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CoPTAIN STOVER:

Gentlemen, I have been uSolngC
and Frice Stabilization". I think you will agree
very hot subject at this momen t~-literally at th
seclouded with a lot of issuss which we will have
confine ourselves to a narrower fisld.

I mizht open ug the subisect by making this remark:

the basic priciples of wage and price stabilization
an avalanche of political implications and PressUre

not even rational in our discussion as to what wage
or what price control is, Ve are taking sides with
Pressure groups, '
S0, this morning let us see if we can sweep
uL*t srness, forget cur pocketbooks for a moaent,
f the basic principles; that is what Wwe are after,
lnlthary procuresent in wartime with the view of

industrial mobilization,
wage or price stabilisgation,
‘probiem, let us discuss this subject in

-
»

In that pian we

four parts:

First, the peacetime economic

as we want it teo exist; as we fought for it during wartime,
discuss the pure American economy, call it what you will-

werds, let's
capitalism, or democracy.

ihe
with me 1t is a very,
18 Mo
Lo

and 1otk
suggesti

So, with that brief stateom

gubj ccb, iage

ment--and it is
torcw out and

at pressnt,
are buried under
grouns, we are
stabilization is
one or moere of the

all of that

back at some
pﬂlnchle of
g a plan for
he
$

aside

iples of
of our

system; our eccnomy as it exists,

In other

Then, let us take up world War II as a second part; its experi-
ence with the special problems, wage and price ilization and any
lessons we can iearn about planning., It is proper to start our
pianning from World war II, or from VJ-Day.

Por the third part, let us discuss very briefly future mobili-
zation plans, ecoaomlc mebiiiration plwns as they affect wage and orice
stabilizat t lessons learned from world .ar II. Wwe understand,
of course, that our sole object in this ten-months! course is to write
or suggest--to be fomiliar with--econonic mobllization planning,

And for the fourth and al part, lot us dl
very briefly, decontrol.. mltﬂ thls in mind, no cont
is worth anything uniess we have within it the machLy“'/

cy decontrol.
the war.

In other words, we have tc win the
" >

So, with that four-part breaxdown, let's

bexin,

=
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First cf all, ws have a peacetiime .economy of which we
very proud. It has workéed for years, Cur iwo po*1t10¢i la
differ in minor detalls as te now ,n“~ sconeny shall st
vie run off te the left occasicnalliy in what ve may cull tﬁ*
and then we run beck to it ix uzged individusliisn
in general, all parties, with the usunal exceptions, think we have a
good system. It has certain basic chariacteristics. '

wNow let's bring this poin
ground work d
peacetime cond

uring war of o new

tions, the same

e must not, on scme KM-Day or a
T3

pull out a new war economy to apply.

te b
I_a‘

1

.Lm./‘t S
fanned into =2
must be m}anneu
our well-crzonize
some fow (uot nacaes
flame to enakic us

This fino economic system we have-~we criticil
every now and then bub actually it has worked prebty v
calied capitalism is characterized by the profit motive,
tiscus s:d it off and on this piatferm from time to Lime
sti my Lo be well bo

A
i1 the spark that enables our econo
al times. It gets 1£se;f put of balance occ goio“u¢;y but it
. ten _ :

wow we do not, for . , viant to take away that spa-K
of encrgy that crestes sound pusiness; so ﬂrollta are te be retain
nd poea we have no ) 51 o
till riphts there will te no profit, You are al
Sam. " Ho one nas even. mentioned that in a sericus

\*rf”ct mobility of labor, Ferfoct

4 by wage rotes. wWe want no

e ¢ re of lobor. (ne, for exmaple, may
Oile Gnﬂ may train to become & cdéctor, duntist,

;cc nd, we osl
in peaceti

"LLb to, that f
snter into any occupat

Tengirew oy +
inswyer, ore vhat-not,

vy of c““lt&_; caplital shoudd
-

o where 1t will be more prof
ndamental in our concept of

ot

13t have o mindiowe of centrols, we

ke contro g the way from free specch dovin to
Wage MAH nrice stabilizu¢ion. We abhor the very thought of opeacetims

1
Do
i




céntrols of any sort in cur sconomy. we simpiy say, "iou can't do that.

4 D |
You ecanl't control my hebits, a2s long as they are not cut of line with
morality,” .We have lence on that point,

we barely permit 2 cediling cver ithe hours of work, hat was
1 4+ e e ha v oy
v

ma s Al S wriowr

T

Pasd CO 3T uvnger o i

ent of women in industry working 72 hour
"It isn't right." 3o ve passed the Forty-Hour

0 ube4, w;uh some CPros ’tich, o Tloor under  wames, It

Lised now and then, but we sald tl\+ nc cne B

ess than a certai ”aounp. wé ‘

1l goins, We will proba

to be simoly Milladtlc

ot prescnt ve abhor controls. They zre sy abions'!
which work occasicnalliy, and zt other timecs give us some iroubie,
Agadi, we beliove In

1

fact, we believe in free
o [N IR

nuch u;oupction we want,

decides or not. But, in general,
in adad if it is Argentine
cin g v, letls buy it, TIf it
cican me;t, and during ol i iet us buy it, If it ic

, te
‘German cameras, lob us put our Easbman Kodak Company on the spot and
say, Wlere; can you proauce for that price?t :

, In genemal-~w1un cortain limitations~--we do not like to get
into a war of depreciation of monetary systems. Nor do we want to be
the dumping-ground for the world like we werc for Russian anthracite
seme years back o .In general, we believe in free movemeni of goods
ond free markets everywhere, We expect to-develop our own product,

