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. . 

' GENERAL UXtXJLF;Y: Ladies and gentlemen, our speaker this morning, 
I .think, hardly needs any introduction. hr. &ZII~~~SOIFI is OFF: of -the 
outstanding economists of the Sited States. iie began his career as 
a professor of economics and as director of consumter credit research 
for the Russo11 Sage Foundation, New York City;" 

Throughout the war, as you know, lXr; He&erson occzy;ied key posi- 
tions in th6 various civilian war agencies. charged with the direction 
of the national economy. 'The most important of them, or the one you 
know most about, was SPA. He is now the Chief Economist for the he- 
search Institute of America, This morning he will speak to us on &ice, 
Profit, and lirage Control. I t&e extreme pleasure in welcoming to the 
platform again %r, Leon Henderson. 

?!LR . I-IETEEF?,SON : General ~~W2inley, ladies, and gentlemen: I,was 
reminded by Col.onc1 Ncis that I had appeared in a similar position in 
1941. Some time: ago,' at the .timc: of the Dattle of the Bulge, I wont 
over to Gensral Pntton's healquertws 5.n Luxembourg and was taken in 
to meet the chief of staff, a ;~sneral. named Gay, w'nom Some of you may 
know. Ilc;. said %it down" and he gave m?: ,the best briefing that I had 
in the entire time that I was in &rope. '(ihen Guneral Gay finished he 
snid, "I have been looking f~~ard to this. il.1 the time t?nat I have 
htld to sit i.ri those lecture'hafls and listen to you talk t!bout things 
that I didn't know about and. didn't give tvu-a hoots and a damn about, 
a swa. 8' 2 made me want to get you where 1 could talk about something 
that I knew about.ll I hope that this is no forecast of similar events 
to COrnE. 

It is said to you many, many times, of coursc~ that we ii sw:i ys 
begin a new war with thd old ~iapons, the weapons of the: previous wE7.r. 
As we came into the defons:; economy in this, second world war phase, we 
were only a bit improved over what had beeti'the 'techniques and general 
consensus of control methods that had provsiled in the First V/ocld Fear. 
I can remember that I took over after the Kation61 Defense Advisory 
Commission was formed, pretty much all the price stabilization wor,k that 
had been done previousljr in connection with industrial mobilization. 
Xhat I Pound in the main'was ver;;i; good in tha'orctical structure, but; as 
to techniques, as to posskb5kitics of desPr.$ble. and able e~d&,nictrative /( 
5 taff mmibers , and as to large q.ues.tions of public opinion and accept- 
,ance,j therr! was little to .t&e over 'that actuelljr related to ~&at bo- 
came price' ccjntrol and ~~.dmir:istr~!-tiol-1 in the later months. 

-l- 



My topic-today, though it is price, profit, ardwngc control in 
the mar economy, will be mainly dealing with prices and the related 
topic of rationing and control over materials. I shall speak of profit 
and page controls usually in their relation to e,ctuall;; controlling the 
level. of prices * 

I would ,sa.y as an ‘introduction that the present price structure 
and the disequilibrium that exists today is the best point of d(~:pa.rt:.lre 
for any study as to the desirability of pride control and consid~zation 
of Gho formulae and procedures ?Jhich might be studied as mc;ans of d.oing 
a better job in case the necessity should e'ver exist again. 

I think ,it, 5-s fitting and propizr also to say that one of the most 
firmly held opinions of President Roosevelt was that adequate prick con- 
trol ri21ated as much to the post-hostility period as it did 30 ko~:ping 
;i balance within the economy and keeping the cost of the war do-3;n during * 
the war period. 

1 have tried in making propsration here to give myself some psychol- 
ogical tests. .lie used to do a little trick with.my own potc;nti.al cone 
trollers in the days 'before Pearl Harbor. I would. select a rrK4.n Wid tell 
him that in case we ever had thy.: need to' do i-t, he would be put i-n charge 
of a certain commodity, I had, with some prevision, gotten fello~zs who 
were studying the commoditi~+s that come ..Prom the Orient. A favorite 
trick of mine would bc to go to that fellow and say to him, Wha.t would 
you do if war broke out tornorrow?*t 

Rhat he said the first time was seldom wh?t his considered opinion 
was later, but it made him ~5ink of plnnning for t*thc:t d~y.~l us a. re- 
sult, IThen Pearl HCWSOY bake or tktiit fetofu.1 December seventh, most of 
those fellows had progrCssed from -the initial idea to , some considerca 
plan 2s .to what thy would do :r,;itk current contrs,cts, ClITY‘Bllt Slj.GLYl,iE!S 

f utura s ) 

, 

and the whol:: complex of things that are rcl.ate:d to F:. pr;.co 
flxxze, 

If someor- WerC to point his finger at me and say, Wiven the out- 
break of war tonorro~~~, and i-,he problem of control whcr:~ ~~oo!.~l.d 3-01~ chief 
emphasis lie?" my first thought, as that of many others, would turn to. 
pwr-the- power to control all Tosources, ~tht: poner to increrzse suppli.i:-s 
er to shift resources. In other mords, I would. give the instentnncoaus 
rcncti.on that the rra:r cf ,tomorro,Jv would be truljT :: war of the ~.:ntirir econ- 
omg; rend for that reason I would give my initiC.1. -thought to thu qwstion 
of whzt is the basic powc:r of control. 

Yhe second reflection, that is, the next reaction on controls, would 
be public opinion support ,s,nd frebdom frcn political interferuncel I thir 
th<cLt I could safely say from what was discovered in the "jawbone" period 
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of p=:ica 'control thet, ~$vc:n public support exxi given the ~.ssu~anc~ of 

frcedm ,f$om ,plitical intrrvsntion representing pressure groups, blocs, 

3rid cml~;lodity s2cii011s, gov. cculd t'or ;.! tirw , gxznding the prepare-tl.r;n CT 

cfiraful le~islstion, hsnd~c ,z lyz.rgs I~~flbur of -iAx nctt&y$ j.ncidr;nt Lo 

kee@g prrccs, profits, ,qnc! IKL~CSS WI&T CGII+O~ t‘nrough persu;J:;:idX>. 
.' 

Thr-t my sew to be a queer rwwt:.cn to CUT experience, but 1 w::::uld 

Zike to point cut thnt in the clqsi. r?g d&y3 of leg-I control, OFA ccmtrol, 

the lnck'of public support 2nd tMo j.r?cxa.so of Gr~~n~zed p~pmUrs2 firm 

pcl:iticicns xere xxsponsibla for the ~;encrel brei;'lidcmri, In thnt p:,rj.c:d 
-thWt? N;'S T.?F~,: l?X, thcire were ftcm decigioyxi by the 3upr6;nlti ci\l.Lrt 
uphcldinz thz constj:tution~litW c~f. the Set, upholding -the pi cticrx oL' th.a 
v::ricms ad.mlnistratc.~3. ':lllerf; ?li;?s E' greeter str.:ff. Q+jtsrc: ljIJss ,~]a~~ii~',s;t r! 

CtzmplCte ri3tion,!?l 2dninistra t?ve r;r.gmr:i tm Ixginning 'y;itjl rsk:ir)n br,a,rdfj, 

r i-.:rh t 2;: ., -thrcu& the stete x~zniza-i;ir:Ins 50 the rCsirmnl offices 2nd the 

ii~:~.shi.x~gtcn c&ntral ?d.rr,.ir;jRtr~ti.~~x!. 

k&p psri.c~::s 'Gxlz'r cnntml. 
r)o3pi.%o that, it wns i!yxmslbl.~ t;:: 

i3ut in the early dey3, v&JF:~~ 'R.E Vti<jrtj <>psrn tj*nig zs O?&CS, the Office 

Of ‘?PiCC kdm.~.nis tr:l i;::,n ?. nd Ci.vil.i:.i n dl.lpJJl:jr, 
;ny prkm3.1 c,m:~3L:l. s2 iit, under th3 

wI~e,ty 7;e ->rcyc: Opera. $j,n~, 3,s 

ri,$-L cf free Spwxh ,:IS ::‘u.r l?x jm n. 

resc~rce, y:e -were r:bl:; .to ICEC:~ j~,J,j&:tj$ p-ices (~4' the br,:;ic ~;~?-I;~:ri::l 

gr?:'-?ps, be+xinG m$t11 stacl end. cgrlxnd:iny i;o ~crr~p. kt .thr-t -ti;;le t>pre 
WqrC no wgftxlized pc:Ii:tic:::I blocs. 

