-

The Construction News •

29: 5-4 & 15 . September 23, 1963.

.a SPEC IAL REPORT _ _ _ _ __

The

Economic Role of

SAVINGS and CAPITAL GOODS
By DR. LUDWIG von MISES
DR. LUDWIG VON MISES is Visiting Professor of Eco·
nomics at New York University and a part·time adviser, consultant,
and staff member of the Foundation for Economic Education,
lrvington·on·Hudson, N.Y. The aboYe article appeared in the
August issue of the Foundation's monthly magazine, "The Freeman." Professor von Mises is, by general consent, the leading
exponent of the Austrian School of Economics-"an established
master of his suject, ranking among the greatest names in the
discipline." During the 19th Century, the Classical economist held
to the erroneous theory of value-a theory that said the value of
an economic good should be based on what it cost to produce it.
Karl Marx had extracted this false notion from the theories of

As the popular philosophy of the common
man sees it, human wealth and welfare are
the products of the cooperation of two primordial factors: nature and human labor. All
the things that enable man to live and to, enjoy life are supplied either by nature or by
work or by a combination of nature-given opportunities with human labor. As nature dispenses its gifts gratuitously, it follows that
all the final fruits of production, the consumers' goods, ought to be allotted exclusively to
the workers whose toil has created them.
But unfortunately in this sinful world conditions are different. There are "predatory"
classes of the "exploiters" who want to reap
although they have not sown. The landowners,

Forget the Phones? Not Me!
Your prospects really go for built-in
telephone facilities. It's an "extra" most
buyers want. And it costs you very
little.
Take advantage of Indiana Bell's
free Home Telephone Planning Service. Concealed phone wiring is a fea·
ture that helps you to sell houses.

Indiana Bell Telephone Co.
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Adam Smith and others and, as the labor theory of value, made
it the core of his system. The Austrian School, on the other hand,
in the final quarter of the 19th Century, showed this theory to be
untenable and advanced instead the free market or subjective or
maginal utility theory of value. "Consumers determine the prices,
according to their evaluation of an article as compared with other
goods, and the consequent decision to buy or to use a substitute."
This is held to be individual liberty in an economic aspect, and it
is the cornerstone of a free society. Freedom can be denied here
only by political intervention which, pursued to its logical con·
elusion, leads to Marxian collectivism.

the capitalists, and the entrepreneurs appropriate to themselves what by rights belongs
to the workers who have produced it. All
the evils of the world are the necessary effect
of this originary wrong.
Such are the ideas that dominate the
thinking of most of our contemporaries. The
socialists and the syndicalists conclude that
in order to render human affairs more satisfactory it is necessary to eliminate those
whom their jargon calls the "robber barons,"
i.e., the enterpreneurs, the capitalists, and
the landowners, entirely; the conduct of all
production affairs ought to be entrusted either
to the social apparatus of compulsion and
coercion, the state (in the Marxian terminology called Society), or to the men employed in the individual plants or branches of
production.
Other people are more considerate in their
reformist zeal. They do not intend to expropriate those whom they call the "leisure
class" entirely. They want only to take away
from them as much as is needed to bring
about "more equality" in the "distribution"
of wealth and income.
But both groups, the party of the thoroughgoing socialists and that of the more cautious
reformers, agree in the basic doctrine according to which profit and interest are "unearned" income, are therefore morally objectionable, are the cause of the misery of the
great majority of all honest workingmen and
their families, and ought to be sharply
curbed, if not entirely abolished, in a decent
and satisfactory organization of society.
Yet this whole interpretation of human
conditions is fallacious. The policies engendered by it are pernicious from whatever
point of view we may judge them. Western
civilization is doomed if we do not succeed
very soon in substituting reasonable methods

of dealing with economic problems for the
present disastrous methods.
Three Factors of Production
Mere work - that is, effort not guided by
a rational plan and not aided by the employment of tools and intermediary products brings about very little for the improvement
of the worker's condition. Such work is not a
specifically human device. It is what man
has in common with all other animals. It is
bestirring oneself instinctively and using
one's bare hands to gather whatever is eatable and drinkable that can be found and appropriated.