L
whether it be a service of some sort or a manufactured product.
Now we have menbloned these outstanding points only. There
are lltera'LJ thousands of other things which charactorize the American
cCCconomy., g

with apclogies to theose of you who were hore lasth year, isay

T repeat some of wy expericnces when I listened in, in London in

1933, at the World Economic Congress, to what turned ou® to be an
expesiton of each cconomic system in sixty—eléht nat'
eir ills.  As you wil

4 oo;cs51on, cusi
were low. It was a spiraling

"

all been called in to obubLu

Ip London, in 193 ; g of cur own rresident,
Ramsey MacDenald called O y sentotives of siztry-eight
nations, to see if wo coul her and work out a
sokution for the world depression., They vanted all of us to sit
cown around a tasle with cleun hinds und try to settle our arfairs




to see if we could not possibly revise world trade and correct our
international disturbances It was a very gala occasion, of course,
w3 you can well imagine for students of economics.

I heard Secretary Hull par.ade this same line-up of things
that we wanted, hﬂglgnd sald that suited her. She wanted those
same things, Also, kir, Hull had the reciprocul tur*fi plan, which

as our fres lﬂt?“nutlu“ul trade concept. We heard Fronce give a
jiscoursL on her well-bzlanced syotcm, which was not creéaxing at
st time. e heard Germany and others describe theirs. It sounded
f we cdould mesh them together, Cn the surface, we could nod ou

13

i
heads and say, "That sounds like ours. Wby cun't we shake hands wnd®
to Lork:”

In this connecticon, let e “ring out an interesting sidelins:
we had just gone off thg gold standard a few wonths previcus to this
~ime. France had already boecn off, ut tu 2y did not like it. 1
remofiber 2 Frenchman scid, "IF fmerdcs doesn't follow along, I'm going
to pick up my mereles and go home.! The German delc said, Ve are
sceldom very clear 2s to what we can do. . But, rumumbur, we are handi-
capped by the crrencous opinion that we lost the war buck in 1918. "k
would like to have thot war-guilt clause remeved, once and for all,

from world archiwves. Once you cloar up anything in the wor-zuilt line,
we will feel wvery much better ind this fine systum we hove will mesh
into yours 2nd we'll all be happy." Dr. Schacht, by the way, was the
exponent for that belief 2t the time. He is now dodging other questions,
I oalieve, in ¢uropc SOMEWhere. ‘

"\r IS s

Then we had the Russian delcegate, Litvineff. He spoke quite
vehemently in quick Russian,

Well, after the various nations--South American, Buropean, and
what-not=-hzd agreed to bury th :ir troubles and take thoss various
systems which, incidentally, all lockaed alike, we thourht we could go
on our MErry way. '

) A& Russian spoke rapidly for about an hour, It sounded goocd
to those of us who did not un erstaind Rusalan-about 99 porcent, if
not all of the group. when he finished, the applouse was deafening.
They stood up =nd applsuded while he wrose and book tlree or four
bows. The next duy, the LONDON TILASS printed his specch in Il
It went something like this:

vhe have wotched the grovellin in the dust of the coepitaii
nations. It hag scen o great siow | ou have pub cn. To
dyin: and we anow it.  You proucbly know or should

it. he came here to glout over foilure of capitalis

+

troade; you h" nonu, You talx aboudb
you tre sholt I of controls. You tulk

t gold sconomy; you hove no gold econosiy.!

You talk aveub
lack of oortrul
abeout this and

T
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Then he made a fascinating pl\q' "Come into thae fold of the
oviet Union, where we will give sanctity to you. You will be very
appy under our system. we've more trude than all the rest of you
.ut together;" and so on and so forth.

’.S'k,)

But we had applauded a little bit teo hastily. From then on,
there was a damper pluced on the entire Congress., As you recall
your histor the thing dicd out wvery guickly. e acdjournsd and all

T¥,

went home without sugresting a new mecting date,  That was in 1933, .
any case, the whole plin, to a student of any wcunony,
'h*ﬁ a sheck, we sild, "We've gotbten scie good iduus from ol
cns--virtually all of thum--vubt we can't even toke tine t

around the confernce tuble and agrec on anything: cuncel
i debts; do this or that," 411 of us had an sxe to grind. e
would grind thet ons first, then we would start on another ondé, ALl
of this left Uncle Sam withz huge internaticnal (.ht. .e have been
carryyrhﬂ reparations payment, and everything else, on our own shoulders,

well, at leust we huve tllu woonomic systom. We know it
works for us, we also know it hus cyclical movements to it. We go
uz, at times. We get into spirals aad inflation. Thon zat into
he hang~over. We hold our head for 2 leng period. of time and then
finaily say. "Put in a lot of socizl reforms to head it off again as
we did fras 1933 to 1937 or 1938, 1In general, it viorks,

‘s

Now, let us discuss our price and wage contrel,  In order not
to confli iCt with the work cf the kanpowsr Grouo WhLLh Is coming zlong
a little later, let us say we are not discussing wages, os guch; we
are discussing prices., A wage is nothing but th pmg for o man's®
service; but it is a price nevertheless., 3o, let us forgzet wages, 2s
such, and discuss prices. ' '

1

what is price in our prescnt system? Vell, prices really
&%ﬂmﬁﬂewwwmﬂWWm(b‘WWtWéLhw,meeﬁOWOK,WMWWBQM@
in other words, our likes and disliikes, The very foundation of our
cconcmy is bused upon prices. we could go into considerable detail--—
which we will not~--to show that price is simplv a matter of parts of
o gold dollar, It is pus*t2d into the bonk and becomes stretched out
in the form of purchasing power. It uszd to be ten ies as big as
vhen it went in,

[V

.