If, I had n third xwctlor~, :~:in, tc pgi\l;; (':i' $d. ::: :-!! ,y ir, this psychcl- 
cgical test, 1 would :;a.>- ~Lhrif, the: llli:S 1; lT):?i;lE'i:: 0-F i;h!K VOUld b@ t,Fi&?.,Td 
the pm-i; of :: 

fin:x dil-: 5 
~L:ve.mm:rital ::~~sn.cy, .?im t, ;':. knau:lc:!lij:c cf tllc: "312sj~\c 68, 

-,- arid i.r,i!i*st.rj~:I stri.~ctur;r: 2nd 2 itpCP$??-giQC> 0.i: lww th 0 e,c 0 norr,ic 

systcxl N~:‘:Pks. I think: f,‘r;at tfys ‘&nnti:‘L\:&;e q-2 i;lii: flcm of ?2i:isincs;; 
iict j.vi:ty, 'i,f ~Tt;S VW iou:; c w!ir ilnc: nts , ~pmticdar3.y thi2 nor!st~ry cwxpcncnt, 
is b2ttCir u&orsto& ti;day t&n j..t 'Ji!.s 3.t ::iny t ,bE; Nhi-: 2 xc: had ;?. rlc:ti ori::.1 

onorgf2nc-y. So 'I would sn7 thrit if s;m war2 kudder~iy c~rS'~~r\t~cl ~:i.t!l F. 
,7Nar econor;zy,' this would. be my ,?z~st :32.tu-r~; reflection- -k&2 L the pci;+ JGC y !; 

essontia.1 vvncld be how $0 
of hm btis ini: s 5 : 

tap this knowl$dge of the Plow of rr-~so~s~cr:~s, 
ctiviti~c!s actur~llg cow i??to 3xi:3texe, ccuulod NI.th :rn 

adlinlstm.5ive sts.ff, 2 ska3,~:t~~~: py::rha$s, which ~oulcl be cnpsble of quick 
expms ion ., 

&a hsd. c pcri~d bef~,~e ije~rl H&hor tl?,?t iric 

preuaret~on fbr w‘s.r* 
might not hl"m again in 

Coi&WSi.on. 
i% b-id thc!.t period .of the: N:;t.i.onnl D&ens;3 .&vi:? cry 

tl$ie E. .Re h:, d t'na t oPi~!-oPl~cs per iad, in YhiCti WC; CGU.1d. Yq:;.12;; 

gcnara to 013:” idea3 2 bout. i.nfl~:tt;.ic?a, md, 31; cond~ri.l~y, 've could b~~gir.2 tha 
tm in-ing bf 2dain.i.s trr; t,ws . 

. 

++.- 
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Those admicistrators to me, Thos@ admicistrators to me, t!lc-ise -m-j.& fixers t!lc-ise -m-j.& fixers .I .I 
sible for wbRtsver success thrj OPA enjoyed, sible for wbRtsver success thrj OPA enjoyed, 

? NzrC r!3spor-, ? NzrC r!3spor-, 
LGt‘ US tb?, fOT CiX:':i?ple, LGt‘ US tb?, fOT CiX:'ri?ple, 

? ? the pmtroi cf capper, the control cf ccpper, 7dyh.ich NOS in t;ht-, ??:i:$~t ub~rl.d i;kil<r OX of the most 7Nh.ich NOS in t;ht-, F:i:$~t ub~rl.d i;\ar DE of the most 
tins&ble, the I?&,~ dif2icult, tinstnble, the m.ost difficult, and t::nk which occasioned '$1:; much dis- and t::nk which occasioned '$1:; much dis- 

" l<>caticn of Frod.uction as any of the brlsic mati~rinls-. " l<>caticn of Frod.uction as any of the brlsic mati~rinls-. 
. 

Having that in mind, I got EL fcllcx~; Dr. Ilcn V~iiallacs, who hc?d dis- 
tinguishsd himself by a specie1 survey cf the: ::llLninu:n industry 2nd. 
fcr his knwledge of priw mrking bcih in monopolistic cornet1tic.n 3rd 
free competitiqn, and I m;clcia him the> export en price :idr:,i&trnti& in 
the cc,pp,er indus-try. I would sky that the degree of st:?bilitg that WC 
bed stess l::lr,geljr from the period th5.t we ht;d. $vai.la.ble for the ir+ 
structinn of Fliallacc in the P.ind27wAels of price con-trcl+ 

Of collrs6, he hzd onk: o ,rmt principle ‘th?t I gnvr: bin, that n.o 
rwtL;er wh3t %he argumer.t WCC;, the price of copper ~3s goin:; tc be twelve 
cmts . It t~r?.s severe1 mont'r;.s b-fort; he rq,711y understood th::t i meant 
it complately. The day til:Lt he understood that I ws no lotiger going 
to ~!nsv:er thr: arguments th:,, '+ ware brought to mc from the industry he 
be cc: "!.e a 'top-notch admi.!:istr?tor, because he was on his own from that 
time on. iue had similnr i?.xpcr is TIC~L: s j.r: 9Qn2r rga jar ,zre?s, 

I Would s::y that thB re':J esrjc:ltj.al fcr t&se c~rltrols-grice, 
profit, and magc controls , p~rticul~~rlv price contrc:l--would r2st on, " 
first, this knowlcd~;e, well-integrated knr;ylcdge, of ahzt z:lkccs cur 
ecconomic system tick, plus 3 staff of edmjhis tr? tars crpsblti of being 
cxp::ndc,d into r3n orga;liznti.cn wp:'ble of carrgir!g the .iXiork. 

I would say that quick f:xp?.nsioc is news:j~ry becsusc I have this 
Tirra rccoll~cti.on: we nc!w:r hldd i';yy r2.2 1 trol:bl:> with 2 contrcl that we 
wcr3 eblc to mali:i& from the first d::y that it ~‘8s imposed. Ir; other 
1'; or (.I s ) if we vzere. giv,?n control hastily, ‘v;:'3 w2;ere ii&ly to find ourrjslves 
subject to a 11 the pressur~::s t,hF!+L could be evolved without the IX~ES of 
handling th?m sdeq$tel:~. So therr~ is somethi:;g to be snid for gettir,g 
th? jump ori a control. 

I w0:ii.d say' ::lso that the choice cf the i,ype of controls depen3.s on 
ths level of busin,:ss activity. I do rot wish to l<?bor this too much, 
but it, should be obviow that the $313" of control and the tt:ch3iques of 
control $hc?t Frs eqloykl depnd ;I. lot*on vihe.ther you h?ve wused rr?- 
scurc"s, scch 2s 3. volun~c of untimpioymont Z~OVC. normc:l, an under-us.3 of 
capacity, 2nd suqlusf:s of rl;itc~;r~.ls , 3 s distinguish4 r'rolr a ri-LuHtion i.i 
vvhcre. you have tod-ly, for ex~:imple, wh2t I think could be ch::ract;<rir<>d 
b.s over-cm~loywnt Ln some c:r~x~.s of :ictivj.ty, almost fu'L1 use OS the 
majw industrial c::pnci-tz, 2nd z high 1~~1 of mnney flow, 

: 
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Just ta'ke this question of financing .a. war today and the problems 
'of cxpension. The! considerations would bc different today than they 

. v$:'r>r(; when we: be,?, y;ii& the : ctml ~~c:r-~~ll conbxd of psi.c~t~, 2nd then 
l?ter with '&c: f.,ype cf' wa.ge control thct %e h:id. Thtiy arc two 'entirsly 
different economies. So the level of activity, this question of ~hdhxr 

those are unused resources or whether thcrc i s a.full USC of resources. 
wou.ld seem, to IW to dctsrmine types of wage:, $ vice a.nd profit contrcls; 

For exi3iq&, WC were able to employ the ,price freeze idea with the 
kncm;ledgo t:hat thi: ascending seals of use of capacity would lower the 
unit cost. kt us take the CXcWiplE: of the stedl f&ez;e in hpril of \ 
3.941. There had-just bean something in the order of ;i ten percent 
wage increase, 

AC. 
and 'the steel industry was considering, and had made plans, 

for paD31ng s certain portion along in price;, iile froze the price 
structure of steel, including the c;xtre book, k:nd than made some smaLl 
adjustments from that level. 

