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PRICE CONTROL. 

Results of Price Control Efforts ~n the Unxted 

States during the ~rld ~[ar 

There has been so much confusion of thought ~s to what 
were the gains and failures of price control efforts ~n the 
Unxted States during the ~rld i?ar--there being on the one hand 
extravagznt assertions as to the e±i~cacy of methods and as to 
results attained, and on the other hand, extravagant assertions 
to the effect that, as a practical matter, no measurable xnflu- 
ence upon prices was p~operly attributable to the work of the 
several Federal agencies--that ~t xs pertinent to atte~pt to de- 
termine just ~here truth l~es. 

Some of the dxrect and ~ndxrect benef~clal results of 
price control efforts ~n th~s period ~n th~s country m~y be thus 
sum~narlzed 

a Stablllzlng of the ~ndustrlal and economlc llfe 
of the Kat~on so as to n~ke possible the war effort put 
fo~th~ 

b° Stlmulstlon oi production o f  needed foods and 
other raw n~ter~ls. 

c. Econom 2- in the u s e  of supplles through the w~de 
publ~c~ty glven by the Government as to its needs and the 
needs of the Allles and the em~has~s lald on the dlrect 
relation between conservst!on and viGtor~ 

d. Dlsco~magement of hoardlng for the purpose of ~u- 
creaslng pr!ces--accompllshed through the force of publlc 
oplnlon and through Goverm~ental actlon 

e Curtailment in the use of raw materlals and labor 
energies in the productlon of non-essentlals--accompllshed 
through a varlety of indirect methods. 

The failures of Prlce Control agencles have been indl- 
cated in the two problems whlch we have had tnls year, and it is 
not necessary here to emphaslze them ag-a~n. It ~s needful only 
to indlcate that such failures may be attr!butable, not so much 
to methods and pr~nclples and r~nner of adm~nlstratlon, as to 
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the fact that there was a general hesitancy to face the problem 
as a whole and to meet the whole ~ssue mn one comprehensive, 
all-~nclus~ve program and to a fear that each new power granted 
m~ght lodge ~tself permanently ~n our admln~str~tlve structure 

2. Leg~l Aspect of Prlce Control. 

The story of attempts to control przces zs as old  as 
the story o~ or~nlzed governments. No Indlvldual or group of 
• nd~wdu~ls who have selzed, or who have been charged wlth, 
conduct o! government have operated long wlthout maklng some 
effort to control pr~ces~ In the Unlted States the actlv~t!es 
of state governments have been more conspicuous and more con- 
s~stent ths~ h~ve those of the Nat!onal Government and ~n con- 
sequence the legal powers of state governments ~n thls resepct 
have been more definitely determined. ~7~th our present eco- 
nomic and ~ndustr~al structure, it ~s to be expectea that the 
National Government w~ll take a more and more s~gn~flcant part 
~n efforts d~rected to the control of the essentials of human 
l~fe. Because there seems to be so much uncertainty as to the 
legal powers of the Federal Government w~th respect to prlce 
control, certain principles and rules which apparently have 
been definitely determined may be ~ndlcated: 

a The Constltut~on, in almost the identlcal wording 
of the Twelve T~bles of Rome pronulgated ~00 years before 
Chrlst, stlpul~tes "that prlv~te property shall not be 
taken for publlc use, except after due process of law ann 
w~th just compensation " 

b "Due process of law" has been unlformly interpreted 
in all ClVlllzed governments as relerrlng to judlc~al deter- 
m~nawion, rather than leglslatlve or a~nln~stratlve determl- 
nation, 

c. The taklng of prlv~te property for publlc use and 
the use made of it are polltlCal functions exerclsed normally 
under our iorm of goverrn~ent by the leglslatlve branch 

d. Prlce flxlng, if it operates upon property already 
owned and involves the owner in a loss, is the taking of 
prlvate property ior publlc use. 

e. Congress may exerclse its constltutlonal po~ers 

wlth reference to the taking or control of pr~vete property, 

or the Llxlng or contzol of prices dlrectly, or through ex- 
ecutive agencies. 
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f. The ~?ar Industries Board--ezther as a creature 
of the Councxl of ~at~onal Defense, or as an arm of the 
Presldent--had no power to f~x prices, 

g. An agreement ±orced by Governmental agencies 
upon ~nd~wduals zs not a voltmtary agreement. 