,..

We also have these

credit and banking, but lot's
waive thosc points for the - - .

A price is the way we take 2 ldmited income and apcnd it——;'
is always l‘ mited, whether it be 2 millio i1 2 2
weak. hat poultion we hold is sisply a matter of grice. oo,
therafore, when we discuss wage or price stabilization o

we strixe close to the heart of all of us; in fact, we

the heart of our econciic lives,
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We might say price is un ecuation: money over zoods; monay
over wants and desires, and sp on. But there ag 1i let us strip
ourselves from zny academic approach. This economy which we have is

very 4mli“ately balanced. t is balanced on 2 pinnacle of prices.
Whether I get beef or pork or fowl or fish or this or that,it depends
upon prices every time, Tt dépends =lso on how strong our demand may

we. Whether I pay an outrageous price for meat depends upon the dbdand—
we call it the technical subjective valuation; whether a man buys a

blg, lZ-cyiinder Cadillac car or a little, tiny car, The main gquestion
s, how strong are my likes for it?

4 vart of those likes is concerned with purchasing power. of
P L A1 pu
what do I have to trade for it?7 Tet us o

cCOUrse, ake one simple
illustraticn. we are sc far oub-of balance we do not xnow where we
are, Some of you probibly sow this statement, we have no meat and

wizn you have no meat, thersfore, no soap. when no soap, the laundry

service 1s. curtailed. Why no n\mt? well, prices again., The farmer
said he sinply would not sell ot the prevailing price. No meat?

@eli, ong of tie by-droducts of meat ils used in wool, o mest, no wool.
fo wool, nc suits. Yo suits, no clothes, and so on. '

< .

Azain, = by-prodact of ment is used in the

2 ¢ manufccture. of
lacquer, Tho price of meat is not such that the far er wishes to
sell; therefore, the lacquer industry is about to fold up. -

The synthetic mo*\er industry is eurtailed and crippled
s, & by-product of which gets into the indusiry samewhere 2lo nb
the 1Ln@. I am not a chemist, so I de not now,

But no meat
5

no lard, WNe lard, no baking. The MNational
Biscuit Company 1 n

2 i N
closing down 50'orzl of their large hakeries,

Ko meat, no hides, No hides, no shoss, Again We are crippled,
No meat, no soda-ash. No soda-ash, no glass, The vottling industry
‘is bblﬂg curtailed, No glass, no milk bottles. And, I might add, no
milk bottles, no milk. No milk, ne babies, shall we say. No babiles,
no cco:Omy. h@ are right buck there again, 8o nere is just one
1Wt+1o tiny thing~-price. All of this leads us into these impossible,

cui1 By wnd hurorcus situntions, if not scricus, which can almost

wreck the pesce that we won with a large amount of good, sound controls.

reck thsz
411 right, there is that economic system balanced on 4 pinnacle of
prices. what I do, what I wear,'woulu all depend upon & price, Cf
course, we could break down price into all its aifferent categories,

and so or, but letts forget it.

Now let us look ab World War II, going into rort IT of our
story hereg There is one excuse for price control, or wage control,
There 1s one excuse only; namely, we do not want inflation, You can-
not fight a war, you cannot win a wir with any large dejree of in-

.flation, Tt is impossible, Therefore, any plen to moblilize industry

e RESTRIGTED



to send this spiraling pc»cet*mg econory into & wartime economy nust
contain some clemnet which will prevent 1n¢laulon. That is our whole
story, . .

You ask, "How can we prevent inflation? Vhat is inflation,
anyway?'"  Well, we can describe it and define i1t in a thousand
different ways, Very few agree on a good definition., We all agree
on runaway inflation, - That is virtually what we sre trying to avoid,
we know it is a narcotic, it is habit-forming, One thing leads to
arother, It is & spircl--that wordg gets a familiar m@ﬂL&DF here~-
which carries up all of our prices. It definitely Jdeadens our likes
ond dislikes thot force us into channels where vwe do not like to go,
It makes us cat fowl whon we really prefer meat, for instance,

The Government cannot enter into a vigorous procurcment
program if we have spiraling prices, We must, at the outset, throug
some type of regulation, freeze or contrcl prices,., There arc two
kinds of inflaticn, 5bﬁbf&llfﬁ We hnve usonetory inflation, and all
of us understand that; we saw it in the list war. S ¢
Gernany had 1t, They printed too nuch money and the hu wae of
it depreciated everything with which - it came in contact, Then we ha
credit inflation, in general, we can centrol those two. Ve know
understand  monetary inflation and we do not tolerate it, Our fiscal
eperaticns have bgen guite sound in that respect.

s}

VOL

Credit inflation--well, twere is some doubt as to whether our
huze sales of Government Bonds will brj‘; upcn us credit imflation,
There is no evidence -that it will de so,” Cur banking uybtv. the
Federal Reserve System, is a measurc.of control winich is not damaginge
e probably. will never have uncon tr lcd inflation from those sources,
Se, the only source of uncentrolled. inflation, then, is price raises,
which simply mcans the flying back uﬂd forth fraom here and there to
higher prices, higher wages, and a ceritain amount of greed for huge
profits, ' ‘

rphe Government'!s fiscal policy comes in tbcre, again, on
our high taxation. So what we are trying to do is to eliminate
inflat :wnv Ve want.to plan so that the Govermment can procure, and
in doirg this procurement in large amounts--40 percent of our sntLr@
national seoncay soes into war--we do not want to upset the civilian
bazlance, : :

