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AMERICA SPENDS  $3,500,000,000
YEARLY ON PUBLIC WORKS

Governmental Construction of All Kinds
Constitutes Between 35 and 40
Per Cent of All Construction

TOTAL EXPENDITURES ANALYZED

Stabilization Propesals Discussed in Report
of Commiittee of President’s Conference—
Based on Fact-Finding Survey Made by
National Bureau of Economic Research,
Inc.

of all construction both public and private in the

United States, and in 1928 and 1929 amounted to
roughly $3,500,000,000 a year, having risen to this level
from somewhat less than two billions in 1928, according to
the results of a survey made by the National Bureau
of Economic Research, Inc., for the Committee on Recent
Economic Changes, of the President’s Conference on Un-
employment. .

This survey immediately in charge of Dr. Leo Wolman,
of the National Bureau’s Research Staff, under the general
direction of Drs. Edwin F. Gay and Wesley C. Mitchell,
directors of research, furnishes the factual basis of a
report and recommendations for the planning and control
of public works as a stabilizing factor made by the Com-
mittee of which Arch W. Shaw, of Chicago and New York,
is chairman. ’

The complete text of the National Bureau’s fact-finding
survey and the report of the Committee are being issued
in a bound volume of 300 pages by the National Bureau of
Economic Research, entitled Planning and Control of Pub-
lic Works. - :

“The largest single category of public construction is
road building,” says the National Bureau’s report. “Road
building in 1928 accounted for an expenditure of more
than one and one half billion dollars.

Tweniy Per Cent Spent in New York State

“Qutlays by the federal government on public works are
less than ten per cent of the total in the country. The
federal government and all governments within the
geographical area of New York State together account
in recent years for 20 per cent of the total expenditures
on public construction in this country.

“This proportion will probably be exceeded during 1930
because of the increased budgets of the federal govern-
ment, and of the governments of New York City and New
York State.

“Of the outlays of the federal government on public
works more than a third is spent on public roads and

more than one-half on roads and ship building.

PUBLIC works constitute between 35 and 40 per cent

ESTIMATED TOTAL VOLUME OF PUBLIC AND
PRIVATE CONSTRUCTION IN THE UNITED
STATES, 1923-1928.
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“The leading expenditures of state governments are on
road building, the elimination of grade crossings, and on
public buildings.

“American municipalities spend their appropriations
for permanent improvements largely for improving the
facilities of transportation, in the form of expenditures
for subways, bridges, viaducts, street extensions and
widening; on public buildings, largely schools and hospi-
tals; and on improving the facilities of water supply and
sewage disposal.”

Behind in Immprovement Programs

The National Bureau’s report points out that while
it is impossible to make a statistical estimate of the
probable expenditures on public works in the next years,
it is clear that the principal spending agencies are behind
in their programs of permanent improvements. The
future programs . of American governments reflect the
pressing physical requirements of our communities and
their rising standards of living. Except in the case of
communities whose growth has stopped or whose rate of
growth has been retarded, the problems of traffic conges-

tion, or water supply and sewage disposal, and of ade-
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HE National Bureau of Economic Research, Incor-

porated, was organized in 1920 in response o &

growing demand for exact and impartial determina-

tion of the facts bearing upon economic, social, and
industrial problems.

The Bureau seeks not merely to determine facts, but to
determine them under such auspices as shall make ite
findings carry conviction to Liberals and Conservatives alike.
It deals orly with topics of national importance which are
susceptible of quantitative treatment.

By issuing its findings in the form of fact reports, entirely
divorced from propaganda, the Bureau hopes to aid all
thoughtful men, however divergent their views of public
policy, to base their discussions upon objective knowledge
as distinguished from subjective opinion.

No report of the Research Staff may be published without
the approval of the Board of Directors. Rigid provisions
guard the Bureau from becoming a source of profit to its
members, directors or officers, and from becoming an agency
for propaganda.