Physical exertion turns into a factor of
human production when it is directed by reason toward a definite end and employs tools
and previously produced intermediary products. Mind - reason - is the most important
equipment of man. In the human sphere, labor counts only as one item in a combination of natural resources, capital goods, and
labor; all these three factors are employed,
according to a definite plan devised by reason, for the attainment of an end chosen.
Labor, in the sense in which this term is used
in dealing with human affairs, is the only one
of several factors of production.
The establishment of this fact demolishes
entirely all the theses and claims of the popular doctrine of exploitation. Those saving
and thereby accumulating capital goods, and
those abstaining from the consumption of
previously accumulated capital goods, contribute their share to the outcome of the
processes of production. Equally indispensable in the conduct of affairs is the role played
by the human mind. Entrepreneurial judgment directs the toil of the workers and the
employment of the capital goods toward the
ultimate end of production, the best possible
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'Resources for the Future'
A $7 million grant to support programs of
research and education toward advancing the
development, conservation and use of natural
resources has been made by The Ford Foundation to Resources for the Future, Inc.
The grant brings to $16,922,000 the amount
allocated to R.F.F. since 1952, when it was
established with the cooperation of the Foundation.
In announcing the grant, Henry T. Heald,
president of the Ford Foundation, said: " The
task of making use of four natural resources
has been compounded by the accelerated
pace of scientific and technological advances,
our buregoning population, increased industrialization, and a fast-growing urbanization
of the land."
"Meanwhile," he added, older pressing
problems such as soil erosion, water shortages, and forest depletion remain with us and
in some instances have been intensified."
Noting that " our resources problems will n
be solved easily," Heald called for "furt er
knowledge and understanding upon whi
to
base fruitful conservation policies."
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About two years ago, the editor of a Middlewestern newspaper gave a speech before
an assembly of his fellow newsmen. The
speech has since been reprinted and repeated many times, each time with a slightly different title. The text of the speech, however,
has remained unchanged. It dealt with principles, and in it Mr. Jenkins Uoyd Jones asked the question: "Who Is Tampering With
the Soul of America?" He made the speech
to point up how far we Americans have
drifted from the principles which brought our
Nation greatness, and our people prosperity.
Principles are important to each of us.
They guide our destiny and are the hallmarks of good or bad conduct. They find
their foundations in what the philosophers
term "ethics." Ethical conduct, thus, is good
conduct. An "ethical" or "principled" man
is never found with feet of clay. <Diogenes,
alas, is probably on the um-teenth set of
candles for his lantern).
The Lord handed Moses a set of rules principles - on a tablet. They were 10 in
number. Mankind, how er, has since seen
fit to pass several mi on laws, each one of
which is merely a
nifestation of the original set of 10. In adition, practically every
religion in the orld embodies these selfsame " Com
dments."
Those of s who are fortunate enough to
live in the nit States similarly inherited a
set of p nciples from our forefathers . We
call the the Cons ·tution and Bill of Rights.
And i that docume which most of us hold
ar we find the e bodiment of the origset of tenable pos lations.
But it is at this june re that we note a
singular peculiarity about those principles.
They are not written in tcl-ms of "I" and
"You," but rather refer to •\ we" or "Us."
They do not favor one group or\.interest over
another. They speak instead in terms of the
individual's responsibility to under~tand, respect and uphold their teachings. Thus they
provide us with the fountainhead from\ which
\
individual freedom and dignity flow.
Nevertheless, for as long as man has had
government, and for as long as governments
(men) have written laws, one segment has
sought to outstrip another by having laws

