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INIKODUCIORY

It 1= not nv theught this norning tc attempt any corplete
consrderation of the conplex subject cof ¥Price Contrel. Prrst,
bocau=e that 1e nanifestly inpcssible, even granting a specker's
capacitv, to do 1n the tire available. Second, o cormittee of the
School 18 considering this subjeet and 1t 18 not ny desire o
anticipate their repert. fTherc are, ¢y ctursc, nanv neens and
rneacurcs vhich will facilitete in time < var specdv and odequate
procurenent of necded cupplies, but, I venture tc =nv, nec cther
gingle means will so guickly and uarkodlv tend to bring desired
results as will ¢ reasonedly cifective etetilization ol the
price structure of the Netion. In the brief discusecicn vhich I
will meke I vill confine mieelf 4c tasic principles and aveid <o
oy ne nay be possible exprossion of perscnel opinicns vhich rre
not susceptible orf satistectory proct,

Yo all recegnize thet ne plan te netilize the inonincte
re=curces ol the Hretien in fime ot emergency 1« ccnplete and
dependable unless 1t vicualizes and ottenpts scre sclutien of
the conplex and puzzling questicns invelved in Price Ceontrel.

Ne tirme con be deveted here tc ¢ cenegiderctieon of the
econcnic relaticn tetween prices wnd the dermnnd and supply cf
comnedities ¢f commerce. Dernend, supply and price ere three
geonerire Jacteore whose interdependence ere recegnized by everv
thinking man. In the work-a-~dav vorld akcut us ve see these
‘neters constantlv in plav, and ve ncte hev cur complex econculc
=tructure 1< affected bv chenges in cne cr the cther c1 them.

In tire cof var the demend ractor fer 1tene essentirl
to the presecutien o0 war beccres insistent ¢nd tends tc becorne
independent o £ price. Thue, we have then o scllcr'e market 1nctend
cfy as 1in normal times, a buyer'e nerket. Hence, the problen cf
e.fective governnental contrcl i1e then i1n scrie degree <impler than
the like preblem in tire c: perce. Prices in war rise tevend the
pence iine range becauce cof these facts

Inflatien o the currencv due tc¢ an increrse 1n wclure
¢ currency and also due tc an increesed ropiditv ol circu-
latien of currencv.
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Incrensed consumption caused by enlarged governmental
demand and bv augmented purchesee tv the people as money
perd out for war supplies pas=es to the u<e of those engaged
in production.

Reckless buving, both b the Government and tv the
people, concurrent vith business i1nsftatilatv,

Higher co=t of production due to the =utetitution of
unskilled labor for expert lator, and due aleo to the fact
that the high cost producers mu<t be called upon te con-
tribute to the needed supplv.

Decline 1n the eupplv of commodities and of raw
materials because labor 1= diverted to the Army and to
munition factories.

High freight, insurance, and interest rates, caused tv
the inescapable implications of war,

Increased taxation demands by the Government es 1t
etruggles to meet the financial needs of war.

Profiteering, which in <ome degree and 1in some fashion
1s present in each war period.

Decrease of normel importe due to the uncertainties
and vicls<itudes of war disturbance of markets and of shipping
facilities.

lhere are two masin purposes to be borne 1n mind as one
visualizes a scheme of price control in war. 9The firei purpose
1+ to protect the civilien population, thereby mimimizing labor
difficulties, maintaining the morale of the people, and a<suring
their maximum productive efforts The =econd purpose 1= to
stabrlize markets, thereby ultimately increasing production, i1n-
dustrial development can proceed effectively st snv price level
provided thet level 1& remesonably steedyv. VMaximum production inp
a minimum peried of time 1s assurance of a successful prosecution
of the war at least cost, end 1g furthe¢r escurance of the earliest
pos=itle return to normal conditions.

RESULLS OF PRICE CCNIKOL L¥FOR1IS IN 1HE
UNITED STA1ES DUKING THR WORLD WAR.