The Bureau assumes no obligation to present or future
contributors, except to determine and publish facts.
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America Spends $3,500,000,000
Yearly on Public Works

(Continued from page 1)

quate hospital and school facilities appear to impose on
American governments programs requiring mounting out-
lays for those purposes in the future.

Constitutional limitations on the public debt and the
burden of a rising tax rate are the most serious limiting
factors on the uninterrupted rise in appropriations for
public works. All local governments are limited by con-
stitutional provision in their power to incur debt. In
general, debt-incurring power is fixed by the relation be-
tween the outstanding debt and the assessed valuation of
property.

Since 1919, it would appear that the tax rate and the
per capita debt burden has increased more rapidly than
the assessed valuation of property. Sample studies of the
margins of unused debt power, however, indicate that the
bulk of American governments were not in 1928 and 1929,
at least, in a state of financial embarrassment, because of
the operations of these constitutional limitations, A not
inconsiderable factor in the situation has been the crea-
tion of quasi-public authorities, such as the Port of New
York Authority, empowered to borrow without involving
the credit of the government and to initiate and operate
public works.”

Public Financing and the Money Market

How the volume of the public debt is affected by changes
in the money market, is explained in the National Bu-
reaw’s report. Continuing, the report says in part:

“The disorganized state of the money market during the
war, for instance, produced a marked drop in the flotation
of public bond issues. During a period of extreme strin-
gency, like that prevailing in 1928 and 1929, governments
reduced their issues and for pressing needs resorted to the
use of short term issues and to temporary drafts on their
current revenue. Thus the total of municipal loans for
new financing dropped from $1,150,000,000 in the first
nine months of 1927, to $962,000,000 in 1928, and to $918,-
000,000 in 1929. With the easing of money rates at the
close of 1929, there was a sharp rise of municipal issues
in DPecember 1929, bringing the total for that month above
the total for any December since 1920, excepting 1921,

“The very large number of agencies concerned with the
planning, initiation and execution of public works in this
country present obvious problems in the control of these
operations. The impression of confusion that arises out
of the detailed consideration of the expenditures of the
many governments of the country is clearly exaggerated,
since the total construction output of American govern-
ments is $3,600,000,000 or the equivalent of the value
product of any vast competitive industry. The fact of
the multiplicity of public planning and administrative
agencies, nevertheless, remains. But the influence of this
factor can be measurably reduced in proportion as our
public economies are placed on sounder foundations.

Possibility of Accelerating Programs

“Where, in other words, the dictates of efficient govern-
ment have led to the use of adequate budgets, and the
planning of expenditures over a series of years, it would
appear to be possible to use the machinery so set up for
the purposes of accelerating public works when such a
program is deemed necessary.

“The existence of future five or ten-year programs of
public projects, as in the éases of Cincinnati and Detroit,
or in the building of subways and water supply systems
in New York City, has created the requisite machinery of
control.

“In general, the activities of city and regional planning
commissions, of bureaus of municipal research, and of
voluntary conference committees such as exist in Roch-
ester and Philadelphia, or an agency like that recently
created by the Governor of New York State, have hastened
the prospects for future planning and control.
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“A factor in the planning and control of public works
is their high degree of seasonal variation, which, if it
were found to be unavoidable, might prevent a substantial
increase in the volume of such undertakings during the
winter months. A study of the seasonal variations in
various types of construction contracts from 1919 to 1928
discloses the widest variations among contracts for publie
works and public utilities. Results arrived at by com-
paring the average deviation of the seasonal index from
100 and the range from the lowest to the highest months,
for the various groups of construction contracts are
shown in the following tabulation:*

Average
Series Deviation Range

Total Contracts, All groups . _ 15.2 58
Residential 11.8 49
Commercial 12,5 40
Industrial 13.8 60

Public Works and Public
Utilities 25.6 84

1Taken from the unpublished data of Wesley C. Mitchell and Simon
Kuznets, National Bureau of Economic Research.

