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ADDRESS OF ROBERT S° BROOKINGSo 

Over a long l~f~ ar~l w~de f~eld of activities ~he 
one word ~/h~ch has left the deepest scar ~n my memory ~s 
Unpreparednesso The Assistant Secretar~ of War evidently 
sensed th~s when he requested me to address you today, and 
probably had ~n m~nd that I would d~scuss some of the prob- 
lems wh~oh ~e of th2 War Industries Board i~d ~o ~olve as a 
result o~ otr Unpreparedness when we entered the World War. 
I am told that a t~lk which I ~ave you some two years ago was 
mnneographed and d~stributed, so that I sm afraid ~f I enter 
very much ~nto the details of my War experience ~t ~euld s~mply 
be a repetition of th~ngs wh~ah I have already sa~d° 

In order that I m~ght have ~ ~ore comprehensive under- 
stand~ng of the s~tuat~on which you students of the Ar~ In- 
dustr~a~l Oollege are dealing w~th today, I requested Colonel 
Ferguson to furnish me a copy of any Congressional Acts o~ 
Army orders which have ~n~ bear~r~g upon procurement problenm. 
He ~nforms me that wh~le Corgress has considered a number of 
b~lls having very d~rect bearing upon prccur~nent problems, 
none of theZ have been reloorted out of commit tee except the 
the National Defense Act w~th ~_ts ~rendments, a copy of which 
he sent me, 

I wlsh to dlscuss ~irst what are the el~nent~ of 
Natlor~i Defense Preparation which enable us to d~fferent~ate 
between that ~at~onal preparation for an emergency which m~ght 
threaten the l~fe or well-be~ng of the Nat~on and that ex- 
cessive preparation wh~h m~ht ess~ly become a temptat ~on for 
offensive as well as defensive use. I th~n~ ~e have ~n the 
late World Wa~ a demonstration which has a d~rect bearing on 
th~s Problem. 

~e have, for example, the German sltua~lon ~n 1914 wlth 
an Army so large and so well prepared that it ~as a constant 
source of temptatlon to u~e ~t and th~s te~otatlon was empha- 

~ ~by the fact that ~i~ . . w i t h i n  a comparatlvely recent period 
~ermany had developed, by a ser~es of sho~t, successful wars, 
zato t~e strongest mlhtary power in the world. 

T h e  Nav~e~ of all t~e Important naval nat lons, !nclud- 
ing our own, were ~n the same position as the German army~ 
because the navy must by r~cesslty functlon in peace much the 
ssme as ~t does in war. It ~ ready to flght at a monent's 
not~ceo The need of addltlonal personnel and supplies l~ so 
l~mlted that all th~ Navy has to do ~s 5o open the valves a 
l~ttle end all~v itself to expand. ~Je demonstrated th~s ~n 
our recent war wlth Spalno 



By contrast ~xth ~II th~s, note t~e cond~tlon of our 
Army when ~e entered the ~Jorld War - a ~nall hpme guard whxch 
xt ~¢as proposed to develop overmght mnto an army of m~llxons, 
~th l~_tble or no kn~vle~ge of ire arms, anmun~t\gn s~d o~her 
supplies ~e should need and w~th absolutely no ~we~zd~ble 
sourc6s of supply. \~e had to design and develop sources of 
s~pply for both our r~fles anl mack,.he guns, ar~l to adopt 
new designs of l~ght a~wl heavy artillery sod s~ec~al ammuni- 
tion result~.ng from the constantly cha~@~ng exper~er~e of our 

Allies at the Fron@. 

Such Unpreparedness cost us m~ny hundreds of m~l!~ons 
of doll~rs ~h~ev~h e~cez ~ment~ a~d m~s ~al,~es° ~u the l~ght 
of th~ e~oe~,eu~e ~t wo~,l~i be l~ttle less thsn criminal ~f 
we failed ~o m~e at lea~t s~ ~-- rational prev~-s~on for tDe 
future~ Hence, we have the ~ ~at~onal Defense Act", which 
places upon ~he shoulders of one m~n - Th~ Assist~nt Secretary 
of War - the w+al z~Dons~b~lmty of seemng that prowsaon As 
made for supply~r@ the Ar~y promptly ~mth ~ts every ~ndustr~al 
need ~n the event of o~- bocomz~ e~aged mn war. Thxs, of 
course, means ~hat he must l~ep ~n s~n close touch wxth the 
dynamic @evelopment of ~ar poss~b±l~tmes as to know ~n advance 
what these needs would[ probably be. 

