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© ECOWOMIC STABILIZATION CONTROLS IN
WARTIME AND RICCNVIRSION OBJICTIVIS

30 November 1948

- COLONZL McKENZIE: General Holman, gentlemen: In our studies

at the College %o determine‘theffeasibility‘of requirements, you
must have been impressed that one of the solutions which is possible--
perhaps not most desirable, but at least possible-~is a further our~
tailment of the civilian requirements, when we get into curtailment
of the civilian requirements, we are impressed immediately with the
fact that there may be shortages and that . the 6nly way we, can overcoms
serious morale conditions, both amongst the civilian population and
the military forces, is to insure an equal allocation of those supplies
which do remain, 3 o ' ’
_ ‘I do not believe that it requires any streteh of the imaginam

tion for this class, having progressed this far in our studies, to’
appreciate the importance of this entire subject of economic ‘controls
and reconversion in doing & better procurement job, This subject falls
 directly into the area of responsibility and interest of the proocurs-

ment officer,. i : D " R

o We are fortunate this morning in having as our’ lscturer a gentle~

- man who was & price economist during the war, is a member of that -
‘distinguished institute, namely, the Brookings Institution, and, through
his serious studies and practical applications in this field, is
_eminently qualified to disouss the problsms of economic controls and

: reqonVerSion. o U . SR SR

I take pleasure in presenting to the Colloge Dr.'Ribhard'B;“Heflebowerg

' DR. HEFLEBOWZR: Gentlemen, becausc of the short time we have

_ and the size of the topic, I will have to speak largely in outline,
ghopipg;that'the’question;pariod.will bring out the points that are

of most interest to you, Fortunately, 1 can build on the ¢xcellent
address which Dr, Johnson of the National Security Resources Board
delivered before you some tims ago, and I start by endorsing everything
he said, : S : DI O ’

~ In connection with the conditions that give risé to inflation and
the problem of control, 1 $hell stress only a .few points,” They are
points which may have been less obvious to you from Dr, Johnson's dis~-
cussion or from your own studics.. : ‘ B - '

~
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In order to understand inflation, it is important to see both
the demand and ‘the cost aspect of the problem. I omphasize the -
latter because there is a strong tendency, in both popular and pro=-
fessional discussion of the problem of inflation, to deal primorily
With_the,demand,gide. R o '

As“ﬁfléJohnson so.well brought out, the pfoblem of economic
mobilization is a problem of reallocating rosdurces,’ And if €He

' war starts in conditions comparable to thoss ﬁbw“existing, it mdans
' taking resources out of present employmcnts*and~putting‘thqm in new
- employments, which. is.a much mors. difficult task than taking the idle
"“"resourées “of ‘1941 and putting . them to work in”direcﬁions that1Wene

" desired,
It is true that we _have to choose botwoon how far we ars going
to use the market and how far we ars going to usc diréct qgthQrity
in this job of reaii@gatimg‘rGSQWrces; but. I'think it is important to
disabuse oursslves sarly of.any .idea that we are going to do the Job
~Solely by authority, In two. very important. arcas st least,” in my
‘Judgment, it is not possiblo to bring about the reallocation of
rosouress primarily, or at least to any large degres, by authority,
First, it is very clear that the job of realleocating agricultural
reésources has to be dono primarily by changing thq*finan@igl'incqntives
of the six million Amorican. farmers, Seeondly, to a vory considerable
degrae, but probably not. entirely, both the'réallocation;¢f_Qur‘labor
resources and the drawing of additional poopls into ﬁhe'lqbbr:forééf
must be done by finan¢ia1”incemtives.. T Ty e T

. As-a rosult two great elements of cost are going to rise, (1) food
prices on the averags will mount to refloct higher‘pricas¢for”agri~
cultural row materials, Whon financial returns among farmérs arc
rearranged, it will not be donv by noducing tho "price of somé products
and raising othors, Instead, pricas of products of Which you want .
onlarged output Wwill bo . raised and of thoso for”ﬁhioh'vougwantilégs;
will be heIdfConstaht,‘th_not;redUCedg (2) In'a similar fashion, but
porhaps to a lgssor'deg;ee.infthe field of labor,' vou will not attract
people into.war industries by reducing wages in bthcr iﬁdusﬁfios; ;In~
'stoad it will bs a ‘quostion of financial incentive to move a% against

If‘industry'is,to‘pay.higher wagses, and highor prices for raw .

mateérials, and to carry. more °Xpensive inventorios, it must have. mowo

- working capital., Sucgh funds may como from ths idlc savings of ths
people, but the idle pool of savings at this time, for oxomple, is
quite low, Consoquently, by one device or anothur the govermment's




ercedit will bo turncd into cash by the banks, This happons cven when
individuals borrow money &t the banks and buy- corporation stocks or

.corporations borrow from insurance companies that soll gbVernmont,
- bonds which arc bought by banks, as woll as when the bonks buy the
bonds directly, :

- The total of the madium of oxchange in the country will incrcasc.
as bank loans and investments oxpand. You will have to accopt on .
faith my statoment that barks! deposits arec not the result of how much
you and I deposit with thom, Instoead those deposits are the rosult
of the volumc of loans and invesiments made by the banks, Thoy. crcatoe
tho *doposits in the procoss of lénding monsye : FE

\‘Roturning to the main theme, .you s2o that I have tisd in tho
inercase of costs to the incrossc of domand, At the samo time that.
farmers got highor prieccs on the average as 2 rosult of tho proccss
of roallocating resources or that labor's pay incroasss not only are

higher but olso incomss arg enlargsd, . So that cach phasc of this.
inflationary problem has 3 gost phasc and a dcmand‘or_incomo,phase,
and these: phesces develop togothor, It scoms that inovitably in a

war wo work things out so that much of thy incroasos of incomo. bocome

iriercases of cost and most - incroases of cost become increases of
income, e ‘ :

Ry ‘Tho one place whorc you might think that circle would be broken
is at the point whore prices for consumor goods have incroased. How
‘dogs that in turn become a cost? It is bocause tho largest cloment

of cost, wages, is relatud to the movemont of the pricos paid by
congumors, Wo followed this policy during the last war and I strongly
suspoct we will dn anothor war, whother from o sense of justico, or
becausc of political nccessity,: LT e T o *
~© Hore we find a major roason why tho sxponditurcs in the military
sphore arc very much a part of the genoral inflationary problen and

why the amount that you will have to spend for military goods is . .
dopondent upon cur succsss in stabilizing tho sonsral cconomy, If we
"do not succced in minimizing this procoss of incroasss of costs bo-
coming dnoreases of incoms, which in timo. bocoms ihoroascs in cost, ..
and so oh, progrossively the ingrodionts of cost which go into,military
goods arc going to riscs And romember that money costs in a modern,