enacted or resolutions passed which are essentially predicated on some selfish motive.
And each time this has been done, those who
succeed - and those who have followed have had to live with what came to pass.
Management today is suffering from illadvised and badly formulated laws which
came as an outgrowth of transgressions made
against the laboring man. Now the pendulum
has swung to the other side, and loud voices
are being raised in Congress, and elsewhere,
pointing to transgressions which are being
made by labor and by the Federal Government as well. More laws are being called
for, more resolutions are being drafted, and
more adjudications are being made. Each
time, however, the noose is drawn tighter
around our collective necks.
For example, consider the spiral of restrictive or " prohibitive" legislation that
evolved from the original Wagner Act. This
act established the so-called "closed shop."
When this produced gross inequities resulting in a clamour for more "liberalization,"
there followed the Taft-Hartley Act which
abolished the closed shop and replaced it with
the "union shop." At the same time, however, Taft-Hartley opened the door for the
various states to enact " right-to-work" laws.
Countering this, the unions came up with
the "Agency Shop." Now we find moves within the states to pass legislation making the
agency shop illegal. In other words, because
the labor unions and the early legislators refused to adhere to the basic principle that a
working man is entitled to a job whether or
not he wants to belong to a union, we have
had a pyramiding of laws and restrictions
which have served to create problems rather
than solve them. We are now struck with a
maze of complex and oftentimes inequitable
laws which tend to restrict progress rather
than further it.
Whenever men of good intention meet, discuss, and call for legislation, they should
ever be mindful of the fact that men are not
infallible, and that the laws they make are
even less so. It is from this realization that
the question arises : When we shackle one
segment and thus violate a basic principle,
are we not in some measure forging the
bonds which some day will bind us as well?

HESTON CONCRETE COMPANY
Division of SHUMAKER BROTHERS INDUSTRIES, Inc.
CONCRETE FOR EVERY PURPOSE- NO JOB TOO SMALL- NONE TOO LARGE
Administrative Office-ME 9·3441
Order Dept. ME 2·7307
Southwest-1702 S. Reisner- PLANT LOCATIONS-Northeast-30th & Emerson
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___________________________ BUSINESS
DATES TO REMEMBER
Sept. 26-28 . . . . . . . . .
Oct. 3 . . . . . . . . . . . . . .

Oct. 15 ............
Oct. 17-18 ... . ......
Oct. 18-20 ..... . . . ..
Nov. 5 ........... .. .
Dec. 11-15 ... . .....

INDIANA AND LOCAL
Indiana Real Estate Association, 50th Golden Anniversary Convention, French Lick-Sheraton Hotel, French Lick, Ind.
Construction League Annual Fall Barbecue, Broadmoor Country
Club, Indianapolis. Social Hour begins at 4:30 P.M. CCDT>.
NATIONAL
NAHB Business Management Clinic, Kalamazoo, Mich.
National Construction Industry Research & Development Conference, Hall of Flags, National Chamber Building, 1615 H Street,
N.W., Washington, D.C.
Indiana Society of Architects; East-Central Region, AlA; Kentucky
Society of Architects Annual Convention, French Lick-Sheraton
Hotel, French Lick, Ind.
Conference on Schools and Urban Growth, National Housing Center, Washington, D.C.
NAHB Annual Convention-Exposition, Chicago, TIL

BIDS COMING DUE
Tues., Sept. 24 ..... St. Anthony Hospital (X-Ray & Admin. Depts.), Terre Haute, Ind.,
2:00 P.M., CDT.
Phi Kappa Psi Fraternity House, Wabash College, Crawfordsville,
Ind., 12 :00 Noon.
Thurs., Sept. 26 .... Elementary School (Addition), Aurora, Ind., 4:00P.M., EST.
Wed., Oct. 2 ..... . . . St. John's Lutheran Church, Tell City, Ind., 3:00 P.M., EST.
Thurs. , Oct. 3 ...... Logansport State Hospital (Modernization, Ward Bldg. 1 & 2), Logansport, Ind., 10: 30 A.M., EST.
Purdue University, Ross-Ade Stadium (Alterations), West Lafayette, Ind., 10:15 A.M., CST.
Wed., Oct. 9 . .... . . . Ball State Teachers College (Studebaker Residence Halls-East),
Muncie, Ind., 11:00 A.M., EST.
Thurs., Oct. 17 ..... Purdue University, Extension of Utility Distribution Systems-1963,
West Lafayette, Ind., 2:00 P.M. , CST.