In glancing through the copy of the National Defense 
Act ar~l General Orders No. 51 ar~l No. 7, ~t ~s ev~0ent that 
the Ass~s~t Secretar~ of War has gully measured up to the 
great responsibility placed upon h~m~ I note from these 
General Orders that ~e Army Indtstr~al College has been or- 
ganized to train the officers ~n ~h~t know,ledge of the 
• r~lus~r~es or sources of supply which ~ll enable them to 
• ntell~gently coordzn~te such sources w ~th their war ~rocure- 
merit needs, 

Introduclng what zs known as the "Case" system, that 
~s to develop every k~-ud of known ar~ ~ma~nary ~az need and 
solve it on paper, the ~ollege is reco~n~zel as havlug proved 
a great sbccess° I note ~n General 0rclezs ~To. 61 the creats on 
of the Army anl Navy ~uult~ons Board~ ~ousl~tlng of the A~szst- 
ant Secretary of War ard the Ass~_~tsut Secretary of ~che ~Tavy, 
w~th the pc~er to associate wz~h ~Pe~selve~ such officers of 
the Arn~ and Na~j and such c ~v~ roans as m~ght be needed to ~ork 
out their procurement ~ol~cm es. 

I see th9 p~ov~s~on m~e for thins zn the procursnent 
con~nlttees of e&ck branch of the servlce, and the mob~lzzatlon 
of 20,000 ~n~ustr±es cf the courtry ~nto fotrteeu d~str~cts or 
zones° I am told t~et the nob~l~zat~on b&s a~tachei~ In an ad~ 
vlsory capaclty to the Lunmt~o~s Board~ a large ntmber of manu- 
facturers, thus provmd~ng in effect a clv~llan service which 
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w~ll function ~n connection w~t~ the m~l~tary service much 
the same as the War In~t~r~es Board d~d ~n the late World 
~ar, ez~ept that be~n~ coordzoated ~n advance, you w~ll avoid 
the mis-understand~ng and fr~ct~on wh~c]~ was, at f ~rst, ~nev~t- 
able betwee~ the m~l~tary authorities and ~hat they understood 
to be their legal respons~b~!ities and the War Industries Bmard 
and what ~t understocd ~as expected of it by the President, 

We hear every now and then a warnlng, which was touched 
upon recently ~n an a~dress by the President, to the effect 
that we must be careful lest our m~lltary ~nstruct~on ~n the 
schools produce a m~l~tary ~p~r~t which m~ght easily develop 
~nto the German system of offensive rather th~n defensive pre- 
paration. It ~s a far cry from the l~m~ted amount of m~l~tary 
~nstruct~on we are encouraging ~n order to secure a m~nnnum 
number of reserve officers to the German m~htary machine. It 
~s an equally far cry from an ~ntell~gent understanding of our 
~nd~tr~al sources of Defense through The ~tudy of war problems 
to the large mvestmsnt mn war supplies carried by the Germans~ 
such as a vast quantity of copp~ which, ~n the event of war, 
they could no% ~ve ~mported° 

I assume that you are~ of co~se, fsm~har ~th the 
operations of the ~ar Industries Board, functioning pznnar~ly 
through ~ts three departments - The Oommod~ty or Procurement 
Section; the Priority Section, Involving allocation ~n plac~n~ 
orders anda preference ~n the d~str~but~on of supplies to the 
Army, Navy end our All~es~ a~l third, the Price F~x~hg Comn~tte~ 
wh~ch~ wh~le acting w~tlnn the War !r~!ustr~es Board, functioned 
~ndependently, report~n~ d~rectly to the President and receiving 
~ts author~F directly from h~m. 

You are ~oubtless famlllar with tl~ control by the Gov- 
er~xent of the railroads, and the measures taken to dlrect t~e 
boal output. Both of these actlvlt!es were closely assoclated 
wlth the War I~duatrles Board, as prlo~Ity in coal sti3ply and 
{ransportatlon was essentlal to our control of the ludustrles. 
If the "National Defense Act", where it says "our war needs"9 
had been ~orded "our war and ~zvllzan needs", It would seem to 
me that we would be well prepared for auy emergency. 

Z have been requested by several Oongresslonal commlttees 
who had under conslderat~on National Defense ~easures, to glve 
my erperlence during the late War. These measures speclflcally 
gave to the President the power whlch President W&Ison assumed, 
I.e., the power to control allpproduct~on and transportatlon 
essential to securmg our war ~eeds ard cause the m~n~mum of 
sacrlflce to the clvlllan populatlono For same reason ar other, 
I am told, none of these b Ills have ever been reported our of 
comm&ttee. I presume that both you aud the Congress are depend- 
i ng upon the theory thht if ~e are suddenly involved in war, 



the Presxdent wLll dO as Pres~4ient J~Ison d~d, ~7h~ch was to 
~nore the snt~-trust laws or any oth~r la~; which ~nterfered 
~th the w~nn~n8 of tl~ war and the equxtable d~str~but~on 
e f ~%s cost amor~ all the people. 