Let us at this point say that, in general, our wage and price
controls during the war wore satisfactory--during the war, In other
words, we did win a war, We.did not have uncentrelled inflation. We
are sure of that point,

So let us LOQk at some of the little weaknesses here and
there, based on the assumbtion that cven though we did get through
we hove 2 huge debt ttdt is not inflationary at the noment.
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"ig wide cpon, teo. I think
‘not even close tho doo; on

There arc two kinds of control, One may reach out and grab
one item and say, "Here! This is ste¢l. I will control the basic
price of steel because almost everything we have is made of stecl,t
Or, one may control eotton., That is called selective control. Ve
had quite a battle early in the war. Leon Honderson, at the time,
auld, "let's take scme basic things and freeze those up tight——
but fust a fow," So we put in what he wanted, Wwell, frankly, it
worked cut all right for a time. Then, as you know, we came to the
crossroads, where things were siipped out fram underneath this controi,
Finally we said, "All right, Right across the ovoard we'll freeze every-
thing.t e were going to have o comorchensive, general control cver
Pricas,

~

As its corcllary, we put in o Wage Stabilization Division dn
T icnal war Labor Board and said, MALL right, You nandle wages.
Freez¢ them too, the same ot prices.t

T mentioned the two different organizations becazuse I belicve
& good, sound meobilization plan should treat & wage as 2 price and
put it under oneg crganization; or & least haove the actual declsion
in a2 high-lsvel boord of somo AN n Wage, one eye
cn price, and is awara of the nct only related
but arc the sane thiﬁg.

In 1942 the pressure of wages geing up became rather heavy,
Finally they came out with the famous LL tle Steel Formula and said,
"A11l right. We'll go back to'January 1541 and freeze all wages s
of that date, You can't get owx” from under that ceiling.®

One moy incresse wages only on anyone of four conditions,
First, o maladjustment botween w_bbs and the cost of living, It is
a Lurﬁ problem to handie. The Board found it to be & very hot potato.
After 211, I have been maladjusted, you have, we 2ll have,

Now what is 'icost of 1iving”° What is my cost of living? WVell
T can. get out my check book and tell you what ths overdrafts add
te, but I cannot got down and say, ”lhls is my own standurq cof living."
my standard is 2 lot higher than it hos bheen, 5o, as all of you can
sce, there is o pretty good-sized crack in the door,

second, cqrructin9 Er inequitics in industry. Well, that
that is just as bad; in faet, you mlght

-

We have all baen uncq'~Lly treated,
the: pa s

‘patch is

during war or peace, hen I 160K across the funcc,
always grocner on t e other side, Scmebody is gev
The one I think should gzt less, gets more. So 19
up to his level,

ingz more money.
sk to be raised

&) ci‘

Third, corrccting t
standard of Iiving®? PFoliti
and some years, Roosevelt,

hoe sub-standard of iiwving, What is lsub=
cians have dwelt with that for a hundred ’
for example, saild one-third of the population
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of this country was undernourished, underfed, undereducated, under
this xnd that, we, as a people, lean u0u3¢ds, ond wish for, 2 high
standard of living., Vell, you take the average so-callecd under-
priviieged person, list his absolute minisum reguirements, and you

i find a rother size sizeakle ,needed. So, a Vstundard of living"
is & very hazy thing. When you say you correct a sub-standard of
J the deor gwln is wide open, You cannot close it on that,
?vcry group canh come ith = strong plea and, with unassullable
Lo 10, can snow g pqulL are existing: under sub- stmna'“d living
conditicns,"

l..
l._
¢!

Finzily, there was tb’o vury loosely-werded ond loosely-
interpreted clause which said we could raise wages if it cided in
the presecution of the war, In other words, if a very criticel
industry suddenly finds it cannct hold its people that they are all

rushing avwzy, the Union may come in and say, "If you want te fight
this war and win iv, you had better pay the people more money, even

though it is high, because the prosecution of the war demands 1t,M

There were some cracks in the Little Steel Formula, which nad
been put in os .2 rigid hold-the-line wage contrel. Wwell, 2s hdstory
tells us and as we NLLl ~acall irOm our own recant h¢oLLIJ’ the -1line
cracked, It went to pleces until ncw those four principles for
increasing woges are completely gone, VWe have sweplt out the wholie
thing. The wage Stabilization Beard is almest a name only, with
practically no authority left, Its death may come ot any time now,

.

Seme of our foults, as I see it, in our treatmcnt of world

var 11 were, first of all, we started in with selective controls.
n erderson picked sane things cut and uu¢d, "Fresze this, that,
and that, They are all fundamental.!” What happened? Ve did freeze
a few of those things and evorything rolled up around it

cbhers will probably agree that we should have frozen th
wase or price gystem immodictely, or else had the machinery ready
to frecze it enriy--literally freczing ond stabilizing 1t or putting
it under rigid control, with some loopheles,

In December 1941, cor early 1942, we sadd we cculd not do that.

S0, taking our cue from that, let us 8%y in any future }L\xnlng
should write o cliuse in our pinpn which will enablo us tu fIv ﬁll
orices 1 You cannct *rbbze rncat without

these otngr things. In other words, our cconowy 1s G

balanced you cannot grab nny one itoa. | You hove to 250 Vv<fJquné.