“The greater seasonal variability in the last series
may well be due, in part at least, to the large proportion
of public expenditures that is used in the construetion of
highways, where improved practices and better planning
may in the future reduce these ranges as they have been
reduced in many other types of construction.

Proposed Controls Discussed

“On the question of the uses of proposed controls over
public construction, the prevailing theories show the un-
certainties characteristic of many of our explanations of
basic economic problems. . The increase in the volume of
public works as a direct solution of the unemployment
problem has historically proved a failure. This method
has failed to absorb a substantial proportion of the unem-
ployed; it has led to the undertaking of works not really
required by the government; and to great wastes in the
administration of the job.

“The method of the ‘prosperity reserve’ involving as it
does the retardation of public works, has produced further
difficulties. In many periods public construction is subject
to natural retardations due to money stringency, a tight
labor market, the rising cost of materials, or like factors.
The bulk of American governments also would seem to
be far behind in their programs for meeting the physical
necessities of the situation.

“Retardation would, therefore, meet with resistance on
the part of public officials. The most feasible form of
control, consequently, appears to be that of the temporary
acceleration of works already projected. The effective
achievement of this goal depends, in turn, on the progres-
give t1mprovement in the management of our many govern-
ments.

Problem of Timing

“Where, then, these procedures for control have become
available, acceleration in the program of public construe-
tion may be regarded as a practicable measure. In the
administration of such control, the crucial problem is
obviously that of properly timing the increase in public
expenditures. The profound significance of the time ele-
ment is revealed in an analysis of the fluctuations in con-
tracts awarded for public works and public utilities as
compared with the movement of contracts awarded for
other types of construction as well as with fluctuations in
general business conditions in the country. This study,
made by Wesley C. Mitchell and Simon Kuznets of the
National Bureau of Economic Research, appears to show
that, in the period from 1919 to 1924, contracts awarded
for public works and public utilities were not highly sen-
sitive to cyclical movements in business. Thus, in the
cyg:l_e_ 1919-1921 contracts for public works and public
utilities turned down at recession, and continued to decline
all the way through the revival of the next cycle. But of

CONSTRUCTION CONTRACTS AWARDEDY IN THE FIRST
FOUR MONTHS OF 19290 AND 1930*

First Four MONTHS
IPER CE(NT

GENERAL CLASS nerease +)

1929 1930 o

(In thousands}|{In thousands) DECREASE (—)
Commercial buildings.. . $322,215 $277,108 — 14.0
Industrial buildings. . . 243,268 184,219 — 24.38

Educational buildings. . 107,703 110,754 4 2.

Hospitals and institutions. — 29,565 65,237 +120.7
Public buildings. 49,125 43,735 — I1.0
Religious and memorial buildings.. 28,106 34,043 + 21.1
Social and recreational projects... 48,909 45,899 — 6.2
Total non-residential buildings..... $828,893 $761,085 — 8.2
Total residential buildings........ 721,247 366,029 — 49.3
Total buildings ... $1,550,140 | $1,127,114 | — 27.3
Public works and utilities ... 347,750 452,910 + 30.2
Totalconstruction ($5,c00andup)} $1,897,800 $1,580,024 — 16.7

Source: F. W. Dodge Corporation, Statistical Division.
* The data cover 37 states.

the other groups, residential, commercial and industrial
building, only industrial contracts showed the same type
of behavior, although they ceased declining during the last
period of business contraction. Again in the cycle, 1921~
1924, public works and utilities began to decline early and
continued to decline mildly through the first phase of the
next revival. In this cycle, both commercial and residen-
tial building revived earlier. During the eycle 1924-1927,
however, when there had been a large and persistent
increase in the volume of public works, the revival of pub-
lic works and utilities preceded the revival of general
business.