~war gconomy will never rostrain what is dons, booauss the money will .
always bae available, - Modorn banking systoms ean create an unlimitod
amount -of moncy if the laws arc adjusted sufficiently, So ther: is no -
such thing as money costs acting as & restraining influcncso by thome
salvos, o ' L S ; - >




© I want to build on. tho pdint thgt I have mady- about fha intor-’
rolationship botwoon the cost aspeet and thoe damdndﬁagpcthofgwgrtimc
mobilization and th. contribution thoy maks to rising pricces, by
‘dividing commoditics into two '‘groups, ' Wo havo.q5larg0garca.whqr0~'
prices’in any given circumstancs may‘bo'lookad;upon?as“demand5dgte;mincd
that-is, e price will-bo that at whicéh tho oxisting. quantity will.
moves “The largost single. catégory of this: sort-ia agricultural raw,
“matorials, «Ts.a considerable dsgrce;_mineral'raw*matarialsasugh&.5 
tho nonferrous metals tend: to conform to,this,pattcrngﬁ.At;the othgr
extrome, we have prices which at any givon time may bo callsd’ cost
doterminéd'bééauSQ'thcrpﬁiCOiiSwsetqby;ddministrators oft large onter-
priscs aecording to fairlyfwcll-dcfined policics and in these policics
they are govornod primarily by movomonts of costs.-. Wo have am.
oxcollent illustration in tho . morning papers of “therconflict. botweon
the two doctrines as shown by the ourrent:inV@stigation'of{tho-rotail
selling bf’hutomobiles;-_Thp monufdctursrs have atbempted o pricc .
automobiles on a cost basiss It appoars that some of. the dealers .
hav¢;boéh*%%ying-to'pricé thom' on'a domand basisy - R

5wy,
PR I N

In the process of inflation those prices which are demand-. <
- dotormined will promptly roflcet the movements of demand, So yéu can
always say thet meat prices, in the absenco of .control by the Governe
ment, ‘arc thosé reflceting the levsl of oon@umerfdemqnd'fothhe”OXﬁ
isting supply; - There is mno other oxplanation for what meat. prices..
havé dongs sinde'controlﬁ*wero removed: after the lagt ware - .

' On the other-‘hand, -somo other prices Will'tdrdily*ngflectptho<
movements of cost and of demand, and‘mhonrthoy-dO'chqngc:thcy~w1;l ;
first and foremost reflcct the movemonts of cost,  Tho largost in-

" gredicnts of“bost’are'labOr'cbsts"both»directly, and indirgetly as

an ingrodient in what the ‘industry. has to pay for matorials, ‘Thus -
in the stesl industry the prices of “tho Todding manufacturers wild:,
adVancc“inggcneralfconformity‘ﬁd?thdir.cost’experionce*ih:thofabsenpc
of control, EHowovor, their cost wxpericncs is in part related to. .
demdnd,'becdusofsteol.scrap?hasfa highly competitive market in which
“the pricc tends to bo deﬁand-detérmined.' So~you¢seg,-indifectly,;the
domahd~dqtermingtion‘0f cortain ingredionts .of cost 8ot into the ---
costs in the stocl industry anditendato<rai83'their-priCas;LJFﬂ

. Vith ‘thesé twe pdints as background; 1dt us turn to moans of L
“controlling the inflatioms., ‘Pérsons, who have not thought very much
about what modorn_war,involves or who scom ‘o have o nostalgia  for ' a
simple solution which overweighs their judgment often assert that
the problem of wartims inflation can be solved by proper managomaent

of the tax and oxponditure program of the Foderal Govermmont, Nothing

Ty T GO FTTYy T7 /7T I
SRIZS T RIECTTTED
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. .can bo more d“cuptlvo thdn: to take a view of that sort. As one
English cconomist has very well put it, suoh Drocedures ‘might do
very woll for the little wars of the liberal age, but one point
alons is: cnough to devastats tho suggestion that fiscal means are

~sufficient to restrain the inflationary tendency durlng modern war, .
‘The lag -which occurs between. the receipt of the increasc in tax

 revenues, oven.if we set up the most ideal, drastic tax structura,.

~ and -the gxpenditure rate of the Government would be 'enough to start

the WhOlu process we were talking about a momunt ago, But ovyOﬂd_

that; we Have to Pace tho fact that ina de mocracy we will not have

- that kind of tax systom, and, furthgrmorv, that if we had that kind
of tax - SyStuﬂ, it might so undermine the motivations of 1mportant
groups in the cconomy that we would not hive moximum productlve

_effort forthcomlng.

I mako thﬂt argumavt v1gorously bucauso»wo must face Lo tho fact ’
that if we get into war, we must rely to a very oon51derable extont
‘on direct controls in.ordar -to accemplish stabilization. That does
not mean to deny that wo con do o -substantially botter i job of financing
-ourszlves. out of current rucelpts than wo did in the last war,  Further--

" .more, ‘we must frankly plan to-aim the tax structure to an 1ncrvas1ng

. degrec at the groups of which expénditures cause “the” 1nflatlonary
“ movvmpnt. A war. is not the 1deal time to carry out social” ruforms.

: In splte of thu bost that can be dono, th3 rvlatlvo p031t10ns of
the various groups in ths country will be roarranged and some cconomic
1nst1tut10ns will-be strbngthunod and others Wuakcnud. But, in m
Judgmvntq we must do o bettor job of taxing the rank and £fils of
consumers than we did in the last war, Then wa musﬁ do a botter Job
of supplementing that tax structure~-you-cannot go all the way in taxcse-
by.a. really effective means of 1mmob111z1ng additional parts of -
purchas1ng power in tho form of savings, The idsal thing Would be to
take it all by taxes..” Politically, and from the point of visw of
morale, it cannot be done, So savings prograoms must bo ' deveicped to
iobsorb: .2 portion. of tho 1vcom~s of consumers over and above “taxcs and
“the:- available supply of goods at tho cxisting priciss * Such'means -
minimizo tho prossurc under the boiler, on top of which" raflonlng
?qnd pricc.controls w111 sit as an unstaady saf¢ty valvo;