h. The penalty clsuse of Sectxon ~ of the Lever Act 
~s unconstitutional, because ~t d~d not set up an ascertain- 
able offense and an ascertainable degree of gtult, but left 
to s jury the determlnatlon of whether an offense had been 
committed and ~hat that offense had been, as well as leaving 
to ~t ~ts nor~l functions of determining dei~n~te facts. 

i. if Congress authorlzed a prlce flx!ng agency (as 
it dld in the case of coal--the only authorlty ~t dld glve 
for flxlng prlcesl and a coal dealer sells at a subsequently 
flxed prlce and at a loss, he cannot later call upon the 
~overnment for relmbursement. H~s remedy was to refuse to 
sell, thus compelling the Government to commandeer his proper- 
ty and to proceed upon definitely determined l~nes. 

j. A contlnulng transaction cannot be aZfected by price 
flx~ng promulgated after the ~nltlal steps of the transactlon 
have been taken. 

k. Any penalty clause will be construed agalnst the 
Government ~f ~t ~s vague or ~ndeflnxte. 

1 In all organlzed governments the r~ght to take or 
use private property in emergency for publlc use, irrespectlve 
of leglslat~ve sanctlon when there ~s not tlme for appeal to 
the leglslature for sanctlon, is recognlzed~ Every publlc 
ofilcer or cltlzen who exerclses thxs right on behall of the 
Un!ted States must understand thst he r~y be later called to 
account in the courts and here requlred to Justlfy the neces- 
sltI for hls act and defend hlmself aga!nst any charge that 
he proceeded in an arbltra~y, or capr~clous, or malxc~ous 
manner~ 

3. The Pract!cal Aspect ol Prlce Control 

The legal aspect of price control is by no means as ll]l-- 
portant as its practlcal aspect. It is more important to deter- 
mlne whether a government, glven even the most arbltrary power, 
can successfully flx prlces and how, So far as known no govern- 
ment has ever failed to attempt some control o± prlces Every 
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conceivable device and expedient has been tr~ed and tr~ed a£a~n. 
The story of prxce control efiorts ~s accessible to every one 
~nterested and he who runs may read. Fs~lure a~d d~sappo~nt~nt-- 
almost w~thottt exception--ere the last words in each chapter of 

the story. 

~fxorts ~de ~n China as early as I122 B.C. are of most 
~nterest to the student of price control, because these ellorts 
are the only known efforts that were followed w~th some degzee of 
success For hundreds of yea~s, and unt~l political corruption 
~nfested administration, ~he Chlnese Government met w~th marked 
success xn ~ts efforts to balance supply and den~nd snd keep 
prices w~th~n reasonable bounds. The Chinese political theory 
took ~nto account, as most price flxlng theories have not, that 
there are two sets of ~nterests to be considered--those of the 
~roducers and those oi the cons~uers. They reccgn~zedthe whole 
price question as a symptom s~d not the dlsesse ~tself lhey saw 
that noth~n~ more markedly at once affects the xnterests of both 
s~des than prices and that price ~s, therefore, the great problem 
for society as a whole. They conceived ~t to be the task oi the 
superior ~n to adjust dememd and supply so ~s to keep prices on 
a level ~n order to g%t~r~ntee the cost of the p~oducer and satisfy 
the w~nts of the consumer. The scheme worked out by them wxth 
respect to farm products ~s particularly ~nterest~ng. In the good 
crop years the Government varch~sed a proportion of Zhe surplus 
crops, thus m~nta~n~ng the market price. In the poor crop years 
the Government sold to the consumers at the market price, thus 
preventing both speculation and fan~ne. They belxeved that even 
~f the Government lost money ~n ~ts transactions, as a matter of 
fact ~t dxd not, the socxal benefzt was greater than the publxc 
expense. 

A ouotat!on fro~ "The economlc pr!nc~ples of Confucius 
and hls school" by Euan-Chang Chen, page ~47, Is of interest. 
"Prlces are controlled by the government. All goods have a flxed 
9r:ce, ~nd :ts dliference is slmply accordlng to ~he quant:ty 
In thls way the buyers are encouraged to come xn. There !s the 
~,,kste~ of ~erchants zn every twenty shops, to i~x the prlce accord- 
ing to the cost. When there is any natural c~lamlty, the merchants 