During the World War various methods of price control
were tried in the United States. These methods mav te indicated
under four broad general heads
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Thet generallv adopted tv the War Indusiries Board
and the Price Fixing Committee which conecieted 1in cscer-
tainment, largelv through the Federel Trede Commiselon,
of the co<t of production and <etting, bty sgreement with
producers, a maximum price vhich included thie cost, plus
a designated profit,

The bull line method, used, for eremple, in the
designation of the prices for fuel, which coneisted 1in
the recertoinment of a price which vould assure needed
supply for a given area ond ¢ given period This method
which commends 1teelf 1n many wave, permitted, however,
as did aleo the first method noted, the low cost producers,
which in general were also the lerge producers, to recelrve
an abpnormal profit. The cxcess proiit tax wre devised to
equalize finencial returns of producers.

fhe method, largely folloved bv the ¥Focd Adminis-
tration, vhich set the price at a figure vhich would per-
mit a reasonable margin of profit to the seller f1his
method took into account varving costs of derlerss En-
forcement depended upon the power of putlic opinion and
upon statutorv authoritv to license denlers and to decig-~
nate rules for their conduct.

The minimum price method vhich wee caopted vy Con-
grese, in the case of wheat, to stimulete production.

Congres=s [fixed the price of one erticle bv legrslction,
1 e,, wheet. The price fired wees e minimum price and the object
sought was a stimulation of production. There vos srgument in
favor of including other i1tems then vheat, tut one now <eecs thet
to have increased the financiel involveme nte and to heve ex-
panded the -:dministrative machinery to sccomodete the inclueicn
of other commodities vould hrve serioucly interfered vith govern-
mental efficiency at a time when the Government was assiduoucly
bueied 1n strictly governmentel function= ss distinguiched from
quael-tueine=s functions.

Congress gave the Pre=ident no povers to fir prices
except 1n the case of corl. It did authorize him--zn suthorityv
which was not invoked--to enter to ~ome extent into the businees
ol buving and selling, in addition to vhent, slso flour, meel,
benns, and potatoes.

lhe Lever Act, which 1s ordinerily referred ta as =
Price Control Act-~-so far ns 1t covered food--vag 1intended to
free the chonnels of trade, so thet commoditiee would move di-
recily and gpeedilv from producer to consumer. It provided
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penaltires for hoarding, for destruction, and for vas<te. It d1d
cet o pennltvy for the scle of an article at an unfoir price
This feature of the Ptill vas reletivelv unimpeortant, woe 1n-
voked 1n but few instances, and hos teen declared to e uncon-
stitutional.

Signiicant and, in the mein, <ucceesful efforts, in
the field of import and export trede, to control prices and di-

rect suppliece, particulearlv rav materials, to determined u=es
and to <ecure needed 1tems of forcign production i1n exchenge for

1tems of home production, were involved in the sctivities of the
Pederal Trade Bo rd of the Shipping FBorrd

Attention ¢hould also be given to the sctivities of
the Wool Administration. The method here emploved vas the sac-
cumulation by the Goverrment of the country's entire supplv of
raw wool and 1ts diversion to uses which would test serve the
Nation's war needs.

lhe efforte of the Wer Industries Board in the realm
0" price ri¥ing were directed =olely to the securing of a rezeson-
able price for the Governnent, 1t being generally recognized that
as the predominant purchascr the Government should concern 1teelf
1n the public interest in the prices 1t pmid. The onlvy concern
the War Industries Board geve to prices in the gencrel merket
vias 1nsofar s thev aflected prices vhich the Government vould
have to pav for its owum u<es.