- You are ‘not intorostod in details of pﬂrtlcular direct: control
programs. Much morc basic is the dogroc of integration among the
-various programs. Dr, Johnson hit that point and hit it hurd.i It is
fundamuntal to understand that prlcw,control is not separate from
_rationing, that price control and rationing arc not SOpaT&tu from: -
Wwage control, ‘and that thosc throe, in turn, arc not separate from

vl -
\
m 3
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the program for realldcating‘the-use of agricultural résogrces and
..of that part of ‘industrial resources-léft -td make civilian goodse In
" other words, all,ofuthe§efcontrols;form;an‘integrated program,

. That means, first and foremost, that thé organization must be
built on an .inbegrated basis and that theftoep group, whidh, for our
purposes, we will refer.to here as the Offivesof war Hobilization,

. must not be.s.peacemaking, adjudicating body among conflicting funce
tional groups organized for price controelj food control, or what not.
It must be the fundamental policy-~forming, supervising agency to see
that those who. are assigned. particular commedity or functional re-
sponsibilities do their Job in harmony with .an-over-all plan, Frankly,

fWQﬂdid not do that in the last war, SR L R ' :

Now I will turn to a few phases of prioce: cotit?ol whish' may not
have been obvious to you., There is a very strong attraction for the
businessman. te. the .idea: that price ceilings: ought to ‘e based on costs,

.He refers,to costs. by products and cost changes as the two criteria for
. price cpl}trol,.; SENRETRRNRIPIS R IR Vo o :

s oy e

BOAH " RN S A SRR U : :
, I want to emphasize as: strongly as I can that it is administrativel;
 impossible to engage. in price.cOntrolxby”relating prices to costs,
- That. is true:for two reasons. First, the task would be multiplied
,Sevgrai times if an attempt were made. to relate prices:to: costs of
particular items or to changes in costs of particular items. IThere
. are.mjllions of products and prices. in this country, :The adminis~
. trative job is simply impessibles -Secondly, it is an'tnidecessary
and an improper basis for ¢ontrolling prices, ' R
Lo S Foo 0 o ' s it oL
. (I could have stated before that the businessmer don'+ know
.. What their own costs are, but we will pass that. This i€ dBvidus
"to any of you who have -engaged in procurement, - It is ‘only' the
politician who thinks the businessmen know wha't théir costs are,)

4
s .

; Then a war gets, going, the. American businessman demonstratos his
" unigue capacities-in a number of ways,:and one of them is his enormous
adaptability to the conditiong: under which he operates. If war
 starts in:a period .cemparsbleite what we had in 1941 and bontrol is
institutéd;by,means~of@freezingfprices as they are; then by one

v

blanket act millions of ceilings are fixed--a task which would be

insuperable if -dons.product by prodict. .Then buiinessmen are very
adroit in rearranging what they produce according to gcost-pricd margins
~of varioug productsy.:They show an ‘enormous ‘capacity 4o abscrb ine
oreases in direct costs without having to huve a formdl adjustment in

maximum prices, .
FER R RS ' P




.o If we omit thé areas using agricultural row materials, we will
£ind thot a very surprising part of the products of American industry
did not have their ceiling prices adjusted until shortly before the
end of the war, This was true in ‘spite of the very largs increases
_in wage rates which occurred and thé general downward trend in .
effisiency after the middle of the war period, The reasons for this
ability to absorb cost incireases 1is largely in adjustments made DY
businessmen. They simplified their lines. -They out down on thair:

. overhead, - They moved to simpler‘sales‘procedures,,'They did all kinds
of things, most of which were' in the dirsction of moking betiber use

of: our resources than we could ever have done by overhsad direction,
most of the steps taken did not undermine basic price control, except °
in textiles and apparels In & sonse, businessmen helped themsslves
to certain forms of cost reduction or of price ralief without imposing
upon ‘the pricé-control agency the impossible job ‘of formally adjustm.
<ing"tho$e-prigés~industry'byfindustry., o AR o

1 do not mean to say that there are not enormous technical probe .
lems in.price control.. Actually, we did not solve-a large aumber
of the most difficult teohnical'problsms..7We'never;1earned how to
put price control On‘gray-ircﬁicéstings,nfor‘eﬁample, nor did we
sstablish offective price conmtrol on textiles and apparel, except on
items of o standard sort. I could go on end illustrate this point
endlessly. o ' o : g ,

.1 hope that the National Sscurity Resources Board, after it -
has thought through the more fundamental problems of mobilization
policy and Qrganization,‘Will nave time to address itself to these
tagkss At the samo time, it will be desirable for ths Board to
anticipate that the solution to many of “the most difficult price=-control
problems may not be to work out more meticulous techniques for cortroll-
ing a f£ield but preferably to take soms rathsr bold, broad approaches
+to the problems One of these approaches, for sxample, might de, in
the apparel area, to tell sach American condumer, | You may have only
"s6 mahy dollars per year to spend for apparel,” If that were dome,
- +the problems of price and production control in the. civilian part of

~-the textile and apnarel industry woukd be greatly simplified bogause

+total demand would have been cut drastically. During the last.wor we
" wasbod an onormous amount of resources making clothes for. people who

didn't need them but who wanted them just bscause thoir incomas wers

larger thon thoy had sever beén before. - L :

. I have not touched on Wige control and I have time to make only
one or two points on that subjoct. %5 must not be deludsed into think=-
ing that we can reallocate the use of eur labor resourcass without
bringing about & goneral incroase in Wage robes. Bgually erroncous

.
-
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would be the idea that such task.can be done principally. by telling
people where they are to. work, . We should be abls, howevir, to think

up better ways of'drdwing;people'into‘employments neaded for war than
by mking some of thé‘wagéiadjustments wo made,duringvthdv1astbwara :
That is basic wages are related to the over=-all problom of. stabilization
in two.ways: Wages are both costs and they are income; thus they

work both ways toward inflation, » : ' :

Any program which is worked dut for dealing with the reallocation
of labor and controlling the increase of labor incoms miust be concernad
with motivations and morala,. . This requires that the controls be used
in' such’a fashion thot workers fesl they arc boing troated fairly,
that labor” is not going to got the short end of tho war, and that the

war is not being ussd as a means of undermining ths substantial progross
in the social ‘and sconomic position which labor has gained, Telling
people where they arc to work clashes with American idens. of long .stand-
ing. But, of course, so doss most of getting roady for war in the
‘modern era, So'we have a ‘problem of understanding, of education,
and of trying to deal fairly, 'so that coch ono will sce that he is making