~re not allowed to ralse thelr prlce .~y the ra~slng and lowerlng 
of price, the government controls the supply. [~hen a thlng is not 
• n existence, the government causes mt to exist; when a th~ng is 
useful, it causes It to be abundant; when a thlng is harmful, ~t 

causes it to be extlng~ished~ when a thlng is lu_~xlous, it causes 

it to be lessened...f~here is the government bsnk to buy the goods 

whlch the people cannot sell, and to lend them out when the people 

meed them In th~s w~y the government adjusts the demand and supply, 
an~ prices are kept at a f~xed level '~. 
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~e Chinese v~e~v-po~nt, coupled w~th a principle 

enunciated by Barbaroux during the t~me of the revolutionary 
governments ~n France, lead us to the methods and theories ad- 
vanced by our own Food Aam~n~strat~on durlng the ~rld ~ar-- 
WhiCh methods and theories seem best to po~n~ the ~zy to some 
successful efforts ~n the luture. The French revolutionary 
government tr~ed practically every known expedient and w~th 
unvarying failure At last Barbaroux set forth the ~dea that 
success could come only ~n some scheme that would enlist the 
a~d and ~nterest of both producer and consumer. H~s theory 
never was reduced to practice by the revolutionary goverm~ents. 

The most conspicuous efforts to f~x all prices, hu- 
eluding raw materlals, Izn~shed products and all n~nner ol 
se=v~ces, was that atter~pted by the Emperor D~oclet~n in Rome 
about 350 A.D. i~ax~m~mprxces were set for every cm~od~tya~d 
for every service and a penalty of death prescrxbed for v~olat~on. 
The n~stor~ans tell us that the net result was failure an~ the 
law had to be repealed because of ~ts ~mpotence ~n correcting 
the cond~tlon of affairs. There was a general dearth of all the 
essentials of human l~fe, people no longer brought provisions to 
markets s~nce they could not get a reasonable price for them, 
S~xty years after the eflorts of R~ocletzan, the Emperor Jul~n 

repeated the attempt in Au%~och and wlth l~ke results. Notice 
~s g~ven to these attemots because we are often assured that ~f 
a government controls wages as well as prices of con~od~t~es ~t 
~n succeed, 

Finally we note thls quotatlon from an article on the 
subject of Prlce Control by }&ss ~kry G. Lacy of the Department 
of Agrlcul%ure, ~n the Sclent~f~c ~nthly of June, 1923. 

"The hlstory of government l~nltatlon of prlce seems 
to teach one clear lesson, that in attempting to ease the 
burdens of the people in a tlme of hzgh prlces by artl- 
flc~allysettlng a llmlt to tkem, the people are not 
relleved but only exchange one set of ills ±or another 
whlch is greater, Among these ills are (1) the wzthholdlng 
o£ goods from the market, (2) the dlwdlng of the co~mnlty 
~nto two hostile camps, o~e only af which considers t~at 
the government acts in its interest, (31 the practlcal 
dlfizc~ltles of enforczng such lmnztatlon ~n przces whlch 
zn the ~ery nature of the case requzres the cooperation of 

both producer and consumer to make l~ ef~ectlve " 

Durlng the World War Congress flxed the ~urlce of one 

article bj leglslatlon, l°e., wheat. The price flxed was a 



m~n~mum price and the object sought was s stimulation of pro- 
ductlon. There was argument ~n favor of ~ncludlng other ~tems 
than wheat, b~t one now sees that to have ~ncre~sed the f~nanc~al 
~nvolvements and the administrative machinery to other commed~- 
t~es would have seriously ~nterfered w~th governmental efficiency 
a% a t~me when the Government was suff~cxently ~mpl~cated Ln 
governmental functxons as opposed to bus~ness functions. Con- 
gress gave the President no powers to f~x prices except in the 
case of coal~ It d~d a~thor~ze h~m--an authority whlchwas not 
• nvoked--to enter to some extent xnto the bus~ness of buying 
and selling, ~n addition to wheat, also flour, meal, beans and 
potatoes The Le~er Act, ~ch ~s ordinarily referred to as a 
Price Control Act, was ~ntended to free the channels of trade, 
so that commodities would move d~rectly and speedily from pro- 
ducer to cons~er. It provided penalties for hoarding, for 
destruction and for waste. It d~d set a penalty for the sale 
of an artxcle at an unfair price. Th~s feature of the b~ll 
was re!atxvelyun~moortant, was ~nvoked ~n but few ~nstances, 
and has been declared to be unconst~ttttlonal. 

The efforts of the ~Var industries Board ~n the realm 
of prxce f~xlng were a~rected solely to the securing of a 
reasonable price for the Government, ~t being generally recog- 
nized that as the predominant p%u'chaser the Government should 
concern itself ~n the public ~nterest ~n the prices ~t papa° 
The only concern the "~Var ind~str~es ~oard gave to prices Lu 
the genera± market was ~n so far as they aiiected prices which 
the goverrm~ent ~o~ld have to pay for ~ts own uses. 