1he Food Administrriion had no euthority to fix prices
and made no attempt to do so. It vorked through the highly
stimulated force of public opinion. It enlicsted everv houce-
vife as & member of i1ts administrative gteff. 1In everv community
and state volunteer worlers were busv as 1te agents It mein-
teined a comprehensive =cheme of =ecuring coet ¢£nd price dete.
It publi<hed derly for particular markete and for particuler
districts lists of feir and rensoneble pricee. These determi-
nations were put out as guidce merelv. The regulatorv methods
of enforcing fair and rea<onable prices vith reepect to food
were two-fold first, the force of putlic opinion, and secend,
the licencing power of the Food Admnistration which enatled 1t
to i1mpose conditions which must be met tv the licensees vho
wished to do business in any particular line  lhe Food Adminie-
tration hed certain asiometic principles which must guide ues in
anv plans vhich we make for anv future price control. Mr Hoover
indiented that the standard of ressonabliness should te deter-
mined as the profit which the desler customerily enjoved on the
came comnodity in the pre-wer period on an even market under
freely competitive conditione, and thet the rersonrtle mergin of
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profit mue<t bte figured upon o coe=t basi=, the fixing of meximun
nargins of profit, and the disregerd of replecement value in
fixing margine. 1lhe object of the liceneing =vetem, he indiceted,
to be to limit the price charged tv everv licensee to a reacon-
able amount over expences, to forbid the acaursition of =pecu-
lative profits from a rising narket, to keep all food commodi-
ties moving 1n a direct line and with as littile delav a= practi-
cable 1o the consumer, end to limit, =o far as possitle, con-
tractes for future deliverv and dealings in future contreccts

There has teen so much confusion of thought as to vhet
were the gaine and failuree of price control efforte in the
United Stetes during thie period--there Yeing on the one hend €y~
travagant assertions as to the efficecy of methode and as to re-
cults attained, and on the other hand, extravegant a<<ertions to
the effect that, as a precticel metier, no me~sureatle influence
upon prices was properlv attributatle to the vork of the several
federal agencies--that 1t 1e pertinent to attempt to determine
Just vhere truth lies

Some beneficial results, dir¢ct or andirect, which
mav be fairly attributed to price control erforts in this period
in thie countrv mav be here summarized

8tabilization of the industrial and economic life of
the Nation, which nade powzsilble the incredible war effort
put forth.

Stimulation of increcsed production of needed foods
and other raw neterinle,

keonony in the use of supplies because of the vide pute-
licity given bv the Government vith respect to 1ts needs end
to the necds of the Allies, ond lecause of the emphesie lead
on the direct and tengible reletion retween conservation and
victorvy.

Discoursgement of horrding for the purpose of incress-
ing prices--accompliched through the force of putlic opimiom
and through Govermnental =ction

Curtailment in the use of rav netericls and o® lebor
energies 1n the production of noneecentisls--nccompliched
through.a varietv o. indirect methods.

Failures, and admtiedly there 1ere foi1lures, ney be

attrituted, not so much to methods #nd principles -nd manner of
adninistiration, as to the foct thot there was ¢ general hesitency
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t0 face the problenm as £ vhole #nd to rmeet the i1peue 1n one com-
prehensive, «all-inclusive progran. Trere vak also an ever-present
fear that erch nev pover gronted might lodge 1teelf permenently in
our administrative structure. PFurther, i1n noting causes of fail-
ure, record riust be made of the increditle contribtution of the
United Stetes to the needs of the Allies vhile at the same timwe
1ts own purchesing sctivities in i1te ovn nmarkete< <ought to setisfy
the voracious appetite of var. To this latier fact alone ve mev
largely attribute the frct thet the Civil Tiar and World War price
curves are nearlv parallel, with no price control efforts 1n the
first period and vith manv price control sgencies in the latter
period.