& contribution to the CVGr-all, common .cffort,

. Ve have a fow moments left in which to - talk about rsconversion,
At the snd of the war we will find that prices and wages will - have
risen substantially, that price relationships among many commodity .
arcas will have bocome out of line with their long=-torm positions,
‘and that business and .consumers will have an unusual accumulation of
liquid assets, Those are conditions wa must have in mind when we -
talk about reconversion objectives, : i

Then there will be an bccumulatdd,shortage of ‘durable consumer .
“and industrial goods, That shortage will be not only an absolute one
ih the scnse that.peopla's automobiles arc old ang thaf machinery is
worn out, but also a relative one, which we can illustrate very well
by farm machinery, Much of the farme achinery shortage of rocent ,
Years is not due to farmers"machinery being worn out but to the fact
that farmers have o lot of moncy; and when farmers havs a 1ot of money,
the first thing they think about is farm machinsry, The samec principle
holds, to =z cohsider&blofoxtont; of tho domands of both industry and
consumsrs for durable goods. They have o large backlog of 'liquid asscts
and, therefore, aro in ‘the market not only to replace thoir durable:

goods but to enlarge their stocks of durable goods.. '
Noxt, at the ond of tho war Pipe linos goncrally are dry. . That
~not only means that retailors! and wholosalors! inventorics arc low, -
but it also means that manufacturers! stocks of scmiprocossed and raw
matorials arc low, . S ‘ S s




: \ ‘Einly’fhe'aVéragév
businessman op the ‘average WQrklngmanqués not like direct price or

C wWage control, .

“ These are

conditions of which we must be &Ware when we talk
about reconversion, B ' o ‘ e

iﬂ:theisense'of:wﬁgt Wéjwaht“to"end_up”when[wa¥1fsdovéf, W want to

' -.get-back‘to'aﬁsoéial ordev‘ﬁh&ﬁfiﬁ’essentigilychejsgme,as we had

before, We do not Look upon the period. of wartime gcontrol as one
step more in the direction of state capitalism orustate‘sooialism;

military produstion &nd ingidental civilién'prpductidn uhder_gbvefns
,ment”control«chiefly;*tb‘ohe of‘primaiy'inlliaﬁ,prbduction~undér'q‘;
fres market, That involves twe kinas”0f7COﬁs%derétion.1 One is. an
evaluation of the situation which exists at the end of the war ang

. duringithe*transitionfperiOdéf-The'second<is the pr¢gram,fbr_rempving

\ ,.tquthe-variousiaSpects‘dfithe War;end;situatiOn'Whidh I summarizeq

a momentVagd,fthe:Oné that;I‘Wish to streSs‘is.thé'qnderlying in~
ﬁlatiqnafy,téndénﬁy‘ There is ne doubt that gt the end of the last wap
: ' who had gomet

thetfgndgmeptglérrbrmade’in‘the>thinking'fothdsek

have aﬂdeflétiéh'durigg‘the*ﬁransitian*perioa~whiéh.wou1d.be,diéasﬁfous
to workers;~busine%§méq; and consumers, 4dded +o that was g failure
Yo appraise the fact that‘in certain*areas, such as inyfopd;%the'peak

,strdngjinflatibnéry'tendencyfand-a“fbbd'éhoffage;"WQ nevehjkﬁdw‘exaﬁtly

What;igugoingitdfhappenfin economic affairs;'.so;ﬁg have tbfmake;up

: our.mind,nbwfwhiéthay.wé are,gbing'tb,err.v‘AreAWe g0ing to err in
the direction of Pearipg inflation or in_ the direction'of‘fearing de~
flation? It sesmns to me that is the basic decision which has to be
made.~‘I,regret;td”report'that'actualfplansamadé.at,the:andﬁofxﬁhé_
lastxwarﬁindidatéd'a'decision*that*We Wanted to?beﬁcertain_fhatfwe"
did not’ ery infthexdiréction”df'deflatibn; 'Inﬂbther(words,jwe Were
S0:afraid that we might have o deflationary tendency that our basic
plans were preparesd for fighting g dovimwa g trend. “¥s diq not, keep
our guard up against ‘the inflationary movements, "
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I want to argue two things: . First, inflationary tendencics must

be strong when pipe lines are empty and the men hired to £ill them will

" 'be receiving wages weeks or.months‘beﬁbr@utheir,produotign;aativities
put goods on the ratail shelves; wheanQnsumers ar§_onlwﬁitingalists
For durables; end when therefis;thé,replacemsht"offdonSuménndemand,
export demand to pebuild devastated areas (and if we are devastated
‘next time; the immediate rebgilding_job inﬁéﬁr‘dwn:COuntry). -On top

‘ ofAthesé’influences,.individudls and business-have accumulated cash
and bonds, and better credit than before the war. Thers is. no really
sound argumsht for anticipating any serious -deflationary tendency at
the end of'a War. , : Lo :

But more than that, . let us look. ot the technical problems of
control in a war-ond atmosphere. —If the,program-for»preventing in-
flation is once weakened, it connot be rebuilt at the end of o wWars
Rationing,kfor'example, has been withdrawn, it con be reimposed. only
with great dgifficulty and with doubtful success. ‘

 The same can be said of wage comtrol and only in a lesser dogres
of the allocation controls in scarce moterials. Fven taxes once cut
can be raised only over strong opposition. The whole psychology is

the other way. The instruments. to fight\inflatiop;cannot;be;mustared
- again if you once discharged inem at the ond of a War, . 7 S

~ On the other hand, if, by remote chance, there should develop:

o deflationary tendency, it is very easy bto imploment the various de-
vices.. There is a backlog of public works because 4 considerable
fraction of‘fheﬂbqpulation has beenvrelocated.. The Govermment has dozens
of ways in'which it'can change 1its financial arrangsments by cutting
taxes and increasing expenditures. It is very e2sy in those circum-
Asﬁanqes,tO’implémentyany devices necessary to prevént.a'deflationary
tendency after it hasjdeveloped_andwproved o bs .serious. But the -
'davicesvto-fight inflation, whether they areffiécal'and,monctary or.

© whether they are direct controls, Qannot be reinstituted.