The Food Admlnlstratlon had no authorlty to flx 
prlces and made no atte~@t to flx prlces. It worked through 
the hl~hly stlmulated iorce of publlc opinlon and wlde pub- 
l~clt5 r. It malntalned a comprehenslve scheme of secttrlng cost 
and prlce data. it publlshed dally for partlcular markets and 
partlcular dlstrlcts what were regarded as fair and ~easonable 
p rlces. These determlnatlons were put out as g~ides merely. 
The rebo~lator/ methods of enforcing fair and reasonable prices 
wlth respect to food were two-fold, flrst, the force of publlc 
oplnlon, and second, the llcensmng power wnlch the Food Ad- 
mlnlstratlon had and whlch enabled it to set up condltlons 
which must be met by the l~censees who wished to do bus~ness ~n 
any partlcul~r l~%e. The Food Admlnlstrat~on had certaln 
axlomatlc pr~ncloles whlch must g~de us in any plans which vze 
make for any future price control, l~r. Hoover indlcated that 

the standard of reasonableness should be determlned as the 
proflt whlch the dealer customarlly enjoyed on the same com- 
modlty in the pre-war perlod on an even market under freely 
competltlve condltlons; aria that the reasonable narg~n oi profit 
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must be f~gured upon a cost bas~s, the i~x~ng of ~x~mummarg~ns 
of profit, and the d_tsregard of replacement value ~n i~x~ng 
margins. The object of the l~cens~ng system, he ~nd~cated, to 
be to lxm~t the prxce charged by every l~censee to a reasonable 
amount over exp~nses, to forb~d the acquisition of speculative 
profxts from a r~slng market, to keep all food cor~mod~t~es moving 
~n a d~rect l~ne and ~th as l~ttle delay as practicable to the 
cons~ner, and to l~m~t as far as practicable contrsc~s for future 
delivery and dealings ~nfu%ure contracts. 

4. Concltls~on 

No plans for ~ndustrlal preparedness are adequate unless 
they take into account the ~uest~on of control of essential com- 
modlt~es. The control of essentlal con~od~t~es ~nvolves the 
questlon of the control of prlces i~nlle there are certaln legal 
dlfflcultles and certaln legal doubts, the sltuatlon has been 
sufflclently cleared to indlcate that movlng along certaln llnes 
and taking into account certain llr~tatlons, Congress has an un- 
o~uestloned power either to exerclse a prlce control dlrectly or 
to exercise it through the executive branch of government The 
important consideration, however, would seem to be not so much 
what power Congress or the Presldent may have w~th respect to 
price control, but what methods can be employed successfully¢ 
Assuming as the purpose of price control, the assurance of an 
adequate supply of all commodities and services needed by the 
Government ~n t~me of war, the stimulation and maintenance of a 
h~gh and spirited morsle ~n the c~v~l~an population, the con- 
serving of their uninterrupted efficiency so that they n~y produce 
what may be needed for the war effort and for their own consumption, 
the best methods to be employed are those which take ~nto account 
both producers and consumers and depend for their enforcement upon 
voluntary support rather than upon governmental power. In th~s 
l~ght then, some policy s~n~lar to that of the Food Ad]~n~strat~on 
operating ~n the whole f~eld and freed of ~naeequac~es and ~n- 
effective features, which experience has pointed out, ~ould seem to 
be a profitable f~eld for future study. Fortunately, success ~n 
price control efforts ~s ~re easily atta~naole ~n tlme of war 
than ~n t~me of peace. 

Finally, thls oplnlon of Doctor Simon Lltn~n, author of 
Prlces a~d Prlce Control l~ Great Brltaln and the Unlted States 
durlng the ~/orld ~JTar--probably the standard book on the subject-- 
may be here noted "The experlence wlb~ prlce regulation durlng the 

war has shown that prlces can be controlled w~thout glvlng rise to 

a great deal of evasion and wlthout too much ru~lng counter to 
the competltlve splrlt whlch anlmates our industrlal soclety when 
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a great emergency llke the recent war f~res publlc ~mag~nat~on 
and incllnes pubhc oplnlon to favor any measures which are 
l~ely to advance the natlonal cause. The best methods of con- 
trol, however, are those ~vhich enllst the cooperatlon of the 
people whose interests are to be affected by prlce regulstlng 
measures " 
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