“From this tentative analysis it is clear that the proper
timing of expansions in public construction programs may
well have palpable effects on the course of general busi-
ness. The experience of the winter of 1929-1930 affords
some evidence also that it is possible to overcome ad-
ministrative difficulties, to accelerate projects already
planned, and to hasten the planning and execution of new
ones. In the operations of the departments of the federal
government, there are many illustrations of changes in
procedure that have advanced construction considerably
ahead of the normal schedule. Thus the Supervising
Architect of the Treasury Department has increased his
staff of architects, engineers, and draftsmen to facilitate
the program of public building. It is estimated that
federal expenditures for buildings and ground improve-
ments, which amounted to $31,000,000 in 1928 and $45,-
000,000 in 1929, will have increased in 1930 to roughly
$65,000,000. The Department of Justice has been en-
gaged in facilitating the clearing of titles to sites for
government buildings and in expediting condemnation
proceedings, with the result of a substantial increase in
the number of condemnations. The Veterans’ Bureau
called for bids on hospitals earlier than had been origi-
nally planned. The Secretary of Agriculture made allot-
ments of Federal Aid Highway funds to the states several
weeks earlier than usual. By legislative enactment, the
Federal Aid Highway funds were increased from $75,-
000,000 to $125,000,000 a year during 1931, 1932 and 1933.

“No satisfactory appraisal of the effects of various mea-
sures of acceleration can be made until some months
after the close of 1930, when the statistical record of the
whole of that year will have become available. The latest
figures to be had as the report passes through the press
cover only the first four months of 1930. In comparison
with the first four months of 1929, these figures show an
increase of thirty per cent in the contracts awarded for
public works and utilities. During this same period all
other types of construction showed a decline of twenty-
seven per cent, residential building being the principal
factor in the decrease.”
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Midyear Finds Bureau With Four
1930 Studies Completed; Eleven
Others Under Way

Since the first of the year the National Bureau of
Economic Research has published the results of three
scientific investigations in book form, has sent to the
printer completed manuseript for a fourth publication,
and is prosecuting as rapidly as scientific thoroughness
permits eleven other studies.

Books published in the first half of the year are:
The Notional Income and Its Purchasing Power.

Corporation Contributions to Orgamized Community
Welfare Services.

Planning and Control of Public Works.

In the hands of the printer, for publication in the early
fall is the completed manuseript of Volume II of Inter-
national Migrations. In this volume, a group of dis-
tinguished students of population and migration will
analyze and interpret statistics collected by Dr. Imre
Ferenczi, of the International Labour Office, and published
last summer by the National Bureau.

Carrying forward and supplementing material sum-
marized in Recent Economic Changes in the United States,
which was published by the National Bureau in the spring
of 1929, Professor Frederick C. Mills of the National
Bureau’s Research staff is engaged upon a study of In-
ternational Economic Tendencies. This will cover the pre-
war years 1901-1913 and the post-war years 1922-1929 in
four countries, the United States, Great Britain, Germany
and France. Subjects that will be covered are: growth
of population, supply and cost both of capital and of
credit, profits, the technical equipment of industry and
the physical volume of production, volume of trade, whole-
sale and refail prices, employment, unemployment and
wages. This investigation is expected to show the diree-
tion, rate and stability of changes in the various economic
activities and will compare the movement of different
economic elements in the periods and countries studied.

Investigations Under Way

Among the other investigations being carried on by the
members of the Research staff of the National Bureau
are the following:

Sickness Insurance in the United States;

Interest Rates since 1857;

Wages and Labor Costs;

Prti_ces of Agricultural and non-agricultural commodi-

ies;

Unemployment in the United States;

Profits;

Productivity of Labor in Industry;

Mechanization of Industry;

Seasonal Variations in production, stocks, shipments

and orders.

In addition, Dr. Wesley C. Mitchell is continuing work
on the second volume of his treatise on Business Cycles,
and Dr, Willard L. Thorp is completing the editing of the
first volume of an encyclopaedia of statistical series.

HAVE WE YOUR CORRECT ADDRESS?