We ashamed dur Lug the late ~ar that the leaal r ~ht 
existed e~ther ~n the constitution or some other place wh~h 
permitted the President, wh~ ~s Comn~nder~n-Ch~ef of the Army 
an~ N~vy ~n time of ~ar, %o exercise ~ny authority ~h~ch he 
cons~ered essential to th~ w~nn~ng of t~e ~ar. When Pr~s~- 
dent W~lsoa requesteA me to assume the Cha~m~n~p of the 
Price F~x~ng Contm.~ttee he dwelt upon the great responsibility 
~nvolved, to which ! replied "I do no~ care how great ~he 
respons~b~llty ~f I have the necessary au~h~ty". 

He assu~ed ~e that I would have all the ~uthor~ty tb~t 
he, an Com~naer-ln-Ch~ef of theArmy a~8 Navy, possessed and 
I assumed from h ~s re~rarks that such authority ~as practically 
unlimited In t~me of war. 

Proceeding ~pon tbas bas~s, we pa~d no attention to 
the ant~-t~ust la~/s, an ~t wa~ utterly ~mpos~mble Tot us to 
secure our war needs and protect the c ~w l~an population 
frsn a runa~ay ms~ket or ~nflated pr@ces except by assuming 
absolute autlor~tp ~ over p~oduct~on aud pr~mar~ prices ~f 
nearly ~ll t~2 prlnc~p~l comuod~t~es. 

It is hsrdly necessar@ for me to explaln to you the 
laws of supply an~ demon& a~Yl how, !f as irowded in the 
"Defense Act" we sbteT~p~d s~mply to sufpiy our ~ar needs 
and leave the c~v~l~en l~opul% t~on at tl~e mercy of a runa~vay 
market, the result could easily v~t~ate the e~t~re purpose 
of the defense act. What we need Is son~tiu~g s~m~lar to 
the Capper B~ll, so~t~es called the ~'Amer~can leg~on B~ll",- 
which should co,nmence w~th a preamble setting for bh clearly 
the purpose of the b~ll which ~s to avoid speculation and 
~nflat~on bj ~oula~be profiteers. It should provide a penalty 
for ~nfract~on and shoul~ g~ve the President the po~er to con- 
trol prediction, tra~]sportat~on a~d pr~ce~, ~lways provld~ng, 
h~vever, that equ~l juso~.ce and fa±r ~rea%nent be meted out 
alike to all cl~sses of c~tzzer~. 

Any Act that autb~izes the f~x~ng of prlces necessar- 
Ily involves the r~ght to flx ~ages, as they are rnsp~arablet 
No matter ~hat authority, hcwevsr, the Presldent 1~y assume 
without or ~$h ~ongre~s~oual acblon, prices should be arr~ved 
at, as a rule, by agreenent wlth the ~ndustr~es and, ~here 
necessary, wages should be settled ~vlth t.~ ~abor Unions by 

negotlat~ons, There is no dlfflculty agree!ng on prlces ~Jlth 
the indu~tr~es if we exsct a large excess proflts tax, whlch 



~s essential to any successful plan for stabilizing prices° 
~hen a manufacturer knows that hxgh prices anl excessxve 
profzts s~nply ~ntens~fy h~s lebor problem, and that the 
Government then takes msst of the profits through an excess 
profits tax, hls ~nterest ~n ~ high price ceases. As xt ~s 
necessary to pay all producers the marne price regardless of 
their costs ar~i as maximum l~OdUCtlon i~ our goal, the least 
eff~c~eDt as ~ell as %he most efficient factories must be 
kept produc~n~ by the adoption of a relatively h~gh price. 
As th~s g~ves the lowest cost producer an excesszve profit 
a large excessxve profits tax w~ll not only avoid profiteer- 
ing but ~ll be most helpful as a pressure on the producer to 
~llxngly accept a Taxr prxce. 

