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“Lack of demand” iz the chapncteristic featim
of crises and depressions, especially of the latter;
lack of demand for working forecs as well ag for
connmoditics,

Most people attribuce thiz lack of demand o
a lack of confidence. They argue: “Go on and
produce, the demand will follow.”  They over-
lowk that there is an element in oo economnie
gyerem which constantly lends fo make the
demand fall short of the supply—an element of
disturbance which cannot be set agide by nere
eonfidence,

The auchor troees thig lack of demand o two
distinet aomrees: fivsl, the primory ecause of de-
presgions (g0 far unknownd, which, however,
acconnts for only a small ghare of the “lnek of
demand™; second, o pecaliar multiplication of
thig primary canse, brought aboet by the reaetion
of one trade apon ancther,  If a thonsaond men
in the fron line are thrown ont of employment
amd loge ineome at the rate of 815,000 per annum,
iz will reduce their purechaging power aecord-
ingly, and this, again, will react upon those
trades which supplied the commodities they nsel
i by,  These trades will likewize snffer. And
Froon e Hhe harmnl aetion will spreead to atill
other grovps, amd from these again to others, so
the Iack of demand brought alwmt by the primary
cause may be increaged fivefold, owing to this
Multiplying Prineiple

The working of the latter is ool difficalt (o

noderstand.  But where must we look for the
preimary canse, (e real saneee of the evil? Bome
cromomists have fried o connesl 0L owilh e

auving process. If o man earng 51,000 a0
apenda only 00, he will ereate o ghortage of
demand to the extent of 100, @l anless this

ahoebiee were conmteracied, we wonld beee have
a clear cage dhowing how the “lack of demand”
ig introdueed fnto our ceononde 4Petein a2 o puosi-
tive aml definite element,

Oy econoniizts hold that snch connteraction
takes place whenever e savings fonds come to
I invested, 1o the conese of the
they are finally expended for goods or commpmli-
lies,  Thos, i the said smonol of ST e applied
towards building a honse and be paid oot in the
shape of wages to the boilders, the latter will ex-
prend Ll momey o buying e comeodities they
need,  This conetituter o demand to the extent,
of H100 5 ot only Tor goods, ot nlso Tor such
working forees ps produee (e menls, o, as i
wers, reprodnes them,  This demawd folly com-
pengates for the original shortage of demand
caused by the saving aclivity—a process which
ean earily he fraced.

But will sueh compenzation also take place
where the savings funds fid no opportanities to
he inveated in enterprise and new constroctiong?
At times of depression such opporinoities be
come gearce amd the funds have to follow o q9if-
ferent mode of investment which is hard to trace,
O eeonomisls maindain, that even then a come
penzalion is ellecied They point o oa very
pernlinr phenomenon which ean alwaye be ob-
pervel ot saeh thwes, uamely @ the savings fuuds
which com=tanily Qow inta e money marked Jdie
not aeenmulhate there dexeepl tooa small extend |
bt find their way back inds the clannels of
produciion amd frade. They eannot wet bacek
into these channels withont buving womds or
commedities in some shape or other.  TC (hey do,
they ereate a demamd, not ondy for woauls, hot
alan for working  forees.  The

inyvestment,

dernamd  thns



ereted by the expenditure of the said $100 will
be fully as large o8 the original shortage of de
mand (F1H} cavsed by the saving activity.

From these facts, undeniable as they are, our
aconomisgty have drawn the conclugion that the
saving activity canngt vesult inoa real shortage
of the demand, provided the savings funds he
promptly invested. This conclogion har been
nniversally accepted us correct and has prae-
tically become an axiom in modern economics.
Bl it ig not reliable.

The eonclusion lodes sight of a certain eventn-
ality. In ordinarv business each participant
{workingman, leader, eapiralisl, &e.) [urnishes
both supply and demand. [f A supplies goods
or gervices to the community worth §L0U (or
dracwe  ineome  from  the cmmmonity o oany
shape ), he subsequently will hov o hondesd dol-
Inre’ worth of goode from the community ; either
he or his family.  Just sao with B, Ordinarily,
therefore, two sets of working forees, A and R,
will furnish two supplics and two demands. At
times of depression, however, we offen find only
one supply and one demand between the two sets
of working forees, some of the individuals pro-
ducing without consuming—others consuming
without producing, their services beimg left un-
called for., This leaves part of the working

forees without employment and will disturb the
eiuilibrinm  hetween the demand for working
forces and the supply thereof,

Such unemploryment always oceurs whensver
gavings funds are invested in that pecaliar man-
ner which characterizes times of depression; the
gaving process then assuming its “Tmpairing
Torin.” xacily how the investment takes
place at gnch times has never heen explainesd by
our ceonomistz, the subject baving escaped their
sttention. It will be revealed in thiz present
tremtize,  The manner of investment once being
Enown, it presently becomes clear where that
“lack of demand” originates and how it enfers
our eronoimic system a8 a definite and measzsarable
element,.  Ie will aleo be ghown that, though the
savings amd surplus earniogs will finally be
turned into goodas and commodities, gl Googh
thiz will give employment to working forees, yel
unemployment. is honnd to intervene before this
rezult is reached ; unemplovment. as well as “lack
of demand,” both due to the saving process.

Onee we eomprehend the dual natare of the
raving process—stimnlating business ot one time
and depressing it at another—iwe ghall not only
get a clearer view of the causes underlying de-
pressions but will also know in which directiom
to ook for the remedy.