LEGAL ASPECTS OF PkICL CONTROL

The storv of attempte 1o control prices 1s as old as
the storvy of organized gevernnent. No individual or group of
individuale vho have seized, or vho have heen charged vith, con-
duct of government have opersted long vithout maling some effort
to control or fix prices. In the United States the asctivities
of state governments have been more conepicuous and more con-
sietent than have those of the Mational Government end in con-
sequence the legal pover of state governments in this respect
hove been more definitelyv determined. With our present econormic
and industrial structure, 1t 18 to te expected thet the Netiorel
Government v1ll tcke a more and nore significent part in efforts
directed to the control oi the eesentiels o human life. Fecturce
there seems to e s=o much uncertainty os to the legal povers,ef
the Jfederal Governnent with reepect to price control, certein
principles and rulee vhich epparently have teen definitely deter-
mined nay be indiceted

The Constitution of the Unmited Stotes, 1n ~lnoet the
1d¢ ntical wording of the rnecient levs of Rome, stipulstes

that private property shell not te trken rfor putlic use
except after due process of liw and vith ju=t compenssation.

"Due proce=e of lrw"™ has been uniforrly interpreted in
ell civilized governments as referring to judiciecl deter-
mination, rather than legislative or adminietrative deter-
minetion.

“Just compensation™ 1s that price vhich the courte,
after investigation and judicial he~ring ascertain to be
a fair and recsonable reimbursement.

The taking of privete propertv for putlic use and the

use made of 1t are politacel functions exercised normally
under our form of governnent bv the legislative trench

-6~



W"'A‘:«»

Price fixing, 17 1t operate< upoa propertv alreedy
ovned, vhich the owner 1= compelled Ty gevernmentel suth-
ority to sell at ¢ lo<e, 1= the tcking of private property
for public use.,

Congre== mav exercise 1ts constitutionsl povers vith
reference to the taking or contreol of private propriy, or
the fixing or control of prices directlv, or through ezecu-
tive agencires

The Tiar Industries Foard--elther as ~ creature of the
Council of National Defense, or o= an crm of the President
~-had no power to fi3 price.

An agreement forced bv Governmental rgencies upon indi-
viduals 18 not & voluntarv agreement

The penalty clause of Section 4 of the Lever Act 1
unconetitutional, because 1t did not set up an ascertaine-
able olffense and an ascertainable degree of guilt, but left
to a jurv the determnation of vhether en offense hed teen
committed and 1 hat that offense hed been, g5 vell as leov-
ing to 1t 1te normal functions of determining definite
facts.

If Congres< authorized ¢ price fiying egency (as 1t
did in the case of conl--the¢ onlv authoritv 1t did give
for fixing prices) and ¢ coel deeler sells at a <ubee-
guently iixed price and at ¢ loes, he ctnnot later call
upon the Government ror reimturcement. His remedv ves to
refu<e to cell, thus compelling the Governrent to con-
nandecr hie property and to proceed upon definitely ceter-
mned lines

A continuing transaction cennot be rifected by price
fixing promulgated after the i1nitiel steps of the trans-
action have treen taken

Anv penaliy clau<e wv1ll be ceonstrued against the
Governnent 1f 1t 1< vegue or indefinite.

In all organized governnents the right to teke or use
private propertv in emergencv for pullic use, irrespective
or legislative senction vhen there 1< not time for apperl
to the lepielature ror scnction, 1< recognized. BEvery
public ofrlficer or citizen vho exercigee this right on te-
half of the United States nust understand thet he mevy Ye
later called to account in the courts and here reauired to
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Justify the necesgitv for his act and defend himself
again<t any charge that he proceeded in an erbtitrarv, or
capriclous, or malicious ranner.

1HE PRACLILCAL ASPEL] Of PRICE CGCNIRCL

The legal aspect ol price control 1= by no meene £s 1m-
portant as 1ts practical a<pect. It 1s more impert-nt tec deter-
mine vhether a government, given eéven the most arbitrary pover,
can succé<sfully fix price< and hov. So far rs known no govern-
ment haes ever failed to sitenpt =cme contrel of pricee. Eversy
concervatle device and erpedient have Leen tried and tried egein.
The story of price control effort< 1« ccce=erltle to everv one
interested and he vho runs mav rend. Failure and disappeintrent--
almoet vithout exception--are the le<t verde 1n each recorded
gtorv.