. Wext, in the proosss of removing comtrols, We must think in terms
, of groups, of controls; not simply by-commodities,.butfalso;by phases:
of cantrols: I+ does mo good in & commodity like meat, for axampley
for which the demand is highly clastic, to withdraw rationing-end =

say, " We will stabilize it by price control." If there is o marked:

shortage st ceiling ptices, brices cannot be helds ‘Nor if there is 2
strong upsurge of costs, including-Wagos, it doés no good in the:

ma jority of industries to say, . Ve con conbinue” to prevent inflation
by price control if we withdraw our'matarialsfa1looétions and wage
controls,” Ve must realize that, if anything, thgse‘oontrolswwhich~

o : o




*w@re'usédéto?bﬁﬁtrésé'eaéh othe%”dufgng,the,ﬁa Care ceded to buttress .
‘fﬂoa¢ﬁfothef<stillfmofe{at.the'epdfpf'%ar;;;Tﬁe1w111;tolébid9 by controlse
tﬁa%5the.ﬁ01untafy’cédperatioﬁ”which,is_réqlly'théngisﬁ'éf'efféctive
control of almost ‘any sopte. . war

is weakened at the end of war, . Thorefore,
thefbuttressing effect of a Wwage control on price contrel and. a price
‘édﬂﬁfol?on“fdﬁibning;énd*an'dllécatioﬁ 5n‘pribe"COntrdlfis_negdedﬁeven
more at the end of o war, : o T o

if1‘”Findllyg?tﬁe‘mQSt,diffiéﬁlt;brd§1¢m‘fach by‘thefcgntfolling
*agéﬂciéstdtiﬁhe éﬁd;ofitﬁedef’is ;hat'whgt‘stfq‘éimpleﬁSingld L
objeqtive“dgfing”ﬁhé’War;ﬁnamdly; thé,mdximumwg3qﬁof¢pur'resOutCQS‘
fférfthe'prqseéutibnvcf militdry'qparqtions_qeaSes to'domiﬁatq‘policy
andkiﬂ}its'placeké?iSe*multiple’ﬁbjacﬁives;' Uurigg,warﬁwé,dolnot:
roorn abio ey o fact that wa wire not Seoduoieg oy
of¢Sbme‘unprofitﬂblcubutihoné Aﬁtialhccﬁmodity; beg@ﬁse_idle';ev”
sources Can~always‘be'uéed“iﬁ”fhe~Wdr°éffdrt,’-But.such bothersome -

situations can ng longer be:diSregqrded at the end of. the war for we

then fbceithe task‘OﬁjﬁhaﬁratUrnicffour,résqurqas“to,f ¢ir poagetime

- Pattern in Which’"wanteth$s § cssontiality,
fNoﬂbnefsitting‘ih”Wash* gton should be

prcdubed“ih’peacétime t 'alon dirscting - : of America
~to that pattern,  We must rocemms f}f[‘,;'_é'chigf instrumont for
restoringvthéﬂpéadetime~paﬁtefﬁ‘ofxthé'uée]qf Our resources and the
pPeacetime relationships'betwoen'qbsts and’ prices ié'through‘the ’
decisions of‘businessmen,.WOrkingmen, and consumers in rosponse to
wwhat;bheyvexperieﬁéa”in*the‘m&rkéﬁ}"* : o L o

‘ ;fWé*should‘not;?theréfdre;“undértakeythe?mqjor‘reﬁponsibiiffy,Qf
guiding-by~éuth9rity the;prééoss,¢fitransition;.,The peref'ObjG9tiVés
of “transition eontrols.are simplor thah,that."Ih”pdrt"these controls
must assurs us that certain'usesﬂof‘yespuréas whiqh'are;fundamcntal to
our- social well-being get the proper ‘attention during‘the~inevitably
hecticudays of transition when the markgtuforcasvwhich,have.béon in
”abeyﬁﬁce«duringfthafWaf”are'nbt‘ablé to function with full effecte
ivencss, Secondly, we have +to see"tha#‘certdin controls ars used for
& while to cage ds’cVerquntil‘We can got the pipe Iinss filled ang
getwiﬁdustryérecpnverted;éb thaﬁfthe iana%i6nqﬁychreat will bg
minimized, ‘Fdrtﬁndtely;'in'sucﬁftimesfit,is not nocossary to tailor
ouriddﬁtrcls,so?precisGlyﬂfhat‘ﬁé give*éﬁéh_busineégman,thefex@ctly
righ‘,prdfit]inceﬁtivé."ﬂb has a fay mors. important incontive than
immsdiate profits rop he hds‘thé_longfterm,positiQn of his firm ing

~ his busin@éé'tb*dqnsider, e T T A

“The problom op wartiméfmdbiliquion aﬁdfgtAbilizatioﬁfis_cnbfﬁous.
Butrbo%h~the‘prinCiples“invOlVod‘ahd their‘executidn‘is & simple task

compared to that of effécting‘a gragoeful tronsition to peace with g’

I




minimum of inflgtionary developmgnts..‘ﬁe“shalxﬂnevqr{bclaﬁlerto govern

";either[typa,Of period perfectly,,butvthe chancos ars that we will carry

“out ‘the secpnd:oneyfthat of

, tronsition to peace, thq_lpssvparfectly'
of the two.: : B -

A

I shall be glad tQ_énswarWQueﬁtiQné.qn eithef'wqrtiﬁq‘qf peacotime
controls.. ' ' » ' : ' BT

QUESTION: Sir, in_order;tqlremove,thgtexqess purchasing power
of the great mass of 1abor,, would it be ‘possible.or accoptable politi-~
cally and tojthe;publicjtoVhaVe-a«very‘large'inéome tax, a tax-on T
wages, with some of that roturned in the form of bonds?  What I have '
in mind is a man_going up o the pay window and drawing-80 percent .
of his pay in dollars, anothsr 10 or 15 percdnt in bonds, with the-
remeinder deductced as income tax, tpﬂdﬁywup>tho,purqhasing power,

rother than having a voluntary invgstmeﬁt in bonds.