Again, in 1545, we virtusily--I say virtuuliy; I might say
substangiully-—removed all wage controls, A wage is a prices when
you remove one Price control, you have opened the door NlG As Wa
recall our recont history, in the middle of ¢v45 wag
out of the window, despite the fact thai the
rigid control; it ju would not worlk.

..9_..
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too strong. Unicaizoation, collective bargaining, all kinds of pressure
groups simply blew the top off of our attempts.

The spiral started and we are finding it, in the last couple
of weeks tec be a perfuct spiral, We have ncet found 2 coiling for
that spiral yet. e heve not found out what will cool it off, But
it ds there and we have scen it, WNow Walter Reutheor opens up the

: » cgain.,  He says the cost of living has gone beyond the
reccived, He proposes ralsing the wages a 1little higher.

So, looking back on uorid war II, we took our contrel off
wWigos—--we did not ta\o it off; we let it blow off--simply becaouse of
lack of wvigorous control at thes top.

5 lcok at our futurs mobil%zation plan cs it relates
¢ oand price controls; or, we will say, price controls. First,
‘we should rapldiy contrel all wrices. 1T M*d oil. we willtdnderline
that. e found out in this war vhon one of then ob leose, it was
a bull dn o cuina shop. wo must rigidly contrel all of them. e nust

put 2 straight-jacket on prices, ich includes wages,

: Your norma *n@ctlun to that is--and this is & suvjic
itself--will they stand for 1t? Can you "do that? With this very f
delicately-balanced ccoromy We have in peacevime, we do not a1
controls. To those people who love to e free and cosy in their living
to go and-come as thoy plecse, these doctors cr lawyers, whatever they
vant to be, how can you come along and say to them, "ALL ri;ng. The
CHMEeTIoNCy 13 en. You sit right bere and work for so long You buy
butter at L0 cents a pound ~You will buy this and t“dt.’ That will
put cur whele econcmy into a straight-jacket, Thoat would bring us
dovr to a point, as I see it, which is very close to us--Ccloncel Neis
has brought it out scvoral times--ond that is public opinion, Now how
far can we go” Ve crn call it og ial psychology.
‘Tt i1s a subject worthy of considerable study. Ve can break our backs
in here and 1“ri cut plan after plan, The Var and Navy Departments

can bring cut ex cllen plins, but until we have the bulk of the people
approving these rjgid cerntrols we have lost the war and lost the peace,

pd L‘»‘

Definitely we hove proved that the american people
will teake an awful beating from price controls, (Ve will

and like it.) e proved, in b\nbrdb, that the dmerican former will
work long, Hard heours, with his family away at war, and, in goneral,
submit to rigid controls,

will

leboring man, in

20,
vhat

5 i contrels which may worry him sosn
ot times. He uunbo to D'e:k cut freom under thm, but he knuckles down.
We have proved that the average ausiﬁussman, siven just a smodll liamer
of hepe of a profit 1lo x1f te e COHu]k;l"d and szcv’d
all over the ma ipiiity of o profiv; or that thoe
Government may a “oss~—to which he i entitled

and gots. So that controls in time of war not bnly
i)
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must but can be applicd.
how far can we push them down? How long can wo hold them
That all depends upcn how we can organize puvlic opiniony the
“ction of the pccple, generally. It has been done, Industry has
done it ih a great many cases, We have all kinds of evidence that the
merican pople will orxanize behind a worthy cause, But the first

thing to think of in any mobiligation plan--we will get more of this
later on, in the background--at all times, must be, will the public
teke 1t? Can we educzte them to accept it, As far as wage and price

controls are concerned, it has been dons,

The lost thing is decontrel., This is our hot potate at the
moment, Unfortunctely, our past mobilization plans--our. war plans,
se to speak-—conoq¢nuu ro clement of decontrol. we got wll wound
up. Then along came the war, with tids tresondous maze of materisl
being poured ocut and produced, low just 48 soon ”s ”o reconed Vo-Day
the thing flew gpart, The do ' &s simply a
a

hodge-puedze of a few boards hers and there, flew apart. wagoes
storted spiraling, orices started puliing oat until we hod everyone
swinging deed cats in all direct 7' We are doing just that teday,

This could dege into a political discussion as to who did what
wrong? who let the cat out of the bag? who did this or that? But
all -of that weuld net goet us anyunsre,

»

Let us say, then, you cannct control an ﬂcclomy durinn viar
without putting in the very elements which we et bo unwind and ‘
get us out. Decontrol is vory lmportant, To QSb a very trite parase,

"we have to win the peace too, In a dscontrol period, assmming we have
full, comprchonsive, or general control, such as the freezing of all
prices during war, os We come oulb we sgain want a very high-level, .
arpotent board reporiing tc vhe top, with full authority, full police
powers, and with public opinion behind thoem to start this decontrol,

-1 would say, Tirst, let us start with gencral control and then
go to a sclective eontrol, - To make it very simple, let us say the last
one to' e decontrolled will be rent. we Will probably do just that
now, dust as scon as VJ-Day hits again, or a V-Day, let us start
pilucking out from the zeneral, camprehensive contreol, It can be done,
but we will never be happy. At least do.not hold the line until the
door comes off the hinges, We really have nothing to work on., Ve
have a few 1little miserable prices still neld down and they are
storting to break cut at the scams right.-now. So, in a matter of
days, maybe weeks, wo will.probably have 99 percent of all prices
out from under. haybe it will work, ‘e all want to get under 2 frce
entorprisce system us quickly as possible. e do not want to walt for
years, we went it to be a mabbter of months, so we can wove Irucly
here and there, wafcs will be just ancther price. At the moment 1t
is the tall wageging the dog, ) ' :




