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PRICE CORTROL. *

1 Results of Price Control Eflorts in the United
Stateg during the World War

There has been so much confusion of thought ss to what
were the gains and failures of price control efforts in the
United States during the wWorld War--there being on the one hand
extravagant assertions as to the efficacy of methods and as to
results attained, and on the other hand, extravagant assertions
to the effect that, as a practical matter, no messurable influ-
ence upon prices was pcoperly attribubable to the work of the
several Federal agencles—--tnat it 1s pertinent to atterpt to de-
termine gust where truth lies.

Some of ihe direct and indirect heneficial results of
price control ef{orts 1n this period in this country mey be thus
surmarized

a Stabilizing of the industrial and economic life
of the Hation so as to make possible the war eflort put
forthe

b Stimulation of production of needed {oods and
other raw msterials.

C. BEeconomy 1n the use of supplies through the wide
publicity given by the Govermment as Lo r1ts needs and the
needs of the Allies snd the emphasis laid on the direct
relatlion between conservation and victory.

(s Discouragement of hoarding for the purpose of in-
creasing priceg--accomplished through the force of publaic
opinion and through Governmental aclion

e Curtailment in the use of raw materials and labor
energies 1n the production of non-essentials--accomplished
through a variety of indirect methods.

The failures of Price Control agencies have been indi-
cated in the two problems which we have had {nis year, and it 1s
not necessary here to emphasize them again. It is needful only
to indicate that such feilures may be attributable, not so much
to methods and principles and manner of administration, as to

* These notes were the basis of an informal talk on Price Contraol
before the students of the Ariy Industrial College, April 3,
1929 by Captain Fred E Hagen, Q.M.C.
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the fact that there was a general hesitancy to face the problem
as a whole and to meet the whole 1ssue in one comprehensive,
all-inclusaive program and to a fear that each new power granted
might lodge 1tself permanently in our administrative structure

2o Legal Aspect of Price Control.

The story of attewpts to control prices is as old as
the story of organized governments. No i1ndividusl or group of
individuals who have seized, or who have been charged with,
conduct of government have operaled long without making some
efiort to control prices. In the United States the actaivities
of state govermments have been more comspicuous and more con=
sigstent than have tnose of the Nailional Government and in con-
seguence the legal powers of state governments in this resepct
have been more definitely determined., With our present eco-
nomic and industrial structure, 1t 19 t0 be expectea that the
National Government will take a more and more significant part
i efforts directed to the control of the essentials of human
l1ife. Because there seems to be so much uncertsinty as to the
legal powers of the Federal Government with respect Lo price
control, certain principles and rules which apparently have
been definitely determined may be indicated:

a The Constitubion, in almost the i1dentical wording
of the Twelve Tables of Rome prormlgated 300 years before
Christ, stipulates "that pravate property shall not be
taken for public use, except after due process of law ana
with Just compensation

b "Due process of law" has been uniformly interpreted
in all civilized governments as referring to Jgudicial deter-
mination, rather than legislative or administrative determi-
nation,.

Ce The taking of privete property for public use and
the use made of 1t are political functions exercised normally
under our form of govermwent by the legislative branch

de Price fixing, 1f 1% operates upon property already
owned and involves the owner in a loss, is the taking of
private property ifor public use.

=] Congress may exercise 1ts constitutional powers
with reference to the taking or control of privete property,
or the fixing or control of prices directly, or through ex-
ecutlve agencies,
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i The War Industries Board--either as a creature
ol the Council of Fational Defense, or as an arm of the
President~--had no power to fix prices,

e An agreement iforced by Governmental agencies
upon individuals 1s not a voluntary agreement.

he The penalty cleuse of Section 4 of the Lever Act
1s unconstitutional, because 1t did not set up an ascertain-
able offense and an ascertainable degree of gwmlt, but left
to s gury the determination of whether an offense had been
committed and what that offense had been, as well as leaving
to 1% 1ts normal functions of determining definite facts.

1. If Congress authorized & price fixing agency (as
1t did 1n the case of coal--the only authority 1t did give
for fixing prices) and a coal dealer sells at a subsequently
fixed price and at a loss, he cannot later call wron the
Government for reimbursement. His remedy was to refuse to
sell, thus compelling the Government to commandeer his proper-
ty and to proceed upon definitely determined lines.

Je A continuing transaction cannot be aifected by price
fixing promulgaled after the initial steps of the transaction
have been taken,

k. Any penalty clause will be construed against the
Govermment 1f 1t 1s vague or indefinite.

1 In all organized governments the right to take or
use private property in emergency for public use, irrespective
of legislative sanction when there 1s not time for appeal to
the legislature for sanction, is recognizeds. Every public
officer or citizen who exercises this right on behali of the
United States nust understand thet he may be later called to
account in the courts and here required to Justify the neces-
g1ty for his act and defend himselfl against any charge that
he proceeded in an arbitracy, or capricious, or malicious
manner.