LOW BIDS
WNDY Radio Station, Indianapolis, Ind.-General: Swiggett Construction Co., Indpls.

removal of what causes people to feel discontented and unhappy.
What distinguishes contemporary life in
the countries of Western civilization from
conditions as they prevailed in earlier ages
- and still exist for the greater number of
those living today - is not the changes in
the supply of labor and the skill of the workers and not the familiarity with the exploits
of pure science and their utilization by the
applied sciences, by technology. It is the
amount of capital accumulated. The issue has
been intentionally obscured by the verbiage
employed by the international and national
government agencies dealing with what is
called foreign aid for the underdeveloped
countries. What these poor countries need in
order to adopt the Western methods of mass
production for the satisfaction of the wants
of the masses is not information about a
"know how." There is no secrecy about technological methods. They are taught at the
technological schools and they are accurately
described in textbooks, manuals, and periodical magazines. There are many experienced
specialists available for the execution of
every project that one may find practicable
for these backward countries. What prevents
a country like India from adopting the AmerSEPTEMBER 23, 1963
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Purdue Grad Heads Bucyrus-Erie
SOUTH MILWAUKEE, Wise. - BucyrusErie Company has announced that its board
of directors elected Eugene P. Berg as Chairman, to fill the vacancy created earlier this
year by the death of Albert S. Puelicher.
Berg will also continue
as President and Chief
Executive Officer of
B-E, the world's largest crane and shovel
manufacturer.
The directors also
declared a r e g u I a r
quarterly dividend of
10 c e n t s per share,
payable October 1st to
shareholders of record
September lOth.
Berg joined BucyEUGENE P. BERG rus-Erie in 1960 as Executive Vice President,
was elected to the Board of Directors that
same year, and became President last December. He is an engineering graduate of
Purdue University, and holds a master's degree in business administration from the
University of Chicago. He is also a director
of Barber-Greene Co., Aurora, illinois.
FREEDOM OF CHOICE
Television permits you to be entertained
in your own living room by characters you
never would entertain in your own living
room.
English Digest

ican methods of industry is the paucity of
its supply of capital goods. As the Indian
government's confiscatory policies are deterring foreign capitalists from investing in
India and as its prosocialist bigotry sabotages domestic accumulation of captial, their
country depends on the alms that Western
nations are giving to it.
Consumers Direct the Use of Capital
Capital goods come into existence by saving. A part of the goods produced is withheld
from immediate consumption and employed
for processes the fruits of which will only
mature at a later date. All material civilization is based upon this "capitalistic" approach to the problems of production.
" Roundabout methods of production," as
Bohm-Bawerk called them, are chosen because they generate a higher output per unit
of input. Early man lived from hand to
mouth. Civilized man produces tools and intermediary products in the pursuit of longrange designs that finally bring forth results
which direct, less time-consuming methods
could never have attained or only with an incomparably higher expenditure of labor and
material factors.

McKINLEY

CLL:r:( FASCIA

(Continued on Page 15)
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GOVERNMENT _ __
Prequalification Forms Available
The House EnroUed Act No. 1180, Chapter
24, Acts of the General Assembly of 1963,
governs the qualification and classification
of all architects, engineers, architect-engineers, contractors and sub-contractors desiring to perform such professional services for
the State of Indiana. It is more commonly
referred to as the "Prequalification Act."
The "professional services" covered by
the Act are the preparation of drawings,
plans and specifications, and contractors and
sub-contractor desiring to bid for the performance of any contract or contracts for
the construction of buildings or other projects
for the State - excepting highways, bridges,
state colleges and universities in excess of
$10,000.
Those firms or individuals thus covered
by the Act must first make application to
the Division of Public Works of the Dept. of
Administration for qualification, using the
forms prescribed and furnished by the Div.
of Public Works. Separate and specific forms
are now available for architects, engineers
and contractors, and may be so ordered using the coupon provided at the bottom of this
page.

Another Upset
The lOth Court of Appeals has ruled that
an employer has a right to make a speech
telling employees that he is opposed to a
union. The NLRB, the Court held, can't use
such a speech as the basis for finding other
conduct was inspired by antiunion animus
and therefore illegal.