That would not be possibl;,,. in my opinion,.at the prasc??t time, 
tihon you have 100.7 as the ra.+,c ,of use of capacity of the largsst unit 
of the stse.1 industry-United States Steel, 

It would not be possible to ccntcmplste, either, the typa of wage 
policy that ~:as selected -to got the rodircction of' labor, that is, use 
of large increases in wsge rates snd in tYvE;rti3e yovisi3ns in order to 
get the allocations of mznpo72er to 'the enc:mous1:7 exp?tnded aircraft 
ind:jstry and tha shipbuilding industry, It would not be possible at the 
pres,cnt timo With full emplojmon t to ,JJS% that method. ) 

So 'that nrhcn I <am szging that knofiledgi, 5 3 pr0babl.y~ mom irrpwtant 
thari ;jouver, l?3gislntivt rind c~-;hLrw-is6i wht?r I ' s:?y that, it is morti impor- 
tan; thBn public opinion couplod with'freodom from politic-?1 irrtwfwence, 
li:hich was my SC, cond thought, 1 an she-j.ng i&it .if 
economic epprni;s!_ for control s.x~. i?J you h:!vo 

ymj. b:ivc 211 i.ntr:lligsnt 
a knolF:lcdgc:: of hod:. the 

administrative staff needs to be ~!.sscYiKled, 2 nd if you knov; what ,th:: 
level of activity i.s and the im-portancz of the rosourcc question, you can 
probably get,, first of all, the lq@lst,ivc end othw powers -th:~t :i.re 
necessary. In getting tbcm ;you c;-.n :probably get public support and For- 
haps B XinifiYiZZ~tiOE of poli.G.c:-Il. interference. 

I would say that unquestA.onably some large Frt of the difference 
be&*/e&n the excellent record that Canada 1hzd with price control and our 
rather spotty one resides in She wi&. difference of political interfer- 
ence . 'The Cknadia n price controller VJBS :Irbla, due to their pwliawntarg 
s~mtcm, to avoid a lot of the extr::ordinary prc;ssures thcrt were unav-oid- 
able in the United States, 

Now I would like tc gc t:? some of! the: Ideas which 3~; the. distillate 
of may arm experience 2nd obscrv.5Lio1-1 3.B to controls in 3 war c:conomy, 



In the first glace, I am quite sux-e that in the next period, if 
it should come, there must be g.x-eatex? centralization. I aq quite sure 
also that it will need to be newly-created emesgency agencies, and not 
a' combination of the existing cabinet agencies plus emergency agencies. 
I say this even though some of the established .agencies, such as WC 
and the Bituminous Coal Commission, did excellent jobs with their assign- 
monts of war po%Ters, But I do not see how a complete war ecoriomg can 
be handled without bringing all o.f the agencies togcthi?r under on: ten- 
tral board. 

I have Rorried considerably as to the question of ahother evantn- 
ally the whole power must reside in one man to make final deci.s,ic?ns, 
th::lt is, one man other than th:! President, say, some Director of 2; 5ar 
ksowces tioard, j-f t!Xit WO?lld be th!: O’VOS-Fl’II Zigf?nCy. I b~:;lievi-- fully 
in tJK S’Lrgle administjrator idea. But,. I ca,n concoivo that ther>z needs 
to bc so,mo standards ,of adminiat~a,tion a.s to cer,tain major judgm5riti; 
th:i t,. hc might make , othar th:, n'his wei.ghing of .thc evidence 23 it 'comes 
to him. . , 

1 m17 SO:J i-t partic~~~l.l.arly where th6rt are long-established national 
politics that have‘ come into oxi:;tcrlce through legislation. k t lx0 say , 
for oxample , th;lt if li';e have 2 policy Lc.ving" Lo do with rural e;lr,ctrifi- 
cation, or if w't:! haw: c. nolicy on irrigation and reclamation or :; policy 
as to patent control over atomic emrgy, I viould not like to see the 
power given to &lie man to s-usp2nd tnos6 policies or to air~ke a redirection 
in them even for rNar ;X~E)QSCS. 

On the other ;h,and, I am. cls-irly convinced thct, while the job of 
economic stabilization, c..g. ucdcr B<vrr.eo and Vinson, >~as well done and 
Wi? S Il C C e S S 2 r y', in the last an:ilysi.s it I’JCuld not havei bc.e_r: neCr,ss:.yy j.f 
WC could have come to the ides cJf an over-all board. I could. prob:lbly 
discllss at length my ide:?s 2:; t, 0 WkY,J7 X CL? did not have fro,m ,the bog:inning 
end i:.t the end fn over. -8.11 board des pitt: the Tact that that :';‘a s a1w.y~ 
a nuestior, beginning wfth the -very first day of the hatl.onal Def::;nsc 
Advisory Commission. One of the; reasona, of course, was our failure to 
reco:;nizt: that we were involved in war, whether wt: liked ii; or not. 'The 
second 'vl:aS that there 'was a real feeling as to the incomplcton~s:; of 
the knoMlsdge of our industrial s;:3tc:rn on v,hich to base o,vcr-all control. 
A third one was the gt;neral cistst;te that we zs a nction h::.vc for the 
myan? zation of pouter and tho contrali.zatl.on of ;iuthority. 'Th:: fourth 
Orl!10 vv2.s of course, the streng';n of the Cabinet, .\~jhich i:; always a 
m i;tes io bc:: taken into cons5.d .?ration , .narticul>irl;y if tl?t!rc is e period 
of preparedness instead of ins-t:':nt w::.r. 

32-t there was more, it se,.-,mcd to ~c!---li v??guc fooling of insecurity 
as to techniques and mech~.,. ?nisms b-v which control could be _- I; 9Aerc'.y,r2(Tt D <, rue 
had gotton not 'a ~1101~~ lo-t, ou:: of our own exneriencc in t&c f:i?-si; v:tsrld 

: war which you could really put your touth into :?s to how control should 
be administerel. 
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&other observntion,, -&:i& np\y 1106 SQWI imp~rt8nt, h% 'tlihich !X!Y 
x>nsyi sssmod to m.e worthy c2 study, lrx;?s tha decidxi :!AmitntLon~ on 
contr~~cctxrzl 'gv%horitg~ by 'th<; p(:<:plt:: j& chsr;z~ of prOCUrCmSTl% E\nd ~TO- 
dr;e%:ion. 'ihzt is, -h&rc-. hes to tx, it SC i:li?:i t. 0 P;Q ) s 01% c?or~~!"?or:isc %5th 
tk:' lqy 1. tn chnic-22. I. j-tit: s sl,lrrouIlti:L~l~; pl'ocurcIils!l t 3.nd. prod.c;ction su that 

%ht>.rc: is " Zri:ja toI3 rc!.ni+ -.r;a. hbj.lit,?y -to p1;:rl f~)y rK0r.c: t,hn.n just 8 s&r-t 

:jk>:is%y*, 

I ham in &r-d vihat 3W.s ?bl.c.! ,tc 'be dc)ne v;j.t,h ~pr:?:vjLng ou"ia ~n:y; of 
t&c pw ch‘w 6 3 .T 01' sx t,i,Los j-n $hc: ez;.rly p,?rC, of' .th+> TYIL'. 'T&i, tC>i>k z!. 
sp5ci:;.l type of cqnsidorati.o?: 3.k hC1.p f?cXm i;I42 Sl.ld 3 r; i; Bllr ; :: tt l .ay& 1 

wcx~ilh my t;h:ct if .,v”” c!xpo ct to run 2 cantrr:Li.oec? ~v.thorit;;c,:-, -t ]IcJ j-(2 .*Jjt;s .k, 
'ho sqiyc $:.;@;)rstjJ)n %rl&e F:S -tc: cm-&.ct xuthcrity . 

S~,t-ting bo'cic to soinz of th::sz j&a, 1 .fr:c:l t&t tkx: cc:;tr::.1 cm:moZ., 
:;ifics it vril‘1_ den1 wi.th the: efitjre acc?rmxy, h2.s go-t to he?Y c&!tr~l '.3vG.r 
211 reswrccs---pricey C?,]id t&C iT.C'r:C? 5' S?;~lpl~, WR ,?E! S , :j.nti mtcri:7..ls, i~?ci~d- 
. mg 2.p ip.d:tuml ma tori;2ls , 

:is to thG men?:;, .I th.j.nic J2.iz-t ths fink n.uthilrity $11 -t:lx?+::;irT! h:: s 
70% i;o be vi+,;jl tl?c e.mi:rpenc~. B:.;t:r:~.. .::, Tc; 1nc, .$ho pvm- f131' :~I.loci:tio,n cf 

\ 'r~SoIxrC~~3 lies ;l.o-i; cri.tj.rqly wj:i;h the px*it?rity, ,vihich is Otill, 23 
hr~~ctl says, th::: ht:ert; of any w::r control, but at Jc::s.t sccor..!?.rily is 
t;-na p':w"r Cl.f t;-1x3 tion'. 5. '&J.ieve t,h;!t 't.&!yyJ XlYt? coqtrc.1s ,J>C)3,J. i, . (' 23 i" 1~; thrcu;:<h v. 
ic7xii-t~ioh ?.nd t,& diff&y,.p.tial~ :ide of it which P ro ES -pt ut?t,~ npcxj . F0-r 
-th?.'c, ri-:nson I would S2.y 't!lCCt d.ChV~>j.tU thfl! j,.tpfZILa 'y-&! .y?.CS of 1;l?e c: o:+jinl&y 
furye .t.ion of i&j ';i'rea~~~~y-, :-: t ].<;a.~ 5 -(;he :<:e n::>r;. 1 <;i ip-;cl ?-c:.n &' p;Y-ic~~ .\aould 
r.aed -t$ bs in -the co:ntr21 aut?l,~:xi.ty. 