Fa The Practical Aspect of Price Control

The legal aspect of price control is by no means as im-
portant as i1ts practical aspect. It 1s wore imporianl to deter-
mine whether a govermment, given even the most arbitrary power,
can successfully fix prices and how. So far as known no govern-
ment has ever failed to attempt some control of prices Every
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conceivable device and expedient has been tried and tried agalin.
The story of price control eftorts 1s accessible to every one
interested and he who runs may read. Ioilure and disappointnent-—-
almost without exception~-ere the last words in each chapter of
the story.

Sfrorts made 1n China as early as 1122 B.C. are of most
interest Lo the student of price control, because these efiorts
are the only known efforts that were followed with some degree of
success For hundreds of years, end until political corruption
infested administration, the Chinese Government met with marked
success in 1its efforts to balance supply and denand end keep
prices within reasonable bounds. The Chinese political theory
took 1nto account, as most price fixing theories have not, that
there are two sets of interests to be considered--those of the
nroducers and those of the consumers. They recognizedthe whole
price queslion as & sympbom and not the diseasse 1tself  ‘They saw
that nothing more markedly at once affects the interests of both
gi1des than orices and that price is, therefore, the great problem
for scociety as a whole, They conceived 1t 0 be the task of the
superior man to adjust dewmand and supply so as to keep prices on
a level in order to guarantee the cost of the producer and satisfy
the wants of the consumer. The scheme worked out by them with
respect to farm products 18 particularly interesting. In the good
crop years the Govermment purchased a proportion of the surplus
crops, thus maintaining the market price. In the poor crop years
the Govermmenl sold to the consumers at the market price, thus
preventing both speculation and famne., They believed that even
1f the Government lost money in i1ts transactions, as & matter of
fact 1t d1d not, the social benefit was greater than the public
expense.,

& cuotation from ™he econoriic principles of Confucius
and his school" by Husn-Chang Chen, page 447, i1s of interest.
"Prices are controlled by the government. A&ll goods have a fixed
price, and its diiference 18 simply according to tvhe guantity
In this way the buyers are encouraged to come in. There i1s the
Mester of Merchants in every twenty snops, Lo iix the price accord-
ing to the cost. When there 1s any natural calamity, Lhe merchants
are not allowed to raise their price By the raising and lowering
of price, the government controls the supply. Uhen a thing is not
in exastence, the government causes 11t to exist; when a thing 1is
useful, 1t causes 1t to be abundant; when a thing is harmful, it
causes 1t to be extinguished, when a thing 1s luxurious, 1t causes
1% to be lessened...There 1s the government bank to buy the goods
which the people cannot sell, and to lend them out when the people
need them In this way the govermment adjusts the demand and supply,
and prices are kept at a fixed level™.
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The Chinese view-pownt, couvled with a princiole
enunciated by Barbaroux during the time of the revolutionary
governments in France, lead us to the methods and theories ad-
vaaced by our own Food Acminmistration duriag the World Wer--
wnlch methods and theories seem best to pornt the way to some
successful efforts in the iuture. The French revolutionary
government tried practically every known expedient and with
wnvarying failure At last Barbaroux set forth the idea that
success could come only in some scheme that would enlist the
s1d and interest of both producer and consumer. His theory
never was reduced to practice by the revolutionary goverarments.,

The most conspicuocus efforts to fix all prices, n-
cluding raw msterials, iinished products and all manner of
services, was tnat attempted by the Emperor Diocletian in Rome
about 350 A.D. Waximum prices were set for every cormodity and
for every service and a penalty of death prescribed for violation.
The nistoriang tell us that the net result was failure and the
law had to be repealed because of 1ts 1mpotence in correciing
the condition of afrfairs. There was a general dearth of all the
essentials of human lafe, people no longer brought provisions to
markets since they could not get a reasonable price for them.
Sixty years after the efforts of Diocletian, the Emperor Julian
repeated the attempt in Antioch and with like resulis. Notice
18 given to these attemnts because we are often assured that 1f
a government combtrols wages as well as prices of conmodities 1t
call succeed.

Finally we note this quotation from an article on the
subgect of Price Control by Maiss Iary G. Lacy of the Department
of Agriculture, 1n the Scientific lMonthly of June, 1923.