_ DR. HEFLEBOWER: This question goes . to tho hoart of the fiscal -
management of the war, Therc is no gquestion but that the Mora. Wio
can dry up purchasing powor .during war by anqdmbinationmof'tha tax .
and savings devices the betber. You arc»obviously‘proposing the ‘
savings, device as 2 means of koning’inogntivos,gctivc at a time when
the poople arg nobt allowed to buy qs.much}goods“aswthéy"have spendable:
income above usual savingse ' o R I

We do, of course, facs 2 postwar_prdblamjinvpfdportibn'asmpur’
controls build up more and moro 1iquid assets-in tho hands of con-
SUMGT Se. . L think that at the end of the noext waw, if it is ono of
great dimensions, wo are going to have to faco frankly. the question

as to what extent .and how -rapidly we will allow people to cash the . -
"liquid assets they have acqumulatediduring\the war. That is another
part of the rbconversion prlecm which we have developode - e

I would say that the issue raised hero ¢alls for a finc judgment .
abqgt'What'aﬁbets.mdrale. Let us g0 as far os wo can in taxes :
politidally‘ahd yet keep up morals snd then go'as'fgfgadditionaily s
as we can by saving devices. "At best we will noﬁ'bg%;ble_to_do-;:  B
cnough by the gombin&tion\ofztaxeé and savings. But the Govormmaent .
’ mustfﬁefhonesﬁ:wiﬁh the people all the_time.‘AI“thigk_We are going
to have to £o1l bondholders frankly that, because wdfﬁavehthefj¢bigfi'ﬂ
gotting back to ‘s’ peacotime cconomy with the minimum oft ‘i_ri_f,_]_.‘a’_’t'ion,f B
we may have to restrain somowhat the rate at which thay may cash
their liguid assets at-the ond of war. Cortainly it is of ng ‘advan-—-
tage;po,the,bondholders_if we th‘everybody‘cqsh‘their bonds, and as
-~ o rosult they losa'hqlffthéir'puTChasing'powcr'through a risc in’
pricese . . T . L ’ S o R

E
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J-QUESTION:ﬁ Doc#§f,aone»Qf myamdsﬁﬂdistiﬁc£Yrccol;cé%ions as

“ to the G&rly;daYS:Q§‘the.war'isvthatﬁtﬁérerWnsra:rabia'resentment

'among~thegdriftebs«against'the labor unions‘ahd.againsffthe laboring
peoplaywhOEWGréVgetting;vory highlwﬁgcs;~'l wonder if we ought' to

accept the premiéelthat'inﬂorder_tc get pcoplcﬂtoiWOrk:for thoir

country~duning war, they must have;aflarge increase iniWuges.

DR. HEFLEBOWER: T+ s9ems to mo that in all questions of, this
kind we have ho combine the best of principle with the pragmatic, Now,

- -speaking as anindividual who-wasﬁxoo,young for Viorid iar I and too

old to fight in %brld'haerIa-unlSss Jyou call working ‘for OPA fightinge=

it seems to me that we'must,get»0ver-the principle that in g war
- -8verybody!'s obligation ig %o his country, that the most limited resource

the;gpuntry haS“islmanpower; and that we must . put péople;where(they

viare most. useful, - That means that we mayv have g 2l-year~old man running.

& machine in a factory rather than Pighting in a front-line trench.

Ve must. g@ﬁﬁpebpléTto:understand.thaﬁ;mfiﬁiEVWill\raise'questions as
to how far-we shouquundenpay the,man,who“isﬂdrafted &s comparsd to

“the civilian.whd.remains-a%;homé;“»Beyoﬁd that there 4g the question
of how far we can go, as §<praética1 admihiétrative,devide and as a

means;of1keeping5people‘s'ﬁarale,4in;mﬁvingvthemaphysically from

- beacetime civilian smployments toprrmprdductiﬁm{without”considerable
- financial incentivé._ el e T EEEE TR

- For ‘example;, i & man has to\mQVe'geographically, it might be
much better: to pay his moving“expenses than to atiract him(by‘a»big
boost in his wage rate, Then, rather than raiss wages ‘generally bem

.. cause costs of living are rising in war centers, I think it 'is much
. better t6 use +the increase of ths oogt of living infwar.éenﬁe?s3as

& basis for Judging wages in these localities, There are many things
we can do'@o cut down the amount of financial incentive we would “
have to give to labor,. : R : o

"I have ndfjanswefea“yoﬁr,quesﬁibn as to any single. poing; "put
these are some observations, : : ) : R c

_ QUESTION: - Doctor, could you give me the limits of the law of
Supply and demand during war and right after a wap? v SR
- DR. HEFLEBOWER: During a war what we really do is to suspend
the law of supoly and demsnd in large part, When we' suspsnd the
laW'¢f‘demgpd,-for example, and ‘no longer-let price do its&r&tioning
,JOb,(PfiQS;iS our normal rationing device inasmuch as it Limits how

much. yoir ‘and I will buy of each commodity), we then have to substitute
Some other kind of rationing device, In the industrial ares we use .
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allocations. and priorities to a large extent, plus the volunbtary

allocations which big business will effect. Bub in the consumer=goods
area, on commodities that are important and Por which the demand is
elastic, we have to institute formal rationing. For copmodities

which are not very important or for which the demand ‘is of a different
sort, we can get by with having price ceilings onlys you;apd‘l will’
not upsetb the applecart just becsuse we cannot find that item in
thetfirst,stprevwe go to or commot find it at alls w o

So what we ‘do by our program of controls is éuSpendlavconsider»
sble portion of The Taw of demand. That aiso applies to certain - '
phases of the law of supply, because We undertake to allocate, by
authority, -where goods will be used., in the agriocultural ored, ‘
however, we permit market forces to continue to dominate- supplye -

" At the end of the war we are faced with the problem of making
~a graceful transition from suspended to reinstitu{@d‘ﬁ&rket'foroes,

About two years age & book called "The Road €9 Scrﬁdom,ﬂ;byif-
Frederic Augustus von Hayek, an &nglish economis%, made-q,;remendous
appeal to the conservetive elements in this countrys - In that book
Hayek warned ‘that many other peoples were going to follow most of
Continental Europefdownvthe,road~tp serfdom. That was a:very effective
attack on government controls, But in a footnots wihich his readers '
usually forget Hayek said'that«hé,was,not,arguing for the immediste
reiqstitution of fres morkets ot the ond of the war, because thet
imposed on the market, that is on the law of supply'ahd‘demand, the
task of quickly reconverting the economy, & task which it is mnet
capable of doing. He feared that if controls were dpoppéd t00: quickly,
cheos would follow and confidence in. the market systen would ba '

undermined. - -

 QUESTION: Ve have heard a discussion of the national debts and
some of us did not. quite undsrstand whalt we were told, I wonder if
you would sxplain the sconomic relations of ths»nationalldebt to i
inflation and whether inflation is 2 desirable thing in servicing
that huge sum. ‘ : C e e

DR. HEFLEBOWER: The key to understanding the first part of
your question is the relationship of the banks to - ths national dsbt,
Whenever industry or governmant undertakes to finaned itself other
than out of currant recsipts, that is, it undertakes to-sell stock
or to borrow and it makes no differconce which, for our purposcsSs
these funds may come from the currcnt savings or the idle savings
of the people, That we understand as an ordinary process,.  But in
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the”iﬁd%@ﬁsadﬁcdpitﬁllreqairements'pf“indusﬁry'af%er the recont war, . -

theré'iﬁ*no%’enbugh"ih thqse,sources;, So, by one.devics or other, .
- those securitiss are bought by the: banks, = o .