I think thit cipgli.ts :l.L:;o $Q Cr;.('.it e;~L~n::jeor~::; rl:ld I(:,?)~$, &spj--& I 
i;hc g 0 od ,jPb t?Mt, wds !"~iollO I:..:iL iim &t 
if: :,i‘ i;'~!~-,,,' ,Jyq?C'-pj)l~~ :! -t;able 

1:y ::. y.Eib~:r of lP-!:l a~qxKYi~;:;, 
c,f l\crrib!.i:3) 7: c?(~l.~].d 5 0 thrc3;h t;ht.; Ci:yL~,cvij.ty 

CrC;(?i'tJ CGiA~);>~~3fJi.S~~~h '3 C~jx'~*~rj.(J[lC~j, .I C~'UJ.3 ?O ~i;!:y;:u:;$ TRC,:>y:?S of 4,l;i: iZ2x) 
.I;b2 'Ltifel?~:ti Fl.nrit; snij +J:~c 3ge(:i.c 'i j.zc3. f:ori:~y:~$~ons :J ryj. pick ,:;:I t 3 m&y:ip 
Cjf CXLSC,S -wh<?:pe i;v (_ 1'(zZ ;Y&;ji': T] (jf -i:h,> i"j ,*js -JL "; l:i:,horit,;j; :t' t.:; t:i.y TJ$$>1: th3fit :"‘:Psncy, 
1; bbfZT 1.c 7,q FL Lj ,.A L _ ;jp f(;yrg;! vt; 3 n(l ci (;: ‘j&, r!rli.-.rltL of -i;lK w,lr progrm1, &y;T f ,f"~jx, , j^ .;. :;het 
x' <e '1 s (??A !lI Til~~~:;~,j il.ij:j.~Vi~d, :!!3 X d j,;$ :i,bcj~it transpc.r-t:,G3.Or,, ?.bCj.i+it oil, ::b::!llt 

Z.TYj CllltiLTe, t,hS t -Lh;! 

ti;c ru:;l:i?r;‘:jibili.ty fcr 
fixI:1 1 2uttlnrity s?lould 'be iv i.t,!z t;hc: bo?rA w!l:i.ch hzd 

.W;e: ;;o r:i.‘,r: 1. 3iye eti <:x1 Qf’ :t:qc> e COr1On”y. 

t,hr;-L renk, 2 ~sursd, 
I bc li.~VO 

2nd hOl!iI i.nc; cons+tru ctiop 3-nuY-j2~ h-1 7x2 TV lie con- 

Z;rolhd, :!l:; Cl, an.?_ .i.~pcTQ ? ri'z i?x:?c)rto . . \ 
/ 

ha vrol~fici 1.1::. vc; to have cc:ntri.?l $Vi;l' 'ELI.1 prc.ilqcti.cn facj.-Ji.t;i.&; 2,s yf?.L1., 
2.S tht i.:Cr:c:F3Fji. : (I,'i' f,; cjlf'cj.c: z, . '.;'kjerf? j.s ,3.j;jmil 2 ~1 gyy~:~~~~~;d. .,~YI;;L: t:i (3~ a~ 
to x7hE-t is .i;h? Ciovc:rnmnt, '5 pcmer tc take :,~t::' s;:tch f;:ciliti~ss, fi:lx:, 
-~hi:rc,f! '33 Still 2 ,c;:J-~eZtt,er di -i'.f-i:-:L:‘LLy 1l.S LO !-lClW th:i Governmo.nt fUlY2~tJ:i(iX 
w!1en it beconks iJ!-!c opera-to1* !i :; 'xYC!.1,2Fj t2'1133 ct:l&Jopr. J ncr,ed riot; .b::II 

thk aud&nce -1;hx t i.:i?rsly by puti,ing t;!lc .i:‘Llig 0.f i;t-1L D,li.txX~ s t;. 5 .3 CV61 
a ?;'l:ct, you hnw not z cc~q>j&hssd :i chznge c.f nd:!:ir:i;:;i;r:! ,!,ion. ;c. i?<; :t. jc, v-6 
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that ths difficullg wh5eh i@. 3cruch had with the head of the kited 
States Steel Corporation xin thi: First 'ducrld bar is otiLlwi.th us 2nd 
would need to be resolved if you 'w.;~s to have .the high-energy w?r 

. that is contemplated for the, future. 

&-teinly you shoulcj. h;;ve c.cn.tr()l over ~llockt.ion. 'Jou sh~$.d h3vti 
co&,roi over resa-?rch. .‘i’hzt is B difficult one?, too. You pvb?b1 y 

l<r,ght $&it there was r”32 lly 2 Wp:XYte ;Jg@,ncy for ,rC!3!.;%rch. In t11:: Anr 
Production Zoord, on which I served, there were wny, mnng c!,ul;s-tiGr!r; 
t!;-::t wme being secretly rzsenrched thet bore 0,. n e,e'tr;rminc: I;i()n,T thl: t 
m; v:crc; mc:king ;'.s to allocr~-tion of m:?terials. Cor!f?L:ict,:; could ii% 3i.ly 
b,:!,vc &en dj.sastrous , 

YOU ~12~ recall thst one of the most difficult C~LES%~O~S of the 
v,!ar‘ $ffort.v:-,xs Jj;:l:*t. s?yJpl.l,L:! d L- as: ci,,::jq:;, '~5 -;,z.- t?ic ,qwj.f'L (JJ:::!]'::-~<i.(r sy>f' "-~~.+hi:t,ic 

- 
.J<,;-dL-- 

I rubber Flsnts 3rd ot,her types of plants, in Pihich the; Sgcr$t,Qr:jr of .A:z.r, 
the rubber, czw, the hE:::d of thri &i;y I'roduction Ekzrd, and .the 5~~cr(:t~y~ 
92 the I?;:tq7 in 2 lesser cnpr,ci.ty, ;::L]. became invol.ved, fkithin this body 
I would say that thiztre ~wil:L k '(Jd. to ?JF! cl.ustc~rs of rel::!ted contr:,1s, z.nd 
I fr;vor the function(?l nppronch. 7: s~l~ld sny c~~rtai.nl;y th2t ,prirX, 
rationing, ren% ccritrol, 2nd. civiliw supnly ought to bc in on!;: I’ ;r;ZnCy* 

I .y:~uld 3a.y that C,hat qencg (jr~;@t, j,o have c;vRil::bZe not only s:lbsidi::s, 
which proved wry worth whil::;, but it ough-t to be pc,ssiblrj for thi r 

V3ited States Gov3rnmc:n-i; to dr.L,l, even on 3, pricci .c;r 5 rationing c:r 2.n 
.silocation qjesticn, li\ith -3 pr-j.vF: tf! coni;r::j &or 2nd SF! y, t'~9e -virll1 render 
ygl1 -t;hol(+tt or %e will do vh!;c;wr ,is wcr~ss,?ry tc put >-on back ir! i;t~--t;us 
quo. u 'i'hp-t should bc in tha ;c;ntr;i ct wri'sing. 'he' lizitztior!s of poWfir 
rJOA RI-e such ti!.l? t you ? re drive!-: to %llC !nos't ir~tr-jc:>.tg of mc~C"i:!,rlisy$ 
when the possibility of just ~-1 !:\ply sr:yj,.r!g to i:? yg;in, "Se will mrke 2 
r::imbursem;nlent" or it&e p il:L yt;rldcr you. vfholc:" vio~cll+d serv<: b,2:st. y l-,0 'us 6; 
of i:mlrAfJcc plxK, li X?d S~~C;CiTil f~i.l?FiECi~l~ ~:LZ.JE~ iOr t,htse :xr.,~csc~~, reeds 
to bz er,$.ored. 

& j;o F.nti-..trLpjt, lyhich is :: (isf'icl:lt qmstj.cx? fbr many, xX2x?' 
pfx!nlo, 1 t,hir;k thr!t ijh<: ;:xpx‘i'~r~c~ 
t:-liji*c, need::; to .be gua.rzntees~ 

cf the l~rj$ y:cr prryJt3 t&:t, V:kile 
tl:,z~.t b11.s ini; s :j sssocl.>tions ' 2:nd :!?I&i:rc;ss 

;:qya r$zn tions ! rk~~,o.ti.ons wi,th $hrr! Gov33mi~nt ore noi; s3.hjec-t tc ::nti- 

trust p223lI!:ies, wi:c do not noed to go nuch furthw thzn hz:; k,~n ~:;:ne 
i.2 t11a p;! Sl; . . 