Effort= made in China as errly £ 1122 E.C. are of
most interest to the student of price contrel, tecruse these e f-
forts are the only kncwn c¢fforts that vere followd v1th con-
spicucus success, Hor hundrede c1. veers, and until peclitical
corruption i1nfeeted adrminisircition, the Chinese Gevernment at-
tenpted to brlance supplv ¢nd demend end to keep prices vithin
rensonable beounde. The Chine<e political theorv tock into ac-
count, as most price-tixing theoriee have not, that there ere two
<gts of intereste to te ccneidered--theee c1 the preducers end
those of the ccnsumers They reccgnized the vhele price aquesticn
as ¢ <ymptem and net as the disesse 1tself. Tlhev sev thet.nothing
rnore markedly at once afifects the intereets cf teth «ides than
prices and that price contrel 1<, thereicre, the grert prehlem
for =cciety a=s a vhole. fThev crnceived 1t te be the tesk of the
superior man to adjust demend and supply <o es tc keep prices cn
a level in rrder tc guarontee the cc=t cof the prcducer and cstiefs
the wants of the ccnsuner.

The schene vorked ocut by them with respect to ferm pre-
ducts 1= particularly interesting. In the gced crep vears the
Gevernnent purchesed & preperticn ¢f the surplus creps, thus rein-
taining the market price. In the pcer crep verre the Governrent
gold, frem 1te accurnulated elcres, tc the cencumers at the nerlet
price, thus preventing beth speculcticn and ferine. fThev telieved
that even 1f the Gcvernnent lcet monev in 1te traneacticns, as ¢
natter of Pact 1t did nct, the scecial trenefit was grester then
the public expence.

A quotaticn from "ihe Loonemic Principlee o1 Cenlucius
and hie Schocl," by Huan-Chang Chen, page 447 1s ¢ interest

"Prices are controlled bv the gcvernment  All geocds
have a fixed price, end itle difierence 1< =imply rccerding
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to the quantity. In this wav the buvers ere encecursged

tc core 1n. Tlhere 1s the Ma<ter cf derchents 1n everv
twenty <hope, to fir the price acccrding t-~ the ccet.

%hen there 1e any natural celemity, the merchente cre not
allowed tec reise their price oo oo lv the reising and lever-
ing cof price, the gevernment contrele the supply  When ¢
thing 1s nect in exietence, the government causes 1t 1o er-
18t, vhen a« thing 1s u=eful, 1t ceuses 1t tc be atundent,
vhen a thing 1= harrrul, 1t cruses 1t tc be extinguiched,
vhen a thing 1s luxuricus, 1t causee 1t {tc be lescened voos
There 1< the gevernment b.nk tc buy the geeds vhich the
people cennct sell, and te lend them ocut vhen the pecple
nesed therm. In thie vay the grvernnent ¢dyusts the demend
and <upplv, and prices are kept at a fixed level

The drench revoluticnery gevernnents, rollcvaing the
overthrer of the lkurtons, tried practically everv known ex-
pedient tc contrel prices, and with unvarving failure. At lest
Farbaroux <=et ferth the 1dea thet succe=es could come conlv in
some scheme that weuld enlist the aid and interest cf both preo-
ducer and ccnsumer. His thecrv never wes reduced tc practice
bv the reveluticnary gevernnents.

The ncst conspicucus effert te fix all prices, includ-
ing raw nateriale, finished prcducts, and all menner of services
was thrt attenpted bv the Emperer Diccletien in Reme, akeout
350 A.Ds Maxinunm prices were set for every cormruw dity and frr
every service, and anvone vho exected ¢ higher price wse subject
to a penalty of death. 1he hieterians tell ue thrt the net re-
sult was farlure ~nd the law had to te repecled tecruse cf 1is
impcicence in ccrrecting the conditicn of affairs. fThere vees a
gener 1 dearth cof all the ce<entiale cf humen life, pecple no
longer brought provisicns tc nmorlets since thev cculd net get ¢
reasrnable price for then. Sixiv verrs after the efferts of
Docletian, the Emperor Julian repested the rttenpt in Anticch
and vith like results. Nctice 1s given tc these twe instences
cf price crnirol becesuse we are citen resured tht o grvernrent
can succeed 1f 1t contrcle veges £e well £« pricee cf commedities