anything as” large as the war or, I might add, +the job. of finaﬁcing

. Now, .soms peopls look uponfa’bgnkadepbsit*in this way: ™I took
Soms- money “to the bdnk, and it has the money dowm tHerc."  You ang
I know that the bank does not have the mongy down thers, The bank
“has only 2 small amount of ‘cash, What happens is that tho amount
“of Yotal deposits banks have is a result of the amount of loans ang
investionts made, - SR S :

wLet*us{takefan.eaSy case, Suppose they buy the bonds directly
fromﬂthéVGovernmeht.L HdW‘do"they’pay-for the bonds? They do it by
giving a deposit balance to the Government, The effect is to in-
aﬁeasé’thc‘teﬁal deposit oalances of the banks, which the Government
then:boging o draw on, * As the “Govornmant pays for machinery or

meets its pay rolls.;thos¢;pgym@mts~becomé'part of the total circulating
modium of the civilian cconemy, thereby incrensing the total amount
“wofmoneyy not in the senso of kand-to-hang cash primarily but in the

ﬁarm+ofnbank~deposits" o B B

-2 That is hew, when the Government spends more than its incoms and
borrows the difference, with part of tho differeﬁée supplicd by the .
banks;that the total money supply is»increaSed;"As the total monoy
supply is-increased, evorybody has mors monsy to spond, Therefore,
you have “that domand aspect of ‘inflation, R g

: f~f:-Isrﬁh&t*§art ¢loar?
QUESTIONER:“YGS; ‘

v ,Dﬂy'HEFLE§GWER: The second point has to do with the desire
abilityfof'usiﬁg,inflation'as & meons of wiping out a debt, Inmy .
Judgment, to d6 that implies that tho society is in‘a’pi%ifulvstate,
It has been dons, more than once in history, although not usually -
by design, 1In Germany aftor the first World War, the people who had
bought German—government=bonds during +tho War were paid five conts

on tho dollar in the new Gcrmdn;Reichsmarks'issued after inflation, -
If they had Been paidfthé"feal‘vélue;'they would have got only a - Y
fraction of ons cont on the dellap, Why did that happen? Almost
complete~socialadisintegration had occurrad in Gormany and only, undor
such.a circumstance can 8 wild inflationyqqcur, In my Judgment,

the raising of the price level, odnSciously; as a means of casing
the?burden*bfftheVnationalydbbt would beo roprehensible, .
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f'Inovitabfy Wnr?dcbéFﬁurdeﬁﬁ Will:BcAéased'by“risigg}priocs.w_This

océurs beéause‘despite“the,best'foanﬁembts-at control, prices will®
‘move up, and ‘those people who -bought’ bonds during ths.war will not
‘have o corrosponding amount of ggrbhasing"pcwef at-the. end of thd
war, ~The burden of debt, jou see, at any ziven time, is not o burden
on the total cconomy, excoph in, so far as the transferring of funds
“from oné group im the cconomy to another ‘group in the cconomy croates
difficulties, I so far as.the presence of thab large supply.of
1iquid’ funds-~and there is nothing mord liguid thon ‘a. govermment bond--
it tends to give an instability to the total. sconomy.. When taxes.
‘are levied to retire o debt, monocy is taken from ono;man.and«hinded‘
to the one who owris the bond, . In thet ssnse, thers is no burden on
the total: geonomys Therc remains the problem of transpiring funds

by taxation and that process may have advorse offects on tho sconomy.

o QUESTION: You have spoken,abbuﬁ‘priceUGOntrols-hor@.; I wondor
if you .would mention something qbout_grice'edntrols>on real astate;
 that is, os 2 mathod ofqpreventingiputting'anywmoney into inflated
"real estate values. Loy e , _ Lo

~ DR. HEFLEBOWER: Wo have to docide how zuch we are going to .

thokle. < I spoke of suspending tho law of supply and demond in cortain
commodity arcas, but if we elect to suspend 1t everywhere we would
“take on an impossibly large administrative - job, And, T might. adds

* the job of controlling real estate values is a -very difficult, one
unless the device of imposing 2 special tax is applied;wheré;real

sstote is sold for more than it was bought for. o

Thoe second point I would moke is that when one pays more for
real estate no additional wealth is created in the proccss; neithor
is any used in that process; nor any consumsr goods: diverted. Money

is transferred "to somebody olsas, who now has more of it,

. "So, aside from.our foeling uncomfortable about mounting roal-.
estate pricos aond. being embarrassed by what 1s.going on,- 1 am not- .
Gortaiil thet wo-ought to undertake that arca of. control,: Frankly,-

.. I nave not thought vory much, gbout ,that particular issue.: . UIENIRE
. 7oQuEsTION: L baliove you mentioned that once a:oonﬁro}"haS’béQn.
. lifted, it is virtually iﬁpo§s1ble'tg'puﬁ it back into effects T

[T

om. MEELERONER: Aftor the odlof sk, o o o
. QUESTION: - Yes. And that prico control , rationing,:ond Wags i
 stabilizotion all ran together, Therc’iﬁ“EOma;talkvof(putting,pnine;

control into effect now without the othor two ruming mates, What
chancc of success does it hove?
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DR, 'HEFLEBOWER: Ir We want to get over into the current
situation, I would say that price, control on meat 2% the prosent time
would be one of the biggost fiascoos imagihqble;‘that.is, unlcss
the prices woras put at the level that the markot has already ostabe

~lished, and thon there would be no price control at all.  If you
msan- price control on steel, that ig ajdiffgrent mattef{ because,

“as.Mr, Galbraith once saids,it'is*Oasy to control pricos in an arsg
whers they are alreadyﬂGOHtrolIed._.By that I”mdathhat the industry

~ already has cgta lished prices which it‘sticks‘by, So far as the

monufacturers are conesrned, and which curren ly are below the clearm
the~mdrkét_level,~ That means, therefore, that the steel industry
-engages in a. voluntary allocqtion'program; Now, ir you did not like
the way tho'steel*industry‘was’fiXing its'prices? it would not be
»:impossible'administratively'tohimpcse pricé coentrol there,