1 hl.& ;;) \rpry, wry dccidcd ",_ +'c:alirJg that it would be highI. d'Ls::!d- 
vsr,tageoas 'to grznt, uoi"ier i;c: ;I~ ~~j:v:+e ccd;r~mc:rcj.:ll 2gOrlCii:S, j. n $& form‘ 
.af cc:tde authorities or nssoci? tiozs, in order to carry 0s cert2l.r. i;'Cr 
purposes. T&z reason I s:'y thj-r: is tjhgt; 1 believe trzith the ir:crc:ssln& 
knowledge avnilnble 50 ihr:: 3ud-1 delega.tic;ns ::re 

net rkcessary, 
,pi;.i:lj.c ~tlr;?inistrn.tor, 

&$ .rl,e tblk for o ~j.tt,lc! ~:hil:;, if 1 m?ty, about w-h t nt< ihir.!i :.;e 
1,:.sri-ml ;: bout Oi3-i. 

- i: - 
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In'the first+place,~ I think that I night zs~v;e-ll co'nfass at the 
vorg outset .that lnost man in find, out of Congress--8~3. that included 
myx:lf end,. Swl~~ of my Cop mer+--did net ha-w a long-term f%ith in 5 
siz!g3lc: price stop or price froctie. In other words, some of the ox- 
Ferience with actw.1 price control in the face of extraordinary in- 
.f$ition of d-mand or diminution of supply was ? decided surprise to the 
con-trollers as -riiell as ,to .z large segm~~nt of the 
There wers stiil sane in Congress s:lying C?S 

:xxx-iomic profes:;i or!. 
late 3s 1943 snd 1944, 

ll?c;u can't set aside the 1~s of su;>ply and demand." f-t me had been 
doing it for quite a number of months and stark reality 'was staring thtim 
hr! thr: face . 

in other words, one of the outstanding expsricnces was that we 
learned that, own in a relatively frc'z economy Like our own, you can 
firml;r stabilize a prlco by -the arbitrary Eixing of a price, given 
always the surrounding aura. of public support and given the kind of 
industrial organization that li,nds i-ts!:If to regulntior~. 

* 
iiue found., of. course, that ijhi; bulk lint price idea, -that is, of 

makin& a price that mould:carr;y marginn.1 producers, wes not nowssary. 
Thati vias a thesis strongly urged on mg a I; thz beginning 0.2 .the liar, and 
ore that ,I had determined I would reject. + 

i think,the second .most importen t thing we found out was that the 
concentrated industries wro the nest ~~asy to mnrcge; and, as a subsid- 
iary thought to that, that there I .. s a grc::ter degrcs of concentration 
in American industry than is generally suspect*edi 

Another corollary to th:at is that in large: @ustries where there 
is 0nly.a relatively s,mall nu.mbor OP producers, thsin oa;n customers, 
that is, the buyers, are apt to be; Frcotty rigidly maintained year in 
and year out, so th;:t you have 2 structure in c lat of industries where 
the ,producer, th<at is, the sc>ller, ::nd the buysr identiti;:s stay about 
the same. It is in thcT.t 2re.q , of c!OurSe, that the:: price freeze works best. 

I J~::IS a b1.e ir, the 't -&bo1~el period mertly by telephone to keep the 
p?lCCS in 5 lwgi:: industries from rising, even though there wcs extreme 
-pr?I;CiSSllTFj. Of course, I'had gotten to itnoT; about the centers or' control 
through the TWX monopoly study. I had bcen.studying the price-making 
function nnd ha.d found out who made prices Jn an industry. I think 4.t 
xv;:2s Lb. Galbrrith, my orice dcouty, who, seid whet -if8 found out B??.3 rl12.t 
it is easy to f& prices that RI'~ :.;lrcad;r fjxed, 

Vie found, of course, that the cecossitv existed for th,.: xsj~dn2nce 
.of records and ,for the 

0 
subpot:nc: powr ::.nd. for inL'orm~.tion, I kiavii looked 

in-to the price fixring of some of our LLGitiri American countries. 'I rsc2.11 
orx whcro I wx credit:-;d C.S E spec~inl rcsc,a,rch 1%~ r: ~ccsrltly to st;t?d;~ end 

_' 
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cldvise on inflation, I read the price control act. It wzs far better 
than the one I bd been able to negotf?te with OUT Congess. 'But them? 
had bien no control. There hzd bein no penaztiss applied. 8!obtrdg had 

paid c?ny attenti.on to it. hcd such was the Lack. of records, or the 
possibility of concealing records, t&t rione could Reilly dc.tl;rmin:s 
whether a violation had actually occurred. kdministra-!qion 2nd enforce- 
m.ent +;cre noas-i.bl.cz.. - 

. Another tF.ing that we foundynd I think tk1j.s is 0-r‘ extp2ordi.r;ery 
importance-was that in an industry- in whit!? there are :> l~irge numb;bzr 
of ~scllcrs and a 1a.r.q number of buyxrs, in which t!Yrc _I .I is translur 
alilrays'going or c?s to th6 c6tomers in relation to the scllerg, Lf yoti 
want to do it, if you are willing to write 8s lone 3. reyql7tion as you' 
feel necessary, 'ther3 is practicsily no situation th8 t canqot be broqht 
under effective price control. 'If you will, 
cobsider what the busini?ss practice has been, 

by intelligent survey, 
the: terms of t;radr- 1 , what, 

tkc customrs discounts zre, or the c~.xstomary floiv of the mati;ria3. from 
the ?roducw -to the; buyer, you cm write z regulation. 1-t may be a very, 
very red-tr?pisQ kind of thing, and it may provoke 4.1 kinds of guffaws and 
rxspbr:rries from the press, but t'ne possibility of writing :-?n waler 'thT-'t 
czm be cnforc:;d , Zivzn the enforcmdnt staff, is there. I would sty thzt 
this is something nm. I wouldnlt hz.ve thought it possible. Ul'e cm 
regukte pricss within an industry and. d&n to the individual firms in 
cc?:ie that is a recessity for mx~intair?ing the.:Tar ijconomy. 

If we hzvc another war econcmy, ox of -thi; strongest recommend-?tions 
~I‘would hsvo would be for q~uz.lity control. The last time we siimc I~EVOF 
.zble to prevkn-t this deteriorxW.on ol" q:~siity, ~zinly, c:s ycu how,, 
because of the stubborn r~:sistxacc ok' soa c f the industries, taken together 
with the powerful kifid of s:1,7port that tixy goi from Cor:ggri?ss. 

1 would say- that, primts of zgri.cuLtln-+al products :l-ottld better bc: 
tied -to production r)ro~~~~ &,A ..<ms th2.n to p?ri.ty 0.r some parcentags of pa5tiy. 
In o,ther words, I &.vc 8 distir7ct fc;eling th3t 5-f. i-L w;:rc possible to tic 
production to fax incornc, &gain using 2 broxdsr contra ctu~l p&&x tkxn 
hm beer;. exercised before, WC could hrwe escaped th:: kit-:$ of i.nfl.c;ti.on 
which ct:me t;o us by tht: incrsasing agrlcultursl prices. 

rue found, of course, that we needed the po-mr l;o buy end ~~11; that 
this was pmticulzrlp true zs to agricultural' products, 'i'hG pmm was 
zxtcndcd, but it vdas r&11). not usr~d. lit time\? lhiht::n m:?rkets could ~XVC. 
been stabilized, the power .to ~311 r;overnm~nt-o?vrzed surplus&s TXG in 
producer-minded depr:rtmnts. 'Therefore the follow who was respcwible 
for price control did not have the r!ark&,ing power thst was neodod; He 
had to go to the economic statilizc~r~ :?nd mske hss c:ise. (The. L2c:onor;ic 
stabilizer id<:;-.:, of which I WZ;j one of the e::lr'ly proponents, wh?,l? it 
was c+ good clne, vould not ha-~:; ljcen ~i?c~:syj~:T>- if the @-jly &:ciSioIl of 
thi: ccl?tra!L board hr:d been t:tken t!s one of the necessi-tics f‘or r;:lint?in- 
irg the n-jar econcm,y. ) 
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ire lesrned the value of the emergency courta, that is, the special 
courts th;lt'vtie established under ths OPA Act in order to speed up .thi: 
determinaticn of casca. 

Another thing that we found was that while there arc ,perlods in 
which to mclintain selective price controls, 
ovw-ali freeze. 

ineaca,p~bly you comr; to the 

If I were asked a question whether,, given another 
emergency, we should use the selective meth& as against i;he over-all 

:. ,. method,, I would say it would depend lergely.on the factor I mentioned 
'earlier-how much unused rcaourcea bxisted; that is, m/hat latitude did 
we he,ve for the 1%~ of supply 2nd demand to operate in the ~anerel 
e COql~Iy and,. of' course, a&ether or not war came suddenly. 