30, gentlemen, without getting involved in a lot of political
implications, ve will ca *l that a brief discussion of the principles
cf wage and price control, We take it we do not want any part of it
in qubtldbn In wartime, we have te have it and the pu“‘lc approval
goes along with it, - In general, %e must build up & nsw plan which
will embody i it the dbCOntrOla that we have go badly botched up
thls time ‘

Thank you, (Applausc)
I shall answer any questions now that I possidbly can,

4 STUDENT GFFICER:  Among the reasons for chan ing
the wege St oilization Act, was it 2 motter of furthering the
gffort T sce to me that we sust have sometidng there to o »
labor for an uampopulal industry, if it is important te the war effort,
If it is not wages, then what is it? Is that justifiable and effective
way of geltting the labor to suppert an iddustry that may not have some
other aupeal? :

-QOQ

CAPTATIN 3TCViER: That's right, I assume our whole atomic bomb
industry was not popular, It wasn't an industry, to start with, Ve
had nothing to control it. T was speaxking of that cscape clause conly
2s a means to escape, We should have o clause allowing wages to go
up where it definitely aids the preosecution of the war,

In peacetime
up. We rust have a d
or give it inducament

y L

sane of the industries disappear: new ones grow
or that can be opened to pour in high-class laber,
s f pos slole——aL¢ kinds of«inducamznts,
It all depends again on this very factor of how far we will'
go to create better Working/conditions. Kaiser did it very well,
He did not say the highcst wages in the world, either, He started
out with almost a new 1ncuotrf and bullt it up with very unskilled
labor of all kinds. He vas an excellent industrial administrator,

A STUDANT CFFICER: Yes, but Kaiserts system reacted on other
induvstrics, . . ’ ' .
CoPTLIN 3TCVER: It did, It was purely & war 3 indus try. It

did rezct on obhers, but he got the ships out, :

N1 CrPFICER:  Somecne . speaking here the other day

suzges ted a little intlation at the beginning of war is a protiy

good thing, JAverybody got better weges, and so forvh., I wondered
you agreed with that, '

CAPTAIN STCVEE: we had 2 littlo controlied infliabticn at-the
beginning of the war, We raise everyone 2 little amd yive them a
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a little tidbit of candy. The wase increase is contrcliesd, It is
desirable. e all like a good Lniluflon but it is the hangover that
hurts, coming down in that lopg period of readjustment when jobs are
swopt 'mue/. '

During the Thirties, of course, we Were trying to stop deflation.
We tried desperatuly to put prices in reverse, But it actuzlly todk
a wor to bring all that out. Then we had the very desirable little
tidbit of inflation which lifted up the bulk of the poovlv and ga
them an incentive te go anead and win the war,

A STUDSNT GFFICAR: T am 2 lot more interested in this problem
of getting production out of mines, having been in the personnel
game and alsc in coumand of troops. |

<

I 4 persenally,

. nob convinced, from the record, that tie
increase of wages increased the cuount of production. As a metter of
b
197

fmc,, I think a little study of the facts will indicate th&t work,

per man, decreascd as the war went on and the wiges inercused. On

the other hand, let us lock at the Army, They QLd notT use increase
of wages to o ouldlbr to get more preductieon cut of nim and yot, os
the war wert on, he uruducxd more cnd more, Now how wes that done,
compared te the met.od used in civilian 1ife?

It seems that certain foctors of loadership huve been coampletely
overlocked in Lﬂuhotf" . Fow that leadersnip should have opeen exercised,
I do not kriow, lay be 1t could have been done t ough botter foremen,
or through better le\uursn¢‘ throushout all echelons. But, anyway, I
would certainly like o hear some comments from anyoody ta;t can show
how more producticn per man increcsed with the increase of w

CAPTAIN STCGVER: I weuld like, if I may, to take o craock at
tnat, although I know I 2 ftreading on the toes of the Kanpower Group
waich is to follow along later,

I believe your statistics are corrcct, The productivity went
down as the wages went up. Froductivity haoving gonc down, there were
several reasons where, I feel, we filtered in’'a lot of submarginal
workers vho never worked, never should work, and who wore cxpensively
trained, Cnly a few of thL big industrialists in the country could
put to work 21l of that conglomcrate mass of peopie they got in, That
would dilute the produc dvity right there, you see,

4s to the wages going up, they certainly did zo up even with
controls, e upprxﬂ:d then in a "reat many cases, 1 think you will
fird there were certain plants, certain key p3”nts, that did get
increased pfOuU”LLVLB” per man, The total wage bill per unit of output
went down. I msan by that they did a better job with large nass

m

o

production. Chrysler had such a record in the pr roduction of small arms
amnunition. I believe Ford taught us some thing about the Willow Run
13"’ - [ I ey s
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plant, the actual cost per unit, de
a lot of riff-raff of ~”b—st ndard
not work.