I think thors arc some very important qusstions of principle
as to whethor you would want to do it, whothor you could do a much
botter job than the steel industry is doing itselr, and whether it
might interfors with the sfaelTinaustry’s'desire by new devices to
moks a more sffoctiva use, -perhaps, of its oxisting capacity, There
arc a ‘soéries of questions“th&t'might be raised about imposing,pribe
control in that area, But 1n5th3700nsumér?goods‘area,’ﬁafticularly
. commoditics of inclastic demand and:ﬁ00aséiﬁies,'if‘prics control -
were to. impase as-was proposced: sdme timo ago, to forcs ths prices
‘down or hold them below ths clear=tho-markst level, we would have
one of the biggest finscoss in~American'histcry,
) QUESTION: In that conncetion, the ons control we have loft ig
rent control, on which We have heard meny pros and cons, What would
be your opinion as to the: results if that wars romoved? - -

DR. HEFLEBOWER: It Seems ' to me thers are two issucs with réspect
to rent control,. Thers is no doubt but that in g numbor of areas
ronts. arc being held mot only below the‘clear—thé—markét leval but
below what might be callaed a long-term level, based on current costs,
incomes, and so ony At the same time we must realize that we are
dealingnWith~a'faoility in respect to'which, in any short poriod, the
Supply is inelastic, Wo have to reach & judgment as to when we have
inereased the. supply of this facility sufficiontly S0 that we can
afford to-let prices movs UPs porhaps somewhat abhove their long=torm
level but not to & phenomonally high point? At the same time we must
realizo that when we hold a commodity price well below its long~tsrm
. level, people use mors of i, My guess is the avqilable_rental'housing

would go o lot further ir rents wore at ﬁHc,clear~theémdrkqﬁ level or
atwthéinulbngfterm,levol., o BT P
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The scoond issuc is Whother .therc is a sorious change of ront
control bocOmlng & nurmanont institution, That'is wnut n"s hapoencd
‘in France after War- I, I con*ond fhat an"bhlqg le “tuat'is foroign
to our soolal system." S ‘

QumSTloN. You munﬁlOﬂvd, sir, tho intordepo sndence of the
vorious types: of control durlnr war and then ths ‘problem of ‘chocking
inflotion ot tho ond of wars’ How | oan wo graduzlly g1°cken off
Seontrols if they arc so lﬁt””d@puﬂdvﬂt in ordur to L t, we w1LL's

a deflatlonary Urvnd7 - e

_DR.»HEFLEBOWER-~ You dldn't maan 'du 1at10narv tre nd, " did you?

'QUESTION3R4 'ch, si r.r‘I had two quuStIOwS. ' The first one was
as I gave it to you. ‘The socond thoug! 1t came in as to how wo can
got a deflatiomary trond Wmth all of thv GOPd;ﬁlOPS oxﬂstln- at
cnd of a War. . :

DR HEFLJBOWER 1 w"nt to answor tho socond first. We do mnobt
want a de;latlonary trond,  In other words, any’ idea tﬂuu at the en
of the war we would want Lo move: back to our prewar level of prices
is wrong, = What we wonld want to do is pravent o further infl atlonary
trend of substantlal 1mportaﬁce. ' L

QUWSTTONVR~ In view of the Pact sit, that asfls glon can be
controllad by Cmpltﬂl eXpaTy ditures and so o1, why isn't that vetter
inasmuch as you stoted that an lﬁfl¢tl0hary trend could no+ be chacked?

ment; that is,
ha risk of sotting

DR, HEFLEBOWER: ~ I think, then, We aro se
+
k them fa1r1

i
{f-we have to err in cither- -dircction, let us run
up some deflatichary elehents, bCC&uSu ws can che
ea51ly. We are agrced on +hat.

O

© Now, &% bo the practlcal bTOblbm of ncw we are'v01qg to ro ﬁové

these controls by "packdges " pomember I warhed that doing a “zood
job of. romoving these eontrols is 1nf1n1t91v more dwf icult, in both
prlnclplu and exscution, than 1nsta111ng them or ODurﬂulﬁb them
during the war, But I am thinKing in terms of this sort” for, say
the buﬂldlngnuaterlals area. It doss- not do any good o maintain
price controls if we have taken off tho allochtions’ oon+rol or usn‘
'pflorltlus. It may bs betber in acass 1ik :z that; as o practlcal
- matber, if -there zare certaln kinds of houolng tnat we Want to take
off price controls and- givs use nrlorltlus to certain typss of ‘con=
struction. W had such poor oxporicnes with this phasc of our 3ob
‘st the ond of ~the last war that wo do rot have any rea11v wbll—f_‘
thought=through set of prin clplus to enunciate, ’
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I fear my answer has not been very satisfactory, The broad
principlc can be stated very casily, you know; but when we got down
to cases, it is very diffoerent, .

QUESTION: In view of the present situation, why do we still
have to have farm subsidics?

DR. HEFLEBOWER: I an glad to answer that question, First, I
wont to make it very clear that up until rocent months the so-callaed
support programs for agricultural commodities have had no important
influence on the pricos we have paid, I think wo supported potatocs-
and "wool=sthe inevitable woolw-and that's about all.

COLONZL McKENZIE: That's right,

DR. HEFLEBOWER: The scoond point is that we learnced during the
war that support prices werc the most important device we had for-
redirceting the use of agricultural resources, My guess is that our
total agricultural production today is larger boecause thoss support
pricos are there; we have minimizod the farmer's risk,

Then the promise was made to the farmers in tho carly days of
the war that in the ovent they submitted +o price controlm=and this
was written into lawe~thesc supports would exist for +wo yoars after
the first of January following tho official declaration that the
war was overs President Truman hurriedly declarcd:that it was over
in December a yoar or so ago, That was both a moral commitment and
o legal commitment, ' :

Now we go on to the next point, Looking ahead a year or two,
when that commitment has run out; we ask, "Why do we have a minimum
support on agricultural prices?" T fear that is too large a question
for us to discuss here. I just want to nako ong point, that we must
not confuse the genoral principle as to whether Congress should try
to provide some floors under agricultural prices with the peculisr
‘kinds or levels of floors that it provides, And,. as you know, there
is a tendency for every floor to be pushed up against the ceiling,
That is tho basic difficulty in the agricultural support program,

- GENERAL HOLMAN: - Dy, Heflebower, this has certainly boen a very
fine morning for us. Your contributions this morning o our undere
standing of wartime. economic controls have been very importont, For
the faculty and the students, I wish to 8oy that we ars vory apprecig-
tive, : .

IR. HEFLEBOWER: Thank You,

(17 January 1949--450)S, . .
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