Students of contemper ery histery are familiar vath the
varicus effertes of the 8cviet Government te centrcl prices and
supply, tnd ct like eficrte of the present Government cf Italy.
In beth of these neticne in the pericd in ocuestien the autheritw
and pover of the Central Gevermnent heve teen unchellenged and
in ccnsequence 1t weuld te expected thet 1t succese could ever
come to price contrel effcrte 1t cculd be here rerscnetle ex-
pected. The fecte are that in neither instance hee the Geovern-
nent apparently been able tc de &ll that vhich 1t set cut te de.

-



e

“f

1hree quotsticns are here presented tco i1ndrcete
copinicns ag te the practical aspect of Price Centrel

"Mhe hietory of government liriteticn cf price
geens to tench cne cleer leseson, thet in sttenpting tce
erse the burdens of the pecple in ¢ time of high prices
by artificilly setting a limit tc them, the pecple ere
not relieved but onlv exchenge one eset of 1lle feor
ancther vhich 1s grester. Ancng these 111ls <re (1) the
vithhelding ¢f geeds Trom the merlet, {2) the dividang
of the comrunitv inte two hostile cemps, cne cnly ¢ *vhich
considers that the porernnent scte in 2ts interest,

(3) the practical diiticultics of enrcrcing cuch limta-
tion in prices vhich in the verv neture cr the cese re-
quires the ccopersticn ¢f beth prcducer and consurer te
make 1t effective." hiss Merv G. Lacv, Scientific
Menthly, June, 1823.

"The experience with price reguleticn during the var
hae <hown that prices can bte centrolled vitheout giving
rise to a greet denl cf evasicn and withcout tcc much
running ccunter tc the competitive <pirit vhich aninates
our indu=etrial ecciety vhen a great emergencv like the
recent var fires public imagainaticn and inclines public
opinicn te favor anv neasures vhich are likely tec advance
the neticnel cause  The best metheds of centrel, hevever,
are these vhich snlist the cocperetion of the perple vheese
interests are tc be afiected bv price regulating measures "
Doctor Simon Litman, "Prices and Price Contrcl in Grest
Britain and the United States During the Werld Yar."

"jhereas, 1t hath been found by Lyperience thet Limi-
tatione upon the Prices of Commcdities are neot conly inef-
fectual for the Purpcees propceed, but likevise preductive
of very evil Consequences to the greet Detriment of the
public Service and greivecus Oppres<icn cf Individualse,

Resclved, Thot 1t be recernended tc the severcl Stetecs
te repeal or suspend all Lavs cr Resclutions vithain the
sord States respectively lamiting, regulating, cr restrezin-
1ng the Price of any article, Menufrcture or Cenmedity.”
Journale of the Continentrl Cengress, Vels AL, June 4,
1778, page 569.

CONCLUSICN
Nec plane for industrial preperedneses are rdequate un-
le<g thev take into acccunt the quecticn of centrecl ~f essential

commedities 1he contrel of eecszentiel commedidties invelves the
auestion of centrel of prices. While there are certsin legal
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difficulties and certain legal doubtts, the siturticn hes been
sufficientlv cleared to indicate that, meving tlcng certain
lines and taking into acccunt certein limitations, Congress

has an unquestioned poier to exercise control of prices either
directlv or through the executive btranch of government. The
inportant consideration, hovever, would seert t¢ he not so much
vhet power Congress or the President rav heve vith reepect to
price control, but vhat methods can be enployed successfullv
Assuriing as the purposes of price contrcl, the e~surance of an
adequate supply of all comnedities end services needed bv tre
Governnent in time of wer, the stirnulaticn and maintenance cf
a high and =pirited merale in the civilian pepulation, the con-
servation of the uninterrupted efficiency of the vorkers <c
that thev mav produce vhet nav be needed tcr the var effert

