmenta." Accordingly, the
period of depression in which we now find
ourselves is necessary to correct these mal-
adjustments. We are atoning for past eco-
nomic sins; paying up past debts; liquidating
frozen boans. We have had over-production,
and are now readjusting production ta con-
sumuption. Prices of many commodities, such
as copper, cotton, wheat, and wool, were in-
fiated. They are now being deflated. First
the prices of raw materiais and of many farm
products were too high in comparison witb the
prices of manufactured products. Now most
raw materials are unduly low in comparison
with finished products, and farm. products
have fallen mucb below average in com-
parison with most manufactured goods. In
general, retail prices have failed ta come down
in proportion ta wholesale prices, and the
cost of living is stili higb in comparison with
the prices whicb the producer gets for his
products at wholesale. This is the custama.ry
Iag, due ta the effort of the retailer ta limit
bis lasses.

These price maladjustments must be cor-
rected before we can expect a resumption of
normal business. Business consists in buying
and seliing, and as long as markets are flot in
normal adjustment and we bave in prospect
declining prices for finisbed products and com-
modities sold at retail, business will remain
backward.

Ail titis is nothing new. We bave passed
tbrougb other 'new eras," as in 1907, 18M and
1873, wbich are quite comparable with the
present one. The difference is mereiy a
matter of degree.

It is discouraging, bowever, ta find that we
have not profited by these past experiences.
In most major panics there bave been the
same efforts ta talk ourselves out of a bad
situation. The "sunsbine" clubs and "business
as usual" movements of the past, in spite of
their futility, bave been ail too mucit in
evidenoe during the past two years. And the
same may be said of the attempts ta remedy
the excesses of inflation by more inflation and
"credit injections."

In times of depression the body politic be-
cames infected with social parasites and other
harmful organisms. To-day we are threatened
with socialism in variaus forms; we also find
numerous well meaming panacea chasers wbo
think that business can be stimulated by some
scbemes known ta themselves, without the
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necessity of correcting the fundamental mal-
adjustmenta which afilict us.

Especially should we be on our guard
against the insidious workings of inflation and
the dole system. This hegins with proposais
to spend bundreds of millions of dollars for
public works solely for the purpose of giving
employment. It includes the idea that pay-
ing high wages will make business good, wbich
if pushed to its logical conclusion would lead
is actually to raise wages regardless of the
productivity of labour or the earnings of
ousiness. Then there is the proposai for a
vast system of unemployment insurance to be
supported by the Government. Ail these
schemes are in the last analysis only an
attempt ta beat the game. They do not
alter the fundamental conditions. They al
involve increasing the burden of taxes, and
they ail mean taking money from one class
to give it ta another.

It is time for us to take stock of our situa-
tion. We sbould make studies of the causes
whicb led up to the crisis, in order that we
may prevent, or modify, such a deveIopment
in the future. We sbould learn and record
for the benefit of the next generation the
futility of farmn boards. untimely credit injec-
tions, artificially maintained wage rates,
optimistic propaganda, and the like. We
should carefully note what measures and ad-
justments prove helpful.

A certain amount of natural relief bas
already taken place, and there is evidence
that the period of correction and adjustment
is weli under way. On ail sides we see in-
competent management failing; we find the
least efficient labourers forced ta seek new
jobs or temporarily out of work; we find
economies of ail sorts being adopted. Many
men, drawn away from the farms during and
after the War, have returned to the farms,
wbere tbey can at least live a beaithy life
and be free from want. The production in
some industries is exceeding the production
for the preceding year, and industry by in-
dustry, recoveries will be made on normal
lines.

The sound methods of procedure which
may be adopted for the purpose of facilitat-
ing business recovery would seem to be as
follows:

1. Encourage the prompt and tborougb cor-
rection of the existing maladjustments, par-
ticularly those which, stili exist among com-
modity prices.

2. Actively promote economy so that ex-
penses may be reduced to a minimum and a
profitable condition be restored; even, if
necessary, as low as pre-war price levels.