I; think "cl-at we will need to determine standrirds of decontrol fi,iell. 
i-n :s?dvance. I think nov; that we *should have made 2 strcnger'.fi,ght for 

1 a price control act that hz.d no arbitrary calendar termination day- 
Fhen the history of this inflation is written, I think cbservers will 
SCJT t'mit' the fact that the OPA act ce.me up for renewal in the middle of 
the c.alcndnr year lc~t year -~?.a probably tho most unfortunate thing 
that cculd have happened, In another six months the growing forces of 
production 2nd supplies could have tnkon case of many thing:; and. xi, 
could have escaped 'parhzps the last u~pswiug in the prick level. .,‘ 

One reason we did not make that fight -in the early days -Kz s ~;i-lnt 
we l!-~~'plenty of flights on our hands already and we know that the con- 
gressional pcpler was there to extend.or to withdrew. As 8 result, in 
order to overcome ,any suspicion that the OPA act was br-:ing urged as a 
mechanism, for business cortrol after the war emergency i*Jz,a over, we did 
not argue loudly ecd'longly, as vre did for some of the egriculturs.1 
parity provisions, for example. 

. I think another thing th?t is worth nnybody's time is some ,plenning 
for lysr price ?nd r:-ition boards. 

I I believe that the two powers of price and rationing need, of course, 
to be t&d up together. The ration.power ss exercised by the OPf-. came 

1 with the Second ?rar Pogera Act and was assigned to the \dar "?roduc$ion 
g%xLrd . 

I think it should hzve been in the O?h in the first place. I think 
also in the, rationing we will need to consider how you tie cus?omers to 
distributibn'outlets. For example, 
gaaolino, 

if the distribution of,milk, oil, 
and things like thr:t had been tied to the customary ou-tlct, 

a mulch better control would have: resulted. 

fi.5 to ,ront eoritrol, it is my firm belief that even thcugh it TVRS 
one out,standing example: of control in this period, it needs to be coupled, 

~~-il~--~~*ll~-ll--~~~-.:~~~-x-- Y-----L--- --~-.-.-_-~-~ _~---.-. - ..-^ ~______I A 



;L s all other controjsshould, with the supply. That' i.s,.I think it ~ceds 
to be in one'of those clusters,of con-trol that have to do with the. 

I canrio't &membr;r mh(:re the .rscorunendoiions sunply of housing. ,g(-- r e i- 
I believe it was the Brookings &p~rt--~~. 3s 'to J&sons to be le2xm:d from 
idlo First nor&3 hr, They were contemglsting that duo .to tht; exl>ectsd 
.r * II 3 sc~irclty 01 nousln&, any rent control VOUld have t0 h3VG: l?Wl CO~lti31 

over all housing accommodations and the power of allocation of tor,ants 
to housing units where there mere extra or surplus ac'commod:!.tions.. 
fhljtl is, if somebody had a fifteen-room house and. only !;?i;o paople living 
in i-,, the, rent F$mj-nistrztor or housing administrator could,,zrbitrnrily 
assign pecple to that house. As you know, we novsr c;v<<n d:is cuss& i-t 
in the debatg over the (3% ?ct.. . _: 

Let .me just so.y this, because I think it might be interesking: Vu% 
got permis5ion from the Fresl.di:rh--nore than per~?ission--gunarb1~ support- 
to, introduce the price control bill in the summer of 19/J, i?s the: w:?r 
clouds were gathering. itic; wt.ye operatin;: selective controls 3t .Lhe t ime, 
and X knew we could not o:Ie?;:tc anything liks General &ix, that is, over- 
all controls for distribn-tive trade, ~gh&es& and. reta.j.1, v:ithout 2. law. 
I also knoriv it wouldn't be very long before 
&ecutive order. 

,some&x .challcnged the C?ACS 
I p& ,the di;cFdet? Teelj,rlg, as meny of you p~~~~5~~bl.~: know, 

i-,hr:,t y+ were a'~cadg in, ytzr. B je-!;l:cu.t a form::!.. d-cl::ira-&ion. For ,!,b+, 
se2sor1 ~72 v,c:nt tc; Congress. 

There v;&re members in thnt committee 
. 

y'no ;yc;re dc tcprn j-ne d that, vre 
weren't going to get a nri.cti coi-ltrol act; that' if we cijd get one, it 
Tiouldn 't inqludc; agricultur: . 

In those. months of tzs-$imoI;y before, the o;:tbrcak of war', th?; ??crum 
was prc,vided for creatin.g SOW zlarm about the Fossibility 'of i.nflr~tion~ I 

The bill wjhich was passqd by -tjh: Housa b:B-?ort.. Pearl Harbor g;;.ve less 
poT?ler than VJ~ had in the so-czlled 'I -$wSone"' period. If it hndn 't been 
for that ccni'luence of circumstances ::f Paarl I!~rbor coming bott;-oen 
ths tj.me that ,it passed the HOU~SE Ed. C2F!c Up for cons ideraL ion in the 
s;, n;?, t;s 9 We irio&l, h:l-ve 'beon left 'With our wings I pretty budly clipp~~ti even 
as to the s pqcisl commodi:Lies tc, 7rhich we had gi.vi:n sep:-?rctc: freeze 
treatment, and that -&as in the face of a. pretty alarm&g price rise. 
I'or thnt reason I would say th:-it one of the things which needs tr; bt! con- 
siderod always is,this matter of having a well-propared bill, 

I th&lk 'tie must rely in *he nrof.'it motivFJ,. .- v' . . - On th- other tinti I , 
kc&d give s<.:rious consideration to I complsto F bolition c:f th<! corpora- 
tion tax. There are a lot of detirminaticns that are made only for 
rc23ons of ta.x consideration, V&ich prcd.uca price icfl~tion r!;uj hn:?rded 
purchosin& power. I weld cortc'inly give serious consideration to a 
graduated persona;1 ,income' tax that would take into: accomt all kirlds of 
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incorric, fromwhatevei source derived. 
have the excess profits -(! 

If we cE:nnot h&e'$his, let us ' 
"ZX, p1.w rc:le~ott:.tion. .' . . 

But I would rather see, other th:n oxccss profits t;Qxos 'Sad rc;nogc- 
tltltion, broedw insurance clauses' , ;;&rantees against 'lcs$es of vzriorrs 
kinds, 3 ~~u;2wntee by the Govwnmcnt of msking .a \corporat&on ‘whole in- 
ste?.d of complete reliance on aonoy profits. In that V;:!y ~~GU %2?.2ld 
L 3 cape 9, lot of the inequ3li~titis 
determimtions on production. 

3nd ,gou could keep $2 cc&p?.ny rrzking its 

%%parioncE has shown th3t you h&w got to .:%?vc pric'o control ov?r 
tvzr goods and ssrvicss. irna Contm~Jlation of another ore hw&sd ,'billicn 
dollc?rs beifig spent on a v@.r effort in r!ny ono :yti;ar &ans tht?t ths %ar 
goods ought to be 2s clcsely controlled ,I?T possibly. There 3.r~: mariy 
variants 2vEil9blo. 1 ' I 

. 
As to wegos, regain I would spy the type of con&ol~would dcpc;nd on 

the: level of zmploymnt v:hbr! wf~?r was dt;clared. f bcl:ia'w thd in any 
futwc-: control wages have got to ba ti.ed.to the ~t?intenznce of the 
sta&ard of living. Inducc~:ments will. still ni?arl to be in order to get 
mobilization an9 redirection of labor, IWSrsction an$ aobilizfitioti are' 
easier if there is 3 surplus of 13bor, of cow??, ks to act&l1 wage 
control, I think that you can us<: the ~iiagc frceze.and negotiation for 
intirczses before. a central dozrd, ,es%tbli:shed to make such datorminations. 

On 'the diff ioult question, should ther'e be 8. 13~ ag,&r:st stGikeo 
rather than the type': 0; 5 grec;ment w?~i.ch was used the Last ,time, I would 
s3:~,that,tha first attempt ought to be m3do to secxr,z z:rrG?::Cmcnt again .of 
-Ehe responsible top labor organizations-the CIi), the ii; of L, and the 
b&thcrhoodc. 

' 'bFna.fties, 
But ngrwrwnt should include contr-zctusl gusrzntecs and 

If that procc~s is unss%isfactory, l;hcn v~j certainly-hav!: 
s%riking during k WET period, psrticulerly .givan 

got 
to have 3 law agninst 
t&kind of suddcnnoss of clt-tack 2nd. the different chnracte-r of Tarfare 
that is expected, 

i;'inally, cxpsrience shows the need of r a pehce-time skeleton of 2 
VJ'veX' PeS GlX'ceS board, which will include the military depsrtmtints, and 

. -Y' $11 the auxilliary agencic.:s need for a war economy. 