and for civilian consunpticn--the be<t retheds tc Te employed
arce those vhich toke into sccount reth preducers <nd consunmers
and depend for their enfctrcement upen veluntery suppert rether
then upon governmental pever. 1In thie= light, then, some pclicy
sinilar to that of the ocd Adninistraticn opereting in the
vhole field and freed of anv inadequecies and ineffective

fertures, which a< experience has pointed out, would seem tc te a

profitable field for future <tudy  Fertunctely, succees« in
price control efforte 1s rere easrly citainable in time of waer
than 1n time eof pecce.

The National Defense Act places upen the fssisinnt
Secretarv cf War the gole and undivided stntutery respeneibility
of formulating, in tinme ci peace, comprehen<ive plans 2dequ-te
to the nobilization--premptlv, smecthlvy and efiectively--of
those eccnomc and industirial rescurces cof the Nation which cre
essential tc the effective prceecuticn cf wer. In the spirit
of thies legie=lative nandute, the Aseietent Secretrrv of Wer and
the several Supply Chiels of the army, vhe, i1n the notter of
procurenent, are subject to his jurisdiction, heve proeceeded
in the vears follov ing the World war in the task of forrnulating
preograns for war-time procurerent. 7Their verk has involved a
detailed =tudy of the eccnonic and industriel reccurces o the
United 8Stetes. Inten<ive re<eerch hae been presecuted alec in
the fields of these esgentiel finished orticles cor row metericls
vheee supply, either whollv or in part, nu<t ccome frcm outeide
our & n borders. The facilities and prcseibilities orf the 1ndi-
vidual industrial establichments of the ccuntrv have been
~tudied 1in ccoperation vith their respective heads. Dota 1s ncw
at hand, and 1s continucusly revieed, shcvaing nermal cutput, and
estimates have teen made cg te petentisl output under ecsure,
Requiremente of war supplies have been estimeted i1n terns of
guantity and 1ype and compesition, £nd to the wvaricue industricl
establishrments tentative cseignments have teen mede cof the ousn-
totzes which 1t 1s thought they severolly cen furnich. Thus, 1n
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sone degree, at least, the Lar Department Tind< 1iself today
with some conprehencive w«nd dependeble infermatien, vhich v3ll
be available upcn the outtreak of war, vith respect tc these
questions, What will be needed? When will 1t be needed?
Vihere can 1t be procured?

Not the least of the problems which rust be stated and
golution sought as this war-time program 1s fermulated is the
problem of the relation of price and price-control agencies tc
the satisfaction of theece needs. Much study has been devoted
to the extensive records of the price-fixing sgencies 1n the
world Wwar. Pernanent record hee been nede of the latter delater-
ate conclusicne of the nen then devoted tc the soluticon of the
problem. Experiences of other like pericds and cof cther ncticne
have been studied. While no fixed and ripgid =chene can he <et
1n advance, vet 1t 1s felt that in the event of cnother erer-
gency preliminarv ground-work will heve teen ccvered. In generel,
the prime problen of the TLiar Department 1« to assure the ~etig-
faction ot 1ts precurenent progrem speedilv and effectively at
a minirum cost to the texpavere Retacnal end careful buying
in the opening nonths of < necther wer, tased upen dependable
knovledge as to requirements, will in lerge measure climinete
the conrfusion end turrmoil 1n the business vorld vhich ineiet-
ently demand immedinte price contrel L steadving influence
will also be contrituted bv the accurmulaticn in peccetine cof
rersont ble reserves of criticel i1tens of supply needed 1in the
earlv stages cof war and of <uch nature that their sccuruleticn
after war begins would necessarily involve delay and uncertsintv.
The need for scre later previesicn fer price contrel 1s, however,
visualized as acccmpanving cny najor war di<turbance. Conpress
places upon the Secretarv of War the respensibility cf satie-
fving the needs of the Liar Deporirent in peace and in war in <cuch
fashion and manner that the financicl demends upcon the terpavers
will be kept at minimunm strain. It 1s with respect te this Jduty
that the Ttar Deporiment can now prepere 1tself for emergency.
Inasrnuch as 1t nuet be prepared to determine farr and reascnatle
prices which it can pav, data gathered in time of peace vill ac-
sure efficiencv. To the several Supply Chiefs The hAseistant
Secretary of Wiar, in harrony with statutory authority, has as-
signed for precurement specific finished articles and specific
raw materiels for which thev will be severrlly held accountstle.
Therefore, now, as these Chief= ere preparing their progrars (f
procurenent, they are alec keeping in nind the re<poneibility of
assuring thenselves thet prices they vill be cclled upen to pay
chall be fair and reascnealle