In deallng ~ith industry do not adopt the popular fallacy 
that all ~lustry is very ~rofl%able. Ina~ address made by 
me last October, before the Ne~ York Academy of Polltlcal 
Sclence, I submatted a statement compiled 9tom the Treasury 
Department's Report of Corporatlon Income Returns for the f~ve 
years from 1919 to 1923, Inclu~ve, show n~g that our of 
1,804,096 reports 1,030,0~0 showed a pro£~t of $32,~41,517~500, 
while 774,026 showed a loss of $I1,I10,520,462.00° In 1921, a 
very bad year, the losses reported were greater than the p~of~t~o 
It ~s estimated tha$ the actual net zeturn on th~ aggregate 

capl~l ~nvested ~n these returns would shay l@ss than 6 per 
cent. Pem~nber that to fuuct~on e~f~clently ~n ~r as well 
as ~n peace bus~ness must function profitably. Under n~mal 
conditions capital and labor receive no more of th~ Nat~on~l 
product ~on th~n ~s essential to a healthy economic condition, 
and the more nearly ~e can come ~o perpetuating th~s condition 
~n ~ar, avoiding ~uflat ~on ~u values, the more~succes~ful we 
w~ll be ~n procuring o~r war needs and In a~e~ng the penalty 
of post-war defl~t~on. The demaud ~ war needs ~nciude very 
few of those artxcles or commodities of whxch the Nat~on 
carries a reserve stock. Not only arms and ammunition, but 
even shoes, clothing, blankets and other smt~cles are all 
spec~f~cally designed for war purposes. As a large number 
those ezgaged xn production are aonscr~pted for m~l~tary ser- 
vice, xt leaves a reduced source of supply whxch must be ~n- 
tensxfxed to furnish war needs wh~le ~% the same t~me the 
c~v~l~n population must reduce their consumpt ~on to a m~nx- 
mum. All of th~s can be done without mater~al change ~n 
values ~f the President assumes control in txne. 

We should keep in m~nd that the maln purpos e of an ex- 
cess Iroflts tax is to prevent proflteer~ng anl stab~llze 
vahes, and that while it serves to asslst in fluanclng the 
war, it covers a relatlvely small part of the war cost. The 
flnanclng of war, whether by large culrent taxation or pr~m- 
arlly ~nrough ~he ixxue of shor~ cr lemg-tlme bonds is d~s- 
~tly anoth~ problem whlch has been elaborately dlscussed 
by a number of well kn,vn wr iters~ 



If we were at ~ar today a~d I were f~x~ng an excess 
profits t~x, I th~nk I ~ould ~ake zt 90 percent zustead of 
the 80 percent, which was provxded durxng the late ~orld War. 
I would also probably reduce the uorn~l return on znvestment 
be!o~¢ the lO percent formarly allo~ed~ The Revenue Act pro- 
waling th~s tax should penalize any effort to pad co~ts and 
re4uce apparent profats by closely held corporstaors payang 
tnemselves exorbitant salaraes ~i the chargzng of excesszve 
advertzszug and other posszble capital expendatures to expense. 

At a recent conference at Bmxarclaff, New York, called 
for the purpose of daacus~ang the best methods of promoting 
anternataon~l concalzataon and World Peace, one of the four 
da~s was g~ven to the problem of d~sarmament. Able papers 
were read an whach the problem was d~scussed from many poants 
of v~ewo All of these, after much round table dascussaon, 
seemed to c~st~lhze ~nto t~ fact that whale d~sa~mament 
would undoubteoly save the Nations a large sum of money~ ~t 
would not necessarily act as much of a ~ar prevent ave because 
the tendency of future wars seems to be xn the d~rect~on of 
the a~r azd chemistry, Both of these are making rap~d ~nd'~ - 
traal strides and lend themselves most readily to a conversion 
from peace to war needs. 

Now, as you gentlemen of the Army Industr~l College 
have been studylng the economlcs of war, I should Ixke to ~n~ 
press upon you so~Tethlng c~ the over-whelmlng importance of 
economlcs as an ~nfluence zn war prevention. In a recent 
article, a copy of which I ~nstructed my secretary to send 
to each of you, (copy on f~le xn Army Industrial College), I 
called ~ttent~on to the ove~-development of Nat~on~lasm among 
the European states as being respohs~ble, probably, for the 
late war and as being a constant menace of wars to come. 

I undertake to show ~n thzs article that an economzc 
entente, or freedon~ o f  trade between two or more grotlos of 
the European nat lor~, was the only influen~e ~trong enotEh 
to conteract thl~ over-developed nat~onallsm. The article 
calls atten~aon to the fact that wh~le each ~ our States as 
~ntensely jealous of its polltacal entaty~ it would be utter- 
ly imposs~ble to develop any polltacal antagmnasm ~tween the 
states because of our freedom of trace, our economac interemts 
he~ng overwhe&m~ngly more important th~n our p~ely political 
interests. 

I wlsh, therefore, to impress upon you that in supple- 
mentlng as the ~onomlc traanlng of the Army in~ustrlal College 
does, the m~lltary tralnang of West Point, you are developing a 
knowledge of and a contact w~th ~ot only the essentlal sources 
of war supplies but the greatest sangle so~ce of war pre- 
vent ~on~ 


