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COEFFICIENTS OF FLEXIBILITY OF VALUES FOR VARIOUS COMMODITIES
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- light upon business jgycles as well as upon the laws
of value, prices, and so forth.

While I-do not wish to hold -out false hopes, it
is at least possible that these efforts when com-
bined with those of other workers in the field may
help to furnish business men and the public with
tables showing the approximate flexibilities of
value and elasticities of demand for most of the
principal commodities. If and when this is done,
business and social policy tld be more intelli-
gent, and economics may becobme less of an art
and more of a science. :

v

We may perhaps admit this in a general way
and still be somewhat uncertain as to the precise
light which will be thrown upon the problems of
industrial’ displacement. Whether an industry is
. prospering as compared with its fellow will depend
upon a: double relationship: (1) the relationship
between the rate of change in the physical production
of each commodity and the rate of change in the pro-

duction of all commodities and sefvices, and (2) the
if‘e]atlonship between the relative flexibilities of value
of each commodity and the average flexibility of value

for all commodities. This average would seem on
a priori grounds to be unity or 1.0, and one of the
by-products of the investigation which I am carry-
ing on is to determine as closely as possible what
this average is. A fair generalized statement of
‘what these results are likely to be is:

1. If the flexibility of value through time of the
commodity is itself approximately unity, then it
will continue to obtain approximately the same
slice of the national income and there will be little
relative displacement of labor. The industry will
hold its own with little growth (aside from that
furnished by the general expansion of industry)
and with little decay.

2. If the flexibility of value through time is
greater than unity then the following results may
occur.

a. If the increase in the physical productivity
of the commodity is greater than the increase in
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all commodities (or in the case of a decrease, if
it is less) the fall in unit values will be greater
than the relative increase in physical quantities,
and the total fraction of the national income which
the commodity forms will dirhinish. The annual
income’ of the workers in the industry will fall,
therefore, in relation to the general average of
workers, and, labor will flow out of the industry.
Similarly the rate of return to capital will be
lower than in industry as a whole and the capital
investment will slowly diminish.

b. If the rate of change in the physical product

s approximately the same as that for all commod-

ities, then there will still be a fall in the unit values
of the commodity because these added units of
goods will appear at a lower point on the demand .
curve than is the case with the average for other
commodities. The result will be a fall in the share
of the national income possessed by this commod-
ity and consequently a transfer of labor and of

. capital.

c. If the rate of increase is less than that for

all commodities (or in the case of a decrease, if
it is greater), then the unit values of the commod-
ity will increase. If the flexibility is greater than
unity in the case of relative decreases in quantity
"as well as in relative increases, then this rise in
unit values. will more than offset the greater rela-
tive scantiness of the product. The result will be
a larger share of the national income and a flow
of labor and capital toward the industry in ques-
tion, until the balahce is re-established. -

3. If; however, the flexibility of value through .
time is less than unity, then the following results
may occur.

a. If the rate of increase in the physical quan-
tity of a commodity is greater than the average,
the fall in unit value will not be enough to com-
pensate for this greater increase in quantity, with
the result that the share which it forms of the
national income will increase. The relative amount

. of capital invested in the industry will therefore
increase as will the numbers employed. This—
added to the increasing delight of the American people
in open-air locomotion—has been a reason for the
increase in the numbers employed in the auto-
mobile 2nd rubber industries.

b. If the rate of change in ‘the production of

the commodity is approximately equal to that of

"This may not be so. S
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all commodities, then there will be a tendency for
the unit value of the commodity to rise, and there_—
fore for more labor and capital to come into the
industry. ' . -

c. If, on the other hand, the rate of increase
in the quantity of tt{z commodity is less than that
of all commodities (or in the case of a decrease,
if it is greater) then the rise in unit values will .
not be enough (assuming the flexibility is the same
when there is a relative decrease as when there is.l
a relative increase) to offset the relative decline
in quantity, and as a result the commodity will
form a smaller share of the national income. There
will thus be a displacement of labor and ah out-
ward flow of capital. :

While we shall know much more about these
problems.when we have charted our rates of growth
and computed our flexibilities of value, this anal-
ysis should help us to make some predictions as
to the future course of some industries. Wheat,
cotton and coal all seem to have relatively high
flexibilities of value, and great improvements in
production are now taking place in all three. I
think it is safe, therefore, to predict that their long-
run prices will ‘continue to fall relative to the
general price level by amounts which will more
than offset their increase in production. I am
inclined to believe, therefore, that the displacement
of labor which is now taking place on a consider-
able scale in these industries will continue and
that, in consequence, we may expect a continu-
ation of the migration from the farms to the cities.
I am inclined to believe that the same will hold
true in the case of corn, etc. On the other hand,
we may expect a continued growth in the num-
bers employed in the services, the demand for
which seems to be very elastic.

Discussion

Elizabeth F. Baker." Professor Douglas, as usual,
has given us two years’ instead of two hours’ worth
of food for thinking. His statistical courage never
fails to be heartening. We who struggle among de-
tails get a sense of seeing a deliverer sail along on a
magic carpet to light on firm ground beyond us, wbere
troubles such as ours do not exist.

TAssistant Professor of Economics, Barnard College, New
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