I think that such a bon.rd, if it WBTC! F:qistert, would bo thinkinp 
in terms of stzff. It wduld be looking to the administrative ngcnciei, 
to .the Coll.cges, looking to 'tj'winess, looking ta the occupation :!uthor- 
itios, for outstahding examples of poop10 to administer econorcie nffnirs. 
I think, 'coo, such 2 board would br: developing its own personn~~l. 

I-t riould bt! a gcoil -t?zin~~ Car the board to do F.S vie used to do in 
GW ecor:c,miccs class %hssI. teerUng zbout the stock msrket. iue TlSf>d. to 

. 



gj-ve each pupil ten thous::rd dollars md tell hi.m to invest 5t. iTor 

cxmqle, 3oneone in tQe ngsney ow$lt Lr) run E control, F2 n img 11 1 l., ,.I .ri.--pl' 
con~trol, s.xi judgj-ng v/h?% typr: of ~0rltr01 pi, V~OU~CI. in:poi;e CR the 
steel industry, ii:" wr broke mt. LwhC; -..I; WOULd yi11 do ; bout; labdr? 

hould you expect by hi&^;-er ~?gez to get :': mobility cf l:ibcr? i&Et FTi- 

awcmnt .would offer for liboy to ~::o'vo tc, 5nctP23r Ttiri ?h#? ttrr! Pro $xt? 
ivhcri: would you put the cmtrol mwr rssearch? I &hi+ such skull. 
irzctice WOUND be' cz usef&L OCCU~Z~~OI: for ths deferIS<> _ :~~~~ency. 

Above 3x1, I would sz+y that consid,e~ations of the dwcLopn~r.t cf 
sound. p~~b3A.c opinion c?rE morcz thm civsr .nE:CeSS?r;y, 1 h2y.c ;, fCF;lj.T?g 
thrct sg.spegs:ion of civil gu;:ra&ee$ WC&~ flow promptly ?nd Kor6 f'r~ci.bly, 

-! g-Lv6n an :i.tomi.c mr. For th:?.t ~~ilrrsor 'J +,&y i3 3. job for th.e defexc 
:Ig::ncy as to con-Lrol, develq2ing the= T$f ()x':bhJyh j. lI& n':. s :; 2nd necf~ssity for ,i..t, 
In othcir wrds, i think xhen you cre ti3,..-. l'Cng shout cmt~~ol, it mu% 
rest or? the convont of the ~~ov:~r~~d. Thr;.r!k you. 

GEa!E;FAL )&i(Ii$LEP : ;;s 1yp<- 3 short ~x~r~i.~c! far (JuE:stiCjnS. 

A STLQET..?T : I vcrjuld liE;F to &:.o;,, Lr. iiand:~rs;or:, if you think 
it> is possible for in ~x:3cutjm+: orger,iz:2.tj,c.y2 such 3:!3 you n~nti~~r;;;:d to 
cp~zyu-i;;; in 2 licj.tefi t;ort 3f w2y sc Vmt it cc:n have: :; O?X glc : i 3 ur e c f 
i;klfc value of its work, rc.ther than to mite ~6) 2 plan :: n? pl;t it Sw:ig 
ir: 2 fi:le , 

MB. HENCERSOM: IL cer't~.irlly don't fc:vor t#hne ia-Fti.ng up C!f c! plen 
; ixd putting it cmy in 3 fi.lG, 

per&nce of th,? I.r;_;;t J::~T. 
I believe thxt is outlmied by the ex- 

I: ~j0UJJ-j S"S 7-2 ther t&it t!k3 DcCc:isitg is 

for cor!:pl~te w+to-ciatc: nlcrtrxss r:.bc,lt cmtr& 

For cxnri;,?lc: ,,if yc:u put z. contrcl plzr: in the file axi the I?ltsr- 
national Trnde tkg;mi~j2tic;n mlic~s 5 2rni, d&w;:ir?ation hz~Cng ti; dc with 
cwtel:; or the state trnde-ccr:trolliq:: neti.ons, you wjAl be Zt+.ft behind, 
I think that if .you hr;d z. sk~I~etoa srxp, - -it would bt: k;,e,pfng cl:.rri:flt; 
on ~11 m.tt,srs, such t: 3 rnh.%t m-0 i;h:: pGter.ti:?ls of gs-tting surpl!w 
comcoditiea, f OP ;'~xzJqz 15 . , .'- 

I 52-y this without exrxss crj-i;icj.sm of 53rGr iy irldustri2-l ~o~ili.xatLon 
plzn. But 1 think I jxi~~catc:d at t hc vc;ry o~.~ixe t that if wm had. 
broken oi:t and j%‘u tri_ed to put in i;h:: conLrcls tiint xere in th6 Indus- 
tric.1. Lo~ilixation 212,r:, Tic3 ~s:i.Q&J tJnl,r;: jr;c;r! d~~~~..;~i2C~ 2s to w-ice ccntrols, 

GKZII T.F( i i,h a:; good thinking %s the-;p her7 dcne, they h@ ri,... f7.i &.ficd it too 
much. L&t w;-s tTuE of :pny other 2r.iz.s. - 
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Q.$yJ?j& :,ic ;['l&g&‘f : &:Bv I &o:! lop N'Ixp r! ~thol:.~~~lt A littli! furthix? 

Jj?. . jf~,&q-j~&qyJ : 7.7 *p s . . : 

iy!'.jLy&I, y,;;c~(J-'p!~;-f: ';nu xre ta1kir-q ~:bsl~t h~iving this n-i~:l?:us ,;>" yr. :).i- 

zstion in ex:is~t~??C~ et all tirnos. itl1l.t woi:lii. be 3'c:ur f&a Tis tc y["&(-.J , 

s $ff 0.. .. ti13-t c!rl~~lllizstj.orl 2-L a 11 t,i.nic 9? Kould it bc $Q, j,yi' <; c'n .k,J,? '&& 

p:: q:l!; iFEh@ -fly.; y <; ;;oinc to contra!, it; T!V~Er,tl,~3l,!-N‘ 3-f en cRzi-,:l.:ncy :mx~~? 

ti xm~jld jyt be et a lcwc:r ,lavr::1., "';syT, of :>.tlr;:lr: jJ ty.i,:'.y:: '-. s c; :j. s Q?, r; -5:; , 

tii'-j-l;l? 4&b&,; 1.i i&t: of briLlrgiry in so3e bi!: pxlim r:$j f,& t 0~2 .q$:~l 6~1~ t jl:;, czm: 1 

g>; . p;$Jy$i'i .s 09 ; I W(>?Jlf,. ""yi., h%~T,?~ 't,VJ> Pi> (jpu;1..; *&I? -<ie rc 2 C. >L:,i2.11qT ;~iY~-~f~ 

tc kl3r.cl-Le i-t; in clx.r;yc . If ny gl~.e.ss j-y ~txv3~cC, ycx v?ior:% I?\~ IV r; tl.?:: $3Jlds n 
t imc %h2 t WC a~(!. to z;:et ,rBetly, tilt2 nctxt, L:ima e Ql(;ra i;$ p(j y~sf-- hx:kc.yiy 
vit’i). i;he second-clzss ti:‘lminl~t~~tcr~, 

(;ETfjiJ&L i Ic B:ipL$Y: 1 3v”‘S t,oying ::-i&h th+:+ j-da23 t:~f q&thcr J’:;~I~ ccy&$ in 
tiai. of pxice co?sx-ld the IYAC!I'G s t or: tix", pj-Q i:.f the i.;:.q-:;cn t'r:::i; I 

JWlJ. -w1&! 'Ji:int '~0 &ndJ.q it in ':: <.I1 (3rlwT1?613cy. 
r 

$jj.$;: . ~j{gi?;]pJ<s{~g: I kh ink b- -i;hc.: rct:?t$l>p l.qi!thyd J "vln:-:t yc:u call. I 

do;: 't se\:, for oxanple , hCj7i -Id 2; :?x1'c: .;t ,.iqs %,,T hena.'L;; .th.\; p-:zblc 1x3 c:f ' 

a?&.nistrn.+;:ion like ;pu ?!:'1'c l&.ort:!I;iri;: in Gc:ri?!t?rq ;'nd C'roocc?, :?r F-S :! 
p~tentit:l in China and Kcx:~, ilrilc!:;s yol: t2r.2 j17.3t ;c?i.n:; .t.;, kc 3Sln t3 
c m,Yx-lnd;J- er Ghc bc St DC: i?~,le , 

rJF;~'"-ji;~& :.~cy(pigy 2 bui; -y<-u ,j.<,? s;;e -I& tyy?r::!. y‘:,%:; y“ fro3 (&-.$'Z 

j,;;;Tb. &.J\JD~:EiS{),r\!: : . . . 0% ,, ,y<-; :i . v!c!r;y' rmcl:i. 

p& S;I'~;CEW?' : it*;l:! i; NC:ULC; yw. -i'r,i..::k i.!f ht:.v:in -; tnis !?lIC1~L!liS <set up 
:,.I" t,hs driicr;:;e: c,;gcp.c:j Icc:?tei? i.R t::s p-Jt.lr.pir,,; ' - S~~:Ct?.~~:P?S ,I '. f t,yiT; (j].(.'L- z., jJ2:: 
q(.:;]cTL;;;s F,, xi.-. ?I: : '\TfL'!';!f thk;':r? 5.j tY>. (?k!c(j tT1 t t j-l!:Z ,,';$ w:' r ? 

j!Q, ! Je J;,j~&T.:j 2;; p : I 1 g:q(z:y . A ;,i-c, '11 :::ly 11 (,P;+..: j-ilt' r:t;-jn:f SC; &,ior.ie (:jc *<'cl? ~)j~:.j;i;.irfe 

;: go r-x ?,c :; , lk sly.;,cl;l d;: yp,, ,;wc?$.n'l 
_. 