Patman's Bill

Need Some Prodding

Earlier this month, Rep. Wright Patman,
Chairman of the House Banking and Currency Committee, introduced a bill in the
House of Representatives intended to widen
the lending and investment powers of Federally-chartered Savings and Loans. Among
other things, the Patman Bill would permit
S&L's to finance new furniture along with a
new house in one big financing package.
LiHie Chance
Pundits offer little hope, however, for the
bill's passage at this time. Some see it as
a companion bill to be an Administrationsponsored measure to relax Federal restrictions on the lending abilities of national
banks. Both bills are scheduled for hearings
later in the Fall.

An advertising campaign to repeal the
expense account rules has been launched by
the National Restaurant Association. The
group hopes to raise $80 million for newspapaper ads in major cities urging a public letter-writing campaign in favor of repeal of
the new regulations. "We feel there is a
strong disposition on the part of Congress to
give us a new law," the association's Washington counsel said, "but they need some
prodding."

Other Provisions

The Patman legislation would permit Federal S&L's to make loans of up to 5% of their
assets on household furnishings and equipment. In addition it would:
1. Increase property improvement loan
ceilings from $3,500 to $5,000 ;
2. Permit up to 5% of assets in college
education loans;
3. Permit up to 5% of assets in loans on
mobile houses; and
4. Permit purchase of state and municipal
securities. Only U.S. securities may now be
purchased.
Relax Terms
The Administration's bill would liberalize
the terms for home mortgages of Federallychartered banks. It would permit them to
lend up to 80% of the value of the property
with 30 years to repay. Currently they may
lend only 75% of the value, with a 20-year
repayment period.
The Administration has also proposed a
raise from 10 to 20% the proportion of capital and surplus that a Federal bank can
lend to one customer.

Stuck on 5%

The FHA is tenaciously holding to its 5%
brokerage fee for the sale of acquired prop
erties despite suggestions by real estate
brokers that the fee be increased to 6%. The
real estate men contend that 6% is becoming
standard across the Nation.

AND
HOI/Siii'Oififlill
Let us help you with your plans

In Terms of National Interest
One of the NLRB's most outspoken critics
has introduced legislation <H.R. 8246) to
transfer jurisdiction over unfair labor practice cases to federal district courts. Rep.
Landrum <D-Ga.> told his colleagues that
" in terms of Congressional and public patience, in terms of the national interest, the
NLRB has passed the point of no return." Its
own history and its own decisions, he continued, " demonstrate its lack of fitness for any
judicial role. "
The measure would also eliminate the
NLRB general counsel and trial examiners.
EVEN TRADE

Oh, I think General de Gaulle will come
around to our way of thinking - that is, if
he wants the REAL Mona Lisa back.
Vaughn Meader

More 'Pork Barrel' Charges
Charges of " Pork Barrel" politics in the
public works program, raised in a recent issue of Life Magazine, have been labeled
"hogwash" by a 12-man, bipartisan group of
Congressmen. These lawmakers denounced
the story as inaccurate, biased and distorted,
and several even went so far as to argue that
a magazine which accepted the special benefits of second class mail rates was in a poor
position to complain about others getting government subsidies.
LOOK AT US NOW!
If Patrick Henry thought taxation without
representation was bad, he should see it
WITH.
Writers Forum

~-------------------------------------------------------------~
PUBLIC WORKS DIVISION
Dept. of Administration
510 Stale OHice Building
100 N. Senate Avenue
Indianapolis, Indiana 46204

Attn. :

Mr. Herbert D. Biddle, Auditor
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Intervention and Unemployment

The Economic Role
<Continued from Page 4)
Those saving - that is consuming less
than their share of the goods produced inaugurate progress toward general prosperity. For the seed they have sown enriches
not only themselves but also all other strata
of society.
It benefits the consumers. The capital
goods are for the owner a dead fund, a liability rather than an asset; if not used in production for the best possible and cheapest
provision of the people with the goods and
services they are asking for most urgently. In
the market economy the owners of capital
goods are forced to employ their property as
if it were entrusted to them by the consumers
under the stipulation to invest it in those
lines in which it best serves those consumers.
Virtually, the capitalists are mandataries of
the consumers, bound to comply with their
wishes.
In order to attend to the orders received
from the consumers, their real bosses, the
capitalists must either themselves proceed
to investment and the conduct of business or,
if they are not prepared for such entrepreneurial activity or distrust their own abilities,
hand over their funds to men whom they consider as better fitted for such a function.
Whatever alternative they may choose, the
supremacy of the consumers remains intact.
No matter what the financial structure of
the firm or company may be, the entrepreneur who operates with other peoples' money
depends no less on the market, that is, the
consumers, than the entrepreneur who fully
owns his outfit.
There is no other method to make wage
rates rise than by investing more capital
per worker. More investment of capital
means : to give to the laborer more efficient
tools. With the aid of better tools and machines, the quantity of the products increases
and their quality improves. As the employer
consequently will be in a position to obtain
from the consumers more for what the employee has produced in one hour of work, he
is able - and, by the competition of other
employers, forced - to pay a higher price for
the man's work.