By our educaticnal svstcw within industry, better organizetion,
J s
sel

better administration, bstter ectivity of controls, you can get the
rizht man in the llght ZToOve Lut where we guickly threw up & hundred
million dollar Government QDf 2nse plant and rushed in there with an
advar

tiscment for people, our ordinary worker became a2 foreman and cur
ational system vroke down, We had cnly a fragmentary bit of edu-
cation within plants,

But I think your prcblem w'l“ be handled in duc courss by
megmbers of the kanpower Group. 1 think you are right amack in their
groove, I hope they have your complete answer,

a STUDENT GFPICEi: It would appesr to me that the decontrol
plan should not be in the economic mobilizotion., It hoe besn stated
from the plutform that cry wovilization plun must be made Wy the
ilitury in pencetime. we have diffienlty cndugh in getbing our plon
accepted by compunics s a2 whole. It would make it that wuch mor
difficult if we taokvd a decontrol plan on to our mobliization plan.

CaTAIN STCVER: That is correct in principle, I think. However,
even if it were more difficult, 1t 1s better to write it in, Now whan
We say, '"made by the Militory", I believe we all agrec thot it should
be presented and cpproved by civiliun chénnels,

-

UDENT LHFIC"r‘ why couldn't we submit that as o separate

vian?
: N STCVE:: It would not go through, I would rather
kzep it Wru,, »d up and hidden in the basic plan-~-hidden and sugar-

ated a little bit, probzbly,

There, again, any plan is impossible to certain intcrests
and & deconurol plﬂn is more inmpossible because that ig a3 case of
who gets bumped first all the way down,  Somebody has got to lose a
job. Somebody has to get a smaller pay envelove, The very. fact
that we shrunk the 4B-hour weck to LO hours, and that the industry
went from ferty-eight to forty, decreased our take-home pay but kent
“the wage rate as 1t was, That, in itself, was a  woascl piece of

1ntwvf'ftution that allowad us to do that The result is simply to
strike and say, "I want .y same take-home y t“ﬂt 1 zot in the heat
of battle," Scmebody has to take a small pay home if we shrink this

bilg dndustrial system and come out with a new autumcblle roather than
a Sherman tank, In othsy *ﬁwds, this nousewlfe has got to g0 back
JAnto the kitchen. She enjoyed twWwe or three ye.rs cf work, ond t
gave up that pay envelope she recsived beczuse our peacetime ecconosy
dogs not want her running o and 2 plant at the sdme tise,
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HAGNUSSOR:  Suppose they did want to stay on the job,

"CATTAIN S9CVHEi: Well, as I say, the system will not stand for it.

when we start to cut, somebody hos got te go home,

N

P GUFICSR:  Didn't you say in the beginning of your
“you put these ceilings on, you put them zll on »t the

. i 1hrn how do you figurc th fy should »e tuken off? ”1u00m al?
You had some. 0“’*0+Lon to putting
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I still think we have got to ease curselves down slol
wr persconal beliei is that we must 11ift those controls
as possible by a selsctive systew which, haturaily, will
roush snots

A STUDINT CFFICER: 1 would like to develop this point a
little bit further from the psychological side.

Jt appears to me ¢s long as you have control and ou do not
need it, it doesn!t do any harm., Ry TumOVlng it, you only permit a
3 1 - o~ N :

psychological dev 1s you have with plocemeal
contrel. You per wnd things ¢f that scrt,

CAYTAIN STCVER: Well, if we hnd a backlog of dem abdg for new
cars for several years standing, would you want a compl lack of ©
control? I mean by that te drop 2ll conirols Lﬂne'

A STUOAND OF T would keep it where you have a shortuge
of sunply ond an increase in dermand,

CAPTAIN 3TCVLR:  That runs preitty well through everything,
doesn't it? “or 1nsf"“bu, no cnchas criticized rent udnbrvi. Now
I won't say Jreeze all rent and hold it there for years bub-—-

i
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& STUDENT CE ICSR (dinterposing): The lendlords nave, according
te the® pupers this awoerning.

CA'T» b STCVIR: Boyt 1 wa‘keu into that one with wuy chin,
didn' I7 (baubAter) They do not object to the dontrol. They objert
to our hresent rental structure. They all say, "Give us a lot more.
Ve should give the necessary increase which would carry them aleng,
sut we should not give them the same take-home pay.

I do not think we want to take the rent control comdletely off,
but at the same time we do not want anyone to operate any apartm ment
house at a loss or without a fair return on his money, or & fair profit-
anyway vou want to picture it.

A& STUDENT OFFICEL: Tou haven't got the authority for that
last statement, have you? I mean where you said we wouldn't want the
lendlords te operate apartment houses without a profit

Fa 4

CarT

T A BTUDENT ICEEk: That is your own personal opirdon; all
of our rent structure st om:J e Irozen st once.

CAPTAIN 5TCVI.: Your costs; in cestain instances, Lave run
away with them. The apartaent’ Aousa have been allowed to become
run~dowin, The upkeen ol them has bheen expensive. Revplacements have

been necessary, and so on,

A STUDENT CFFICER: AS you know, I am prejudiced,
CAPTIN STCVAL: T knew that when you sfhokes. (Laughter).

COLCNEL N3IS: I would like to throw a thought in here. From
the standpoint of organization and administration, as ws look backward,
don't you think that wage c:;trol and price control should have been

adninistered in one body ratheb than attemptlng to handle wage control
in one organization and. price contro¢ in another organizablon,such as

we ultimately came to do?

Another thought T would like to throw in here, for the benefit
of those who will be later engaged in considering the C.P.4. and other
control agencies, is the desirability of divorcing from this price
control activity unpcular activities such as rationinzg. I believe
that O.P.A. got a great part of its b:ad name, came into public
disfavor, as a direct renult of its necessity for rationing people
and telling them they could have this or they couildn't have that.