J& $l'lJu&;lqy : LilCC? .t,tie “Ui2?pX? t:?.c? :2,t Q:’ iqr:icl~it~..r:: c;l" i t.lli: i)if.2c:rt.p.~nt 

of Lcibcr , - 7 <)f ;! b,?cs::; x.r~~ii3.il's p??.l:: si;t:,ff -a:s& ;:.;:; ;; p 1.:; 7 1,r;:i.p;; s;.+ c jy, zL ( ~ y .t hr:, t 

y& vJ;.,>~.lii T:$ar.t ;< S‘L;? C&($ lJ.2 yv;~,c:r's <,jJy tpj; t:yyrcc ,,t?;cy c~I'~:,P,i..5-3~;i_'ll_. 

$:<. ~L~I;DEESO~: :. If ;,'ow ci>y&j 2'; -t igin ::.nc;j.srst::;:d j..n;; :3,:$. .tjv; Iz, tp,, 

t.lc excrcisti of rl~i~~i~yi-;y aELi ;;dt p.:tip.J;: ::;?._llin,: -br: be ,-I e t:: , 1, 'r, 5 I .-. -<i. .,.__l 'L', til::re is 

r-E r c : 8 ix Wh,J the ;,; RllCUlri net, b,, p2r i :'r~3.i.~c~p;;: yK.rt-%ilx .&J-k i;,hcy,; . :ikLt I 

d cr. ’ t kixx ,-:f ;:ny si:1yli: c:,rm~~~!:!it:>~- .th;: t v:i.: 5 :3x’? XjC.ll pyp’?‘!‘” ::y;. 2.t t:yi 
be~$nrlj.r:‘.,., :,f t;ile f:> s’i; .~rar s:I- t.: t th..c b:+<,;i.nr:ir: ; ::::t’ the> h;(>p,z ;>cJf: CC.,:. .-t “L&L* . 
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‘i'cx probsbly co r,& yr;;ij_:i=t2 ';pl.s$ ii\',., n<y(rcy (Aj.6 ;;ct; cc.y~-\r::.l o':.xtr ii'ne 
f&y; of JJ?J;~ ;:2 teri;-;ls . I -iy$r;\.: ;!:l)l~y E&.FY i;f;2,t 'grin;.-irq -j.:Q ij.i.2 C,.,‘.P. plr:fi 

2 Z1l.T s?-\ixl;~, 0 W&is is t& lFisl;.Il. 1 s<<j.c', il'y(>u ~i~,~:ir~, f;h<j ly::-&yt," !fi;l-,~r>.; 

i',M y-r;0 1" w3. y r tJi:,:;:> ivjle I?, VYith ,: j. .?*i:y( cx cq;t -&ns , 1,. fc?ii; 1~~2 tt-:r j.a) .-' .J, ;.lou. ;,VCT 

!xci c c 2 tr 3 1 cvc: r t:':s r"f.ov of cc;.:lmodi.':i;~s. rh,; i; o\icynp:> y!t r:;jVi-<y ,f ici, @q. 

nht-!rl: Ii-3 stocj, fin cq)pzzr ?]-.~ .iP;<j .i,&lJl-. I TT2.J tj?&<?r;?, ::I\:; i: clos; 1.G &J&p.J 
ip& T - .I.;-, 

.f <JiiFJ E .t j;hd 8 fit:; oi' t;>ic: ':y$-:.'.r . 1 cior,‘t lAuyn*k you c:+rL us. bd; l-)(:;>., f, ct+. Cs 
;!J.;.ll?ah-y or CT? pcss . r(-j;- j$,+ .:y&.“,scy~ 1 yJcl~~, !-:;.v:: ,2 sk\.:-Jt:fJo::. 3.t;; i’:: : !; 
IT< Q-P ‘7 \,* ?I.. 

k jy?j;l‘;‘;~!“: . i.Jlii. yJ.. &.kni>ersozl, :!‘cli :~i~~.:~..de 3 rnth,lr &st,yo-.g r-lp?.:y’ ,-ii; iyh~:-i.. o:?r’- 
-Jill;; &-c ‘li(J iL!S ()I- oc.;)cst$r;,& .y,gc:j;ci*. ” 
to ~4~:-I~~y:t..? ::yjl:. 5.0 

\.. 3 --Txtt in? thj.;j -j,.n f~:l,r <:;;:;?1 i iQ1’,;i.3--- tC:?(: 

pc’; rpiJ&~:; f&j.> 1..i;:.&& 
” 

.tFp A<, is ~~~~,~;:;y,:q’~~“. ;c1^: ‘-‘; 

y-c> 7.1 p;i;.y< tip; ~~’ (-6+acji.p” L / i::i:~<.).-‘y~?c;; 

-&y&j ‘;;yjJ’,< l!.&r thY.1; c:q,p:;i: n-2, .“;x; 

~~~,i.~t;l~]q~ ‘&(Jlj.li! ;ic cy>lc; ii: r;c, tT-yj.y ? :I 

WC 1.,&i jy,?JS iy’) ;,y:).*q:( j-p, r;,.CTd :>‘j_,p\; (VJ 

ii; -rf-p: I.>? bt? -&3-b <:’ :i li.k;i:ly t<.: .: ; .->‘c:,.:;:r;i!te f’s j;!;h,2 f;;y~ cl;,t,j~e 7~y~.pc~~e: i;jy:t, 

n 
Y@ll ,s g(::.G: !)I l 
* 

J&F& , ’ y&-JEySC;‘;: j-&.i; ?.lS s:y 7,:;: i*><? 9 ‘&.p ‘/ i -6: s cl>y c 3 5: &(;;!.y?:. &“; I>.;< ST?-:,: 
I? 

pll h-.,d 3% tq? oil ::cT: b.erp jw?. :jy::l;t bar ikej2.::~cG2s 3car::. L.i ~j:xl:j i;:~.vc 
;.i,.. _. 
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the; i;,7’D::,‘. :: :y: lY;-,yy* ;11t, jf ;,rcn &:.rly<: ‘>i’ ‘\n ~p(,;q+ EC ::” ;-$:T <y;. , :: y;: f yl<. L’ i&f., 
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2 .;..d,.i 

Fjvl coj&Tl, ?.rd y;,tti.n;m; j;.i?l ~;&~~ -y1: ti:i:: ;:3.r RI?$yf:r(y-. .i: bT;ClJ!.r‘ :I.:: '72 th:!t 

y<::,J, .q(Jrj&g ccp&,~:qtp~ $;t;l"& -;;r-jsth 911 f&.l; kr;o;,:l. ~2 ,.:-;Tc ?F,:: i; i_Q ::T;z i)., .: ;?I<+ . 

1 :‘I.011 't. 3 2 e T& 1-y T $; 
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‘p: c' 721 .; AL C"~ I?ciCcSi'jj.t~7 s tc,rr,a tG , 

I i!'vi:sn 't talkfri:_ s 3 z,:?;,-:l fb3G-t -th:2 ij,t:.~~ill'.~i::r: Jf L:y;_7;:.: :;;;y,:(-y-s:: ::s I 

>+j 2,. ;3 the f 6 c: ,t ,f, ;-pt 'r, t,keir dQt;L?,: r"':: C<-q)J-i; t: 2.. (5 FFi‘z :-;:rTt , &* C,-J'~;_p‘l?t ':; 

not ec,l.jippe:d fcr ::;-?. OT',=:!V.i.BL s.cn c>f "i.i:l‘W . ;. 2;: r .: &:,s -r&; (33 %\) y, .;,q -;+r t 
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