"The history of government limatation of price seens
to teach one clear lesson, that i1n attempting 1o ease the
burdens of the people 1n a time of high prices by arti-
ficirally getbtting a limit to them, the people are not
relieved bul only exchange one set of 1lls for another
which 1s greater. Among these 1lls are (1} the withholding
of goods from the market, (2) the dividing of the community
wnto two hostile camps, one only of which considers that
the govermment acts 1a 1ts interest, (3] the practical
difticvltres of enforcing such limitation in prices which
rn the very nature of the case requires the cooperation of
both producer and consumer to meke 1t effectrive ™

During the World War Congress fixed the price of one
article by legislation, 1.e., wheat. The price fixed was a
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minimum price and the object sought was a gstamulation of pro-
duction. There was argument in favor of including other i1tems
than wheat, but one now sees that to have increased the financial
involvements and the administrative machinery 4o other commedi-
t1es would have seriously interfered with governmental ef.iclency
at & time when the Government was sufficiently imvlicated in
governmental functions as opposed to business functions. Con-
gress gave the President no powers to fix prices except in the
case of coal. It did suthorize him--an suthority which was not
nvoked~—to enter ta some extent into the business of buying

and selling, in addition ta wheat, also flour, meal, beans and
potatoes  The Lever Act, vwhich 1s ordinarily referred to as a
Price Control Act, was intended to free the channels of trade,

s0 that cormodities would move directly and speedily from pro-
ducer to consumer. It provided penalties for hoarding, for
destruction and for waste. It did set a penality for the sale

of an article at an unfair price. This feature of the bill

was relatively unimvortant, was invoked in but few instances,

and has been declared to be unconstitutional.

The efforts of the War Industries Boerd in the realm
of price fixing were directed solely to the securing of a
reasonable price for the Government, 2t being generally recog-
nized that as the predominant purchaser the Governwment should
concern itself i1n the public 1nterest 1n the prices 1t paid.
The only concern the War Induslries Board gave to prices in
the general market was in so far as they aifected prices which
the Government wo.ld have t0 pay for 1ts own uses.

The Food Adminisiration hed no authoraity to fix
prices and made no attewpt to fix prices. It worked through
the highly stimulated iorce of public opinion and wide pub-
lieitye. It maintained a comprehensive scheme of securing cost
and price data. It published daily for particular markets and
particular districts what were regarded as fair and ceasonable
prices. These determinations were put out as guides merely.
The regulatory methods of eanforcing fair and reasonable prices
with respect to food were two-fold, first, the force of public
opinion, and second, the licensing power wnich the Food Ad-
ministration had and which enabled 12t to set up conditions
which must be met by the licensees who wished o do business 1n
any particulsr line. The Iood Administration had certain
axiomatie praincinles which must guide us 1n any plans which we
make for sny fubture price comtrol. Mr. Hoover indicated that
the standard of reasonableness should be determined as the
profat which the dealer customarily enjoyed on the same com—
modity in the pre-war period on an even market under freely
competitive condaitions; ana that the reasonable margin of profit
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must be figured upon a cost basis, the fixing of weximum uUarslns
of profit, and the disregard of replecement value in iixing
marcins. The object of the licensing system, he indicated, to

be to limt the price charged by every licensee to a reasonable
amount over expenses, 1o forbad the acquisition of speculavive
profits from a rising market, to keep all food commodities moving
in a direct line and with as little delay as practicable to the
consumer, and to limit as far as practicable contrzcts for future
delivery and dealings in future coatracis.

4, Conclusion

Fo plans for industrial prevaredness are adequate unless
they take into account the question of control of essential com-
modities. Tne control of essential commodities involves the
guestion of the control of prices  While there are certain legal
difficulties and certain legal doubts, the situation has been
sufficirently cleared to indicate that rmoving along certain lines
and taking into account certain limiations, Congress has an un-
guestioned power eilther to exercise a price control directly or
%0 exercise 1t through the executive branch of goverrment  The
1mportant consideration, however, would seem to be not so much
what power Congress or the President may have with respect to
price contreol, but what methods can be employed successfully.
Assuming as the purpose of price control, the assurance of an
adeguate supply of all commodities and services needed by the
Government in time of war, the stimlation and meaintensnce of a
high and spirited morsle i1n the civilian popuwlation, the con-
serving of their uninterrupted efficiency so that they msy produce
what may be needed for the war effort and for their own consurpiion,
the best methods to be employed are those whaich take into account
both producers and consumers and depend for their enforcement upon
voluntary support rather than upon governmental power. In this
light then, some policy similar to that of the Food Adiuanistration
operating in the whole fi1eld and freed of inacequacies and in-
effective featuces, which experience has pointed out, would seewm to
be a profitable field for future study. Tortunately, success in
praice control efrorts i1s rore easily attainaocle in time of war
than in time of peace.

Finally, this opinion of Doctor Simon Litman, suthor of
Prices and Price Control i1n Great Britein and the United Stetes
during the World War--probably the standsrd book on the subjecte—
may be here noted “The experience witn price regulation during the
war has shown that prices can be controlled without giving rise to
a great deal of evasion and wilhout too much running counter to
the competitive spirat which animates our industrial society when



a great emergency like the recent war fires public imagination
and inclines public opinion to favor any measures which are
likely to advance the national cause. The best methods of con~
trol, however, are those which enlist the cooperation of the
people whose interests are to be affected by price regulsting
measures "
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