S0 I e
ed

Lleve that, from the standpoint of public rolations,
as you mention & o

2
minutes apo, if we could divorce rationing
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activities from price and wage controls and incorporate price and wage
controls which, as you so appropriately pointed cut, are &ll one phase
of this thing, into one group, we would have made considerable strides,

CAPTAIN STCVER: T agree with you, Rationing has nothing in
the world to do with price control. It is purely & matter of allocation,
We must have a separate raticning board. From the economist's viewpoint,
wages are just the price of man's services, It is an integrated part
of our pricing system. As you all know, we had wages played with, and
usually kicked around, by the 3Zecrstary of Labor and everyone else,
In fact everyone, no matter who he reported to, always tock a crack at
low or high wages., Wages should be stubilized completely and put into
the hands of some price expert, sroup or beoard, Cf course, prices
were kicked around a lot too by & number of overlapping agencics,

A STUDIRT CEFYCER: I would like to teke exception bto yeour
statement that ratkonlng has -otblnr to do with price control. If
your ratdoning system breaks r-(r\ wn in Ufﬂv legst your price control
system is gone, That is o ¥rance,

CArTATYH 3T0VII
zasollne during the
to ecivilian circics.

for example, that the producticn of
we had to give out small cuantities
did this by means of rationing. :

-

I still think wou can define the two,

A STUDENT OFPICHER: You can define them administratively., Dut
I take exception to your statement,

CAPTAIN STCVER: Perhaps I was a 1ititle too stron;
meENt, ‘

A STUDENT CFFICER: You have inflation with the large buying
power in vour population.

APTATN STCVZIR: It depends on the kind of th ation we have,
You refer to the fixed volune of money with the increased buying
power, This swelling up of the buying powsr depends upCL fnow iauch
that buying power has been siphoned off in ifaxes and bonds,

, A STUDENT QFFICER: Then why don't they cut down on a lot ef
things, such as high rent, the cost for operating this property. All
of that cuts out that inflationary trend.

CAPTAIN STOVER: ALl of that sounds good, but I do not think
it is going~to vork,

A STUDINT CFFICER: Ho, it won't work unless the iid is clamped
on them, It certainly oouLd e clamped on then,

- 17 -
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CAPTAIN STOVEH#: Wwe must rermember that we have dammed up about
four or five years of consuser purchasing power. we had stopped cradit
extension but now it is ogened up agiain. You can buy anything you
want to with a nickel placed .on the line. The purchasing power which
had been left free from taxes and bonds is now swelling up again on
credit extension.

.

4 STUDENT CFFICER: That is the inflaticnery angle.

CAPTAIN STCVER: That is an inflatiocnery gpovement right now,

})

A STUDENT CFFICER: Yes.

Last night's paper carried an article by Mr. Baruch on how to
stop this spiral, Did wou happen to see that?

CALPTAIN ZIOVER: Mo I'm sorry I didn't.

A STUDENT CPFICER:  One of the interesting things was full
production, Then another thing, which I think is very good, is
terrific taxation to clear off our national debt, That will, of
course, cut down on*the profits for industry.

CarTaIN STCVEG:  That dsn't only kr. Baruch's usual soundness, .
but it is also the basic principles of all econcmy, that we step up
production untlii ve flood the country W“th so much goods there is no
room for infiation,

A STUDENT CFFICEL: Do you think there should be a stabilization
of the hourly wage or the amnual vage? .

CAPTAIN 3TCVER: I think you will find some conflicting laws
there,  You see, we have this background of social slaticn saying
that a 40-hour vieek 1s the proper way to work--according to the hourly
I‘&t€4 . .

4 STUDENT CFF Well how about overtime? (No response)

]
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Now that the matter of taxes has been brought in, which
rounds outb, to my mind, the price control and the decontrol problems,
I would like to hear from you con the matter of Selective Service for
labor. '

CAPTAIN STUVER: I am geoing to have to pass that one up., The
Manpower Group that will come on later has that problem, They weuld
shoot me if I opened my mouth on it, That is ripght in their field,

A STUDENT CFFICER: Wwell then how abeut the drafting of capital,
if you won't talk ab ut the drafting of labor?
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, CAPTaIN STCVER: I dontt want to talk about thet either., How-
ever, we did draft capital during the war. The Government was, in
fact, the greatest prime mover of free capital. That has never come
cut enough, I believe, in our recent nistory of the world, but actually
the Government was one of the greatest collectors: of capital and got
into a lot of business, at least on the financial side, through the
drafting of capital and putting it where it wanted it.

A STUDENT CFFICER: I'm afraid you misunderstood when I said
tdrafting of capitall, I mean such things as the compulscry Savings
Bonds, which reguired the excess money that might be spent to go into
bords.

CAPTAIN STCVER: Well, isn't that nothing but a tax?
A STUDSNT CFFICER: T suppose you could call it that, except
that it 1s repayable., It is the same thing as your Liberty Bonds and

your Defense Bonds; but it is still a draft.

CAPTAIN STCVER: Wwasn't your purchase of Bonds pratty well
drafted? '

A STUDZKT CFFICEH: Not as much as it was in some other places,

CAPTAIN STCVER: VWell, of course, we have gone on the belief
that we take all we dare 1t taxes until it hurts and then we get Hack
and sell all we can in the way of a negotiable security until it hurts
agein, As léng as those two methods work, we have not been forced to
draft any further capital,

well I think our time is just about up. I am going to abdicate
at this point. ’

Thank ryou very much.

(Applause)

(5 march 1947-350)E
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