N order that your mailing address may be correctly
given on our mailing list, we ask you as a reader
of the News Bulletin to examine the enclosed post-
paid card, approve it or corrcet it, and mail it back
to us.

Reports of the National
Bureau of Economic Research

PLANNING AND CONTROL OF PUBLIC WORKS
300 pages, $3.00.

CORPORATION CONTRIBUTIONS TO ORGANIZED COM-
MUNITY WELFARE SERVICES
By Pierce Williams and Frederick E. Croxton. 347 pages;
16 charts; 68 tables, $3.

THE NATIONAL INCOME AND ITS PURCHASING POWER
By Willford I. King. 394 pages; 133 tables; 60 charts, $5.

INTERNATIONAL MIGRATIONS, VOL. 1, STATISTICS
Compiled by Imre Ferenczi of the International Labour Office,
Geneva, and edited by Walter F. Willcox for the National
Bureau of Economic Research. Fifty-one countries represented.
1,112 pages, $10.

RECENT ECONOMIC CHANGES
This is a report in two volumes giving the full details of a
pation-wide investigation made by the National Bureau of
Economic Research, Inc., for a Committee headed by President
Hoover, and including the Recommendations of this Committee,
based upon the factual material. Per Set, $7.50.

TRENDS IN PHILANTHROPY
By Willford 1. King
Gives figures for religious work, secular education, hospitals,
poor relief, care of delinquents, recreational activities, and
‘character building” organizations. Compares volume of giv-
ing with community wealth, 78 pages, a5 tables, 4 charts,
6x9 inches, Cloth $1.75.

BUSINESS CYCLES: THE PROBLEM AND ITS SETTING
By Wesley C. Mitchell

This book supersedes the author’s 1913 publication on Busi-
ness Cycles which was the standard work of its time. The
present volume brings up to date all the theories of business
cycles; shows how our modern business economy was evolved
and operates; elucidates the uses of statistics and business
annals and combines the results into a single wo'rkmg'con.cept
to guide practical policies as well as scientific investigations.
512 pages, $6.50.

BUSINESS ANNALS
By Willard L. Thorp and Wesley C. Mitchell
A descriptive summary, year by year, of business conditions
in United States, England and in fifteen other leading coun-
tries as far back as reliable data go. 384 pages, $4

MIGRATION AND BUSINESS CYCLES
By Harry Jerome
A statistical study of cycles in the supply of labor covering
a century of American experience. 256 pages, $3.50.

THE BEHAVIOR OF PRICES
By Frederick C. Mills
A pioneer study of the interrelations of commodity prices, in-
dividually and by groups. Contains many novel measures of
special interest to teachers of statistics, marketing and pur-
chasing executives, students of business cycles, and all who face
problems in price analysis. 598 pages, $7.
THE GROWTH OF AMERICAN TRADE UNIONS
By Leo Wolman
Results of a comprehensive investigation of trade union mem-
bership year by year for forty-four years. 170 pages, $3.

INCOME IN THE UNITED STATES, VOL. I
By Wesley C. Mitchell. Willford I. King, Frederick R.
Macaulay and Oswald W. Knauth
A summary of an investigation of the Amount and Distribu-
tion of Income in the United States, 1909-1919, for readers
who are primarily interested in the results. 152 pages, $1.58.

INCOME IN THE UNITED STATES, VOL. II
By Wesley C. Mitchell. Willford I. King, Frederick R.
Macaulay and Oswald W. Knauth

A report giving in full the methods and estimates on which
the results shown in Volume I are based. 440 pages, $s5.15.
INCOME IN THE VARIOUS STATES
By Maurice Leven and Willford 1. King

This volume gives the total and per capita income -carefully -
adjusted for every state. It shows the incomes of farmers,
wage earners and persons of large means, 306 pages, $5.

For prompt delivery, orders accompanied by remittance should be
sent directly to the

Nartionat. Bureau oF Economic ResearcH, INc.
5t Madison Avenue
New York
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