'

As the labor union doctrine sees it, the
wage increases that they are obtaining by
what is euphemistically called "collective
bargaining" are not to burden the buyers of
the products but should be absorbed by the
employers. The latter should cut down what
in the eyes of the communists is called "unearned income," that is ,interest on the capital invested and the profits derived from ~me
cess in filling wants of the consumers that
until then had remained unsatisfied. Thus the
unions hope to transfer step by step all this
allegedly unearned income from the pockets
of the capitalists and entrepreneurs into those
of the employees.
What really happens on the market is,
however, very different. At the market price
m of the product p, all those who were prepared to spend m for a unit of p could buy
as much as they wanted. The total quantity of
p produced and offered for sale was s. It was
not larger than s because with such a larger
quantity the price, in order to clear the market, would have to drop below m to mi. But
at this price of ml the producers with the
highest costs would suffer losses and would
thereby be forced to stop producing p. These
marginal producers likewise incur losses and
are forced to discontinue producing p if the
wage increase enforced by the union <or by a
governmental minimum wage decree) causes
an increase of production costs not compensated by a rise in the price of m to m2. The
resulting restriction of production necessitates a reduction of the labor force. The outcome of the union's "victory" is the unemployment of a number of workers.
The result is the same if the employers
are in a position to shift the increase in production costs fully to the consumers, without
a drop in the quantity of p produced and sold.
If the consumers are spending more for the
purchase of p, they must cut down their buying of some other commodity q. Then the demand for q drops and brings about unemployment of a part of the men who were previously engaged in turning out q.
The union doctrine qualifies interest received by the owners of the capital invested
in the enterprise as "unearned" and con-

eludes that it could be abolished entirely or
considerably shortened without any harm to
the employees and the consumers. The rise
in production costs caused by wage increases
could therefore be borne by shortening the
company's net earnings and a corresponding
reduction of the dividends paid to the shareholders. The same idea is at the bottom of
the union's claim that every increase in what
they call productivity of labor, (that is, in
the sum of the prices received for the total
output divided by the number of man hours
spent in its production) should be added to
the wage bill. Both methods mean confiscating for the benefit of the employees the
whole or at least a considerable part of the
returns on the capital provided by the saving
of the capitalists to abstain from consuming
their capital and to increase it by new saving
is the fact that their forbearance is counterbalanced by the proceeds of their investments. If one deprives them of these proceeds, the only use they can make of the
capital they own is to consume it and thus to
inaugurate general progressive impoverishment.
The Only Sound Policy

What elevates the wage rates paid to the
American workers above the rates paid in
foreign countries is that fact that the investment of capital per worker is in this country
higher than abroad. Saving, the accumulation of capital, has created and preserved
up to now the high standard of living of the
average American employee.
All the methods by which the federal government and the governments of the states,
the political parties, and the unions are trying to improve the conditions of people anxious to earn wages and salaries are not only
vain but directly pernicious. There is only
one kind of policy that can effectively benefit
the employees, namely, a policy that refrains
from putting any obstacles in the way of
further saving and accumulation of capital.
IMMEDIATELY UNIMPORTANT

We are so busy doing the immediate and
the urgent that we never get time to think
about the important.
Rabbi Bernard Mandelbaum

Good Lumber Fine Custom Millwork
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BURNET-BINFORD LUMBER CO.
1401 West 30th Street and 8502 Westfield Blvd. (Nora)
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