Thue the Supplv branches will be inmedistely able te

go into the merlet, having in hend a <hopping liet made up crnre- -
fullvy and deliberately 1lhey will go with assurance beccure they
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w1ll have dependable information with respet to sources of
supply They will purchase economically--in the interests of
the taxpaver--because thev will knhow what prices are frir and
reasonable. Thev will not upset and confuse business bv conpe-
ti1tion ancng themselves because to each v1ill heve been aszigned
all of the purchasing of any particular :ter.

As we visuglize the nctivities of the esrly nenthes of
sone future wvar, we are ju<tified in the confidence that there
w1ll not be immediate occasion fer Governmental interference
with the normal relations of supply and demend and price. Leter,
ns need arises, and one nav assume it will «rise, the Gevernment
can intelligently and deliberately direct its attention to such
control of prices as may facilitate the <atisfacticn of 1ts needs
and a< may assure the well-being of the pecple. Then that tirme
comeg, <tudy now ond intelligent procurenrent theretofore will
simplify the legislative sclution o a preblem vhich ctherwise
would be sought 1n uncertainty and doutt, and accompliched in
pain and travail.

finally 1t mey be stated thot so far as the Arny end
Navy are concerned Price Contrel 1< necessary to assure eco-
nomical procurenent, to fecilitate a eteadv flow of meterials
to Governnent contractors and to make poscible intelligent dis-
tribution o f war crders. These ends rev be secured through a
cordial cooperation between the Arny and Navv--the predominsnt
purchasers 1n wor of essential i1tens both raw and fatrricoted,
through elimination of competitive buving between these 1wo
Governnent agencies, and through elimination of needlese and
reckless buving of war materiale bv then,

The Arnv specifically nav contritute to these results
through
as A coordination of Army procurement

b. Eliminetion of competition between procuring
Eranches.

¢ Speciddc contrel ty The Lesistent Secretary of War
of the procurerent of rew naterirls and services
which are conetituents of 1tems assigned to par=-
ticular Branches.

d. Preparation in tine of rEeace of estinates of

protatrle requirements in war--thus elirmineting
a reckless and undue strain on the Naticn's nmerlets.
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The deternination, a< the var progran sdvences,
by epecified Brenchee, under the =upervisicn of
The fesistant Secreterv of Liar of o marimu— faair
price vhich nay te coffered fer a piven corredity,
such determinations to be eftective for <hort
pericde of tine and for particular buving creas
and to be conetentl s revieed.

The organmization in the O0ffice of The Liesi=tant
Secretarv of Wer, ond in the coffice of Supply
EBranches of agencics to coneidcr and deternine
price questions

g The organization in the Cffice of The hLssistant
Secretary of Wer, and in the offices of Supply
Branches of Claims and rdjustment Boards vhich
w1ll

(1) Elirinate hazerds of war contrecting,
caused by uncerteinties ae tc final
settlenent.

(2) make final eettlement, <o far re 14
nay te nede administretively, vhile
facte are fresh and date £nd perecnnel
are accessitles

(8) Lssure tc contrcctors frir and just
